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MAIN 
READING ROOM 
FIXING THE BOUNDARY OF EVERGLADES NATIONAL PARK, FLA., 
AUTHORIZING THE SECRETARY OF THE INTERIOR TO ACQUIRE 
LAND THEREIN, AND PROVIDING FOR THE TRANSFER OF CER- 
TAIN LAND NOT INCLUDED WITHIN SAID BOUNDARY 


JuNE 5, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mrs. Pfost, from{the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H., R. 6641] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6641) to fix the boundary of Everglades 
National Park, Fla., to authorize the Secretary of the Interior to 
acquire land therein, and to provide for the transfer of certain land 
not included within said boundary, and for other purposes, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 


Page 14, lines 2 to 7 inclusive, strike out: 


subject to the proviso that so long as parcels within the 
following described area encompassed within said boundary 
are used exclusively for agricultural purposes and housing 
directly incident to such purposes said parcels may not be 
acquired without the consent of the owners thereof: 


and insert in lieu thereof the following: 


subject to the proviso that no parcel within the following 
described area shall be acquired without the consent of its 
owner so long as it is used exclusively for agricultural pur- 
poses, including housing directly incident thereto, or is 
lying fallow or remains in its natural state: 


Page 16, line 7, strike out all of the language through page 17; 
5, and insert in lieu thereof the following: 


The authority to acquire land, water, and interests therein 
within the park boundary fixed in section 1 of this Act but 
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outside the area designated in the Act of October 10, 1949 
(63 Stat. 733) is further subject to the right of retention by 
the owners thereof, including owners of interests in oil, gas 
and mineral rights or royalties, and by their heirs, executors, 
administrators, successors and assigns, at their election of 
the following: 

(1) The reservation until October 9, 1967, of all oil, gas, 
and mineral rights or interests, including the right to lease, 
explore for, produce, store, and remove oil, gas, and other 
minerals from such lands; 

(2) In the event that on or before said date, oil, gas, or 
other minerals are being produced in commercial quantities 
anywhere within the boundary fixed in Section 1 of this Act 
but outside the area designated in the Act of October 10, 1949, 
the time of the reservation provided in subsection (1) above 
shall automatically extend for all owners within said bound- 
ary and outside of said area regardless of whether such pro- 
duction is from Jand in which such owners have an interest, 
for so long as oil, gas, or other minerals are produced in 
commercial quantities anywhere within said boundary and 
outside of said area. To exercise this reservation, the owners, 
their lessees, agents, employees, and assigns shall have such 
right of ingress to and egress from such land and water as may 
‘be necessary; and 


Page 18, following line 18, add a new section 6 as follows: 


Src. 6. Unless the Secretary, after notice and opportunity 
for hearing, shall find that the same is seriously detrimental 
to the preservation and propagation of the flora or fauna of 
Everglades National Park, he shall permit such drainage 
through the natural waterways of the park and the construc- 
tion, operation and maintenance of artificial works for con- 
ducting water thereto as is required for the reclamation by 
the State of Florida or any political subdivision thereof or 
any drainage district organized under its laws of lands lying 
easterly of the eastern boundary of the park in township 54 
south, ranges 31 and 32 east, township 55 south, ranges 32 
and 33 east, and township 56 south, range 33 east. He shall 
grant said permission, however, only after a master plan for 
the drainage of said lands has been approved by the State of 
Florida and after finding that the approved plan has engi- 
neering feasibility and is so designed as to minimize disrup- 
tions of the natural state of the park. Any right-of-way 
granted pursuant to this section shall be revocable upon 
breach of the conditions upon which it is granted, which con- 
ditions shall also be enforceable in any other appropriate 
manner, and the grantee shall be obligated to remove its 
improvements and. to restore the land occupied by it to its 
previous condition in the event of such revocation. 


Page 18, line 19, renumber “‘Src. 6” to read “Src. 7”’. 





Page 19, line 11, add a new sentence, as follows: 


The effectuation of the transfer provided for in this section 
shall be a condition precedent to the acquisition by the 
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Secretary of any land, water, or interests therein held in 
private ownership within the boundaries set forth in section 1 
of this Act and outside the area designated in the Act of 
October 10, 1949, except as such acquisition is by donation. 


Page 19, following line 11, add a new section, as follows: 


Sec. 8. There are hereby authorized to be appropriated 
such sums, but not more than $2,000,000 in all, as are re- 
quired for the acquisition of land, water, and interests therein 
held in private ownership within the boundaries of Ever- 
glades National Park as fixed by section 1 of this Act and 
outside the area described in the Act of October 10, 1949. 


H. R. 6641 was introduced by Congressman Fascell. An identical 
bill, H. R. 6653, was introduced by Congressman Rogers of Florida. 
The principal purposes of the bills are stated in their titles. Hearings 
were held in Washington on July 11 and 12, 1957, and in Miami on 
April 9 and 12, 1958. Members of the committee visited parts of 
the area covered by the bills on April 10 and 11, 1958. 

As defined by the order of Secretary McKay dated March 12, 1954, 
the boundaries of Everglades National Park enclose about 1,500,000 
acres of land and water, of which the United States owns 1,193,000. 
Under H. R. 6641, the park boundaries will be redefined and the acre- 
age included within them will be reduced to 1,390,000. The 197,000 
acres which are not now owned by the Government fall in the follow- 
ing categories: 

(1) Approximately 64,000 acres (of which 19,000 are land) 
owned by the State of Florida which will be exchanged for about 
65,000 acres (of which about 30,000 are land) now held by the 
United States outside the redefined boundar 

(2) About 30,000 acres whieh were donated’ to the State by the 
Collier Corp. for inclusion in the park. 

(3) Approximately 22,000 acres of privately owned lands which 
H. R. 6641, as amended, provides shall not be subject to con- 
— as long as they are devoted to agriculture or remain 
idle. 

(4) About 81,000 acres of privately owned lands which have 
not been developed and which are to be acquired as appropria- 
tions become available for the purpose. 

Most of the area to be acquired lies to the north and west of the 
park lands which are now owned by the Government. It includes a 
segment of the Ten Thousand Islands area, an important strip of 
mangrove lands along the coast, and headwater areas back of this 
strip. This acquisition will be of great value in protecting the bird 
population, which is one of the chief beauties and attractions of the 
park; in protecting the coastal fisheries, particularly the shrimp fish- 
eries, the breeding and nursery grounds for which are in the mangrove 
swamps; and in making the park more accessible from the west by 
furnishing a basis for an entrance to it through the town of Everglades. 

The growing importance of the park to the public is evident from 
the steady increase in the number of people visiting it: 


1949_ es EE «ono ns wie win meen Ds 218, 044 
1950_ , Te Geer ees = 22 LA CHa 247, 092 
ISG. Siu. ath ~ su. ROB, C74 ISS ssovics.. e L ee 266, 960 
1952_. bd 168, O08 5 ROG 3 0 90 clas nsis Hepes 344, 723 
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It is the expectation of the committee that enactment of H. R. 6641 
will make the park even more attractive to the public than it now is. 

The committee received from Messrs. Durbin Tabb and Gilbert L. 
Voss, of the University of Miami Marine Laboratory; Messrs. Charles 
Brookfield and Robert P. Allen, of the National Audubon Society; 
Mr. Daniel Beard, of the National Park Service; and Assistant Secre- 
tary Ross Leffler, of the Department of the Interior, technical infor- 
mation which supports its conclusion that the addition to the park 
proposed in H. R. 6641 will be valuable to fisheries and wildlife. 

Assistant Secretary Leffler, for instance, under date of May 19, 
1958, answered as follows certain questions that had been propounded: 


Approximately 7 million pounds of food fish are landed 
in Collier County annually with an ex vessel value of over 
$1 million. These catches are made mainly in the coastal 
areas from the Ten Thousand Islands area (near Everglades) 
southward. Many of the species involved depend on the 
mangrove fringe areas for feeding and nursery areas. The 
littoral zones are also vitally important to game fish such 
as snook and tarpon for which nursery areas are shrinking 
under dredging and filling developments. The park may 
one day be the only mangrove area left in the United States. 

Thus, preservation of the important habitat along the 
western fringes of the park is very important in sustaining 
the fish populations upon which the commercial and sport 
fishing of this region depend. The proposed final boundary 
probably encloses the minimum acreage of coastal waters 
necessary to protect this habitat. 

* * * * * 


The large population of white ibis and other species on 
Duck Rock depend mainly on the network of inner bays and 
waterways, including Alligator Bay, Chevelier Bay, Chatham 
River, Huston River, and Lopez River. In the Chokoloskee 
Bay addition, there is considerable use of the area by wading 
birds and by the young of sport and commercial fin fish and 
shrimp. Further study would be needed to estimate the 
eventual effects on fish and wildlife resources if this area were 
withdrawn from the park. 

Everglades National Park provides a resting and feeding 
stopover for many species of waterfowl, wading birds, and 
songbirds on their annual migrations and nesting grounds 
for other migratory birds protected under treaties with 
Great Britain and Mexico. The park plays a very significant 
role in providing sanctuary for endangered resident and 
migratory birdlife. The boundary revisions proposed in H. 
R. 6641 give needed additional protection for certain species 
along the coast and the deletion of lands along the north 
boundary would not materially affect existing usage of the 
area by these birds as long as favorable water conditions are 
maintained. 

* * * * * 


In summary, Florida’s human population is growing at an 
astounding rate. Associated with this population growth is 
an expansion elsewhere of waterfront property filled by spoil 
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dredged from shallow inshore areas and deposited on man- 
grove and swamp areas for building sites. This destruction 
of important littoral nursery habitat for the young finfish and 
shellfish species and of feeding grounds for the larger fish is 
proceeding at an alarming pace. 

Thus, the future of the commercial and game fisheries and 
endangered birds hinges to a large degree on habitat pre- 
served within the boundaries of the Everglades National 
Park. 

A map based on observations made in the summer of 1956 which was 
furnished by the Audubon Society indicates that the major inland 
feeding grounds of the white ibis lie in two elongated ovals, one between 
Lopez and Huston Rivers, the other between Chatham and Lostman’s 
Rivers. Mr. Allen’s statement was, in part, as follows: 

There is a very simple reason why this stretch of coast was, 
and continues to be, of outstanding importance to wildlife. 

If you cruise along this coast by boat, from the capes north- 
ward toward Everglades * * * you will see the great 
mangroves, some of them 80 feet tall, that stand as a mag- 
nificent buttress from Ponce de Leon Bay to Lostman’s. 
The scenic beauty of this coast is hard to match. But a 
short distance above Lostman’s, from Wood Key on, the 
character of the coastline changes. It is lower and more 
sloping, with many coves and bights and little indentations. 
When the tide goes out, vast areas of mud flats and oyster 
bars lie exposed, and you will see these flats literally covered 
with feeding herons, egrets, ibises, and roseate spoonbills, 
on their way to roost at Duck Rock, or elsewhere along that 
same stretch of coast. Earlier in the day they had flown out 
to feeding grounds inland from the coast, and in the head- 
waters marshes beyond the main stream of the several 
coastal rivers. For this whole region, from the offshore keys 
and mud flats to the inland bays and creeks, and the open 
marshes beyond the headwaters, is one vast feeding ground, 
probably the largest and most important such area that 
remains in Florida, and therefore, in the entire country. 

* * # * * 


As a result of the Everglades drainage program and recent 
droughts, the nesting colonies in the park area have been hard 
hit in the last decade, although great numbers of waders con- 
tinue to spend the summer on Duck Rock. With the return 
of more normal weather conditions, we have good reason to 
hope that nesting will be resumed at a number of traditional 
sites, thus restoring one of the Everglades Park’s major at- 
tractions. But without the inclusion of this entire block 
between Lopez and Lostman’s Rivers, inland beyond the 
headwaters, and including all of the coastal fringe of coves 
and keys * * * the chances of restoring Everglades Park’s 
great wading bird rookeries are gone forever. For this sector 
is a vital part of this whole picture and if it is amputated, 
then the wildlife value of the park will be reduced seriously 
and tragically. * * * 
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And Dr. Voss spoke in part thus: 


We have a large number of species of fish in our waters 
which are sought after by fishermen, among which the silver 
tarpon and the snook rate highest to the small-boat angler. 
These fish, similar to the salmon of our Pacific Northwest, 
are dependent upon very brackish water and fresh water for 
part of their life cycle. Because of this, they are found in 
their greatest abundance along the mangrove strip of the 
southwest coast. * * * 

Likewise the shrimp, whose total landings in the United 
States have a dollar value higher than any other single fishery 
in this country today, find here the quiet, nutrient, rich 
waters they need for their nursery grounds. The Florida 
shrimp industry, centered in Key West and exploiting the 
fishing grounds around the Dry Tortugas, amounts in excess 
of $5,750,000 annually to the fishermen. In 1956 the catch 
was valued at $19 million. 

We know, from studies carried out over a number of years, 
that the snook and the tarpon breed spawn and grow up in the 
greatest concentration along the small area of the gulf coast 
from Cape Sable to Cape Romano with additional small 
breeding areas on either side. It now appears that the Dry 
Tortugas shrimp fishery, the main fishery of Key West, is 
almost entirely dependent upon the nursery grounds of this 
same area from Snake Bight to Cape Romano. Why is this 
area so important to these and many other animals? The 
answer lies in the nature of the mangrove coast. 

From Cape Sable to Cape Romano the shoreline * * * is 
composed of thousands of islands and a maze of narrow 
streams and short but surprisingly deep rivers. The gradual 
flow of the fresh water out of the glades is slowed down and 
the fresh water is dispersed and mixed with the influx of sea- 
water from the gulf so that there is a gradual change from salt 
to fresh over the whole area extending some miles inland. 
Mangroves thrive in such a habitat. * * * They cease grow- 
ing in fresh water but occur thickest along the open seacoast. 
Along the coast line of the Ten Thousand Islands these man- 
groves, contrary to all other areas in Florida, have formed a 
true forest. * * * This stand of mangroves * * * is as 
unusual in its way as the giant redwoods or sequoias of the 
Pacific coast. This forest has been built up over several 
thousands of years, and once destroyed may be lost to man- 
kind. 

The mangrove habitat is a unique one in the Tropics, and 
numerous small marine animals are found in this area that 
do not occur elsewhere. The muds offer food to many 
animals, and it is on these animals that the birds of the Duck 
Rock rookery feed. 

It is also this mangrove area, a broad belt of quiet brackish 
water only a foot or two in depth, that is essential to the 
marine life mentioned. The rotting leaves, branches, et 
cetera, of the mangroves form a peat, about 10 to 14 feet 
deep, the mangrove roots trapping other material as it 
washes out of the glades. All of this is broken down into 
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nitrates and phosphates, the fertilizers of the sea as well as 
of our farms on land. These, in tremendous richness, 
furnish the food for the marine organisms and make this 
area almost a vast nutrient broth, a condition found nowhere 
else in Florida. 

Clearing and improving this land will prove disastrous to 
the fisheries which it supports. * * * 


The committee recommends a number of amendments to the bill; 
The first clarifies the beginning of section 2 by forbidding the con- 
demnation of lands within a described area (the so-called hole in the 
doughnut) as long as they are used exclusively for agricultural purposes 
or remain in their natural state. 

The second extends the reservation of mineral rights in lands which 
are not now owned by the United States until October 9, 1967, instead 
of October 9, 1958, as the bill provides. This will give owners of these 
lands approximately the same length of time in which to make dis- 
covery that was given to private owners under the act of October 10, 
1949. 

The third adds a new sentence to section 6 making it clear that the 
exchange, without monetary consideration, of State lands within the 
new park boundaries for Federal lands which the boundary revision 
excludes from the park is a condition precedent to the acquisition, 
except by donation of privately owned lands within the boundary. 
A motion was adopted by the trustees of the internal improvement 
fund of Florida on March 26, 1957, expressing agreement— 


if Congress passes a bill setting boundaries [for the Ever- 
glades National Park] that the trustees will exchange State- 
owned lands in the western corridor for land in the township 
proposed to be excluded southwest of Miami, and the part of 
the Patton tract east of the Elliot line, and agreement of the 
Park Service not to condemn any lands being used for agri- 
cultural purposes included in the hole in the doughnut, and 
further that the park agree not to take any State-owned 
water frontage other than that involved in the proposed 
compromise. 


hae wees conditions set forth in this quotation are met by the terms 
of the bill. 

The fourth amendment adds a new section which is intended to 
provide a basis for solving the troublesome problem of the drainage 
of lands lying easterly of the new boundaries of the park in the 
northwestern part of Monroe County. The committee is aware of 
the desire of many that the park be kept in as nearly its original 
state as possible and that construction of works within its boundaries 
be avoided. It is also aware of the desire of private landowners to 
reclaim their lands by draining them and of the probable usefulness 
to the park of the additional fresh water supply which dramage of 
these lands would give it. The committee believes that, unless the 
drainage of these lands will seriously affect the flora and fauna of 
the park, the desire to keep manmade works out of the park should 
yield to a good-neighbor policy. It is its understanding, of course, 
that this need not and should not extend to future drainage through 
the park of industrial wastes, sewage, and the like. 
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A fifth amendment limits the amount authorized to be appro- 
priated for acquisition of lands and interests in lands in private 
ownership to $2 million. This figure was arrived at after considering 
the testimony of Mr. A. B. Manly, formerly appaiser and land 
acquisition officer for Everglades National Park, who presented an 
analysis of the sales prices between July 1956 and July 1957 involved 
in all transactions within the proposed park boundaries as shown by 
.the county courthouse records at Key West; Mr. Ira C. Haycock, a 
practicing attorney at Miami, who kindly furnished the committee 
with a list of all transactions handled by his office from 1953 through 
1957 within or in the vicinity of the proposed park boundaries; and 
Mr. Ivar Axelson who, in addition to giving the committee the 
benefit of his own estimates of the value of the lands involved, fur- 
nished it with records of land transactions within or near the proposed 
boundaries to which Land Research, Inc., and D. W. Webb were 
parties. 

In addition to the above, the committee considered a proposed 
amendment which would have given statutory assurance to com- 
mercial fishermen and others of a right to traverse their usual routes 
from home to fishing grounds across the park with their gear. Assur- 
ance was received, however, from the National Park Service that such 
an amendment is unnecessary. Should occasion arise, this subject 
will be open to further consideration at an appropriate time. The 
committee also considered amending the bill to omit certain lands 
from the park. One amendment would have limited the northwestern 
corner to the park to an inland corridor from Everglades City to the 
area now owned by the Government in and south of township 56. 
Another would have omitted, for at least 20 years, an area of about 
24,000 acres in townships 55 and 56 along the culf coast. In both 
cases, sizable areas already in Government ow nership would have been 
left outside the park boundaries. The importance of this entire 
northwest area to preserving the fish and wildlife of the region, the 
undesirability of preserving a large inholding, and doubts concerning 
the advisability of road construction across the park to provide access 
to the omitted lands, as these amendments would have provided, 
caused their rejection. 

The favorable report of the Department of the Interior on H. R. 
6641 and H. R. 6653 follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 11, 1957. 
Hon, Crain ENGL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Encte: Your committee has requested a report on 
H. R. 6641 and H. R. 6653, bills to fix the boundary of Everglades 
National Park, Fla., to authorize the Secretary of the Interior to 
acquire land therein, and to provide for the transfer of certain land 
not included within said boundary, and for other purposes. 

We recommend the enactment of this pro osed legislation. 

Everglades National Park was authorized in 1934 to include more 
than 2 million acres. Subsequently, the park has been established 
and lands have been acquired within boundaries established pursuant 
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to statutory authorizations. The land problems relating to this park, 
however, have been considerable. This has been due to various 
factors that were unavoidable, such as the various economic and 
potential economic uses of some of the land included or authorized 
to be included in the park. 

Enactment of this proposal would resolve issues which have arisen 
in connection with the boundaries authorized for the park and which 
began with an inability to bring into the park those land and water 
areas within the authorized maximum boundary that were considered 
to be desirable for adequate preservation of the park’s primitive 
values. This difficulty was caused by the unexpected rapid develop- 
ment of the area for private use. The consequent increase in value 
contributed largely to the difficulty. These factors, together with 
the provision in the 1934 act restricting land acquisition to the use 
of public and private donations, produced the issues that we believe 
would be resolved by this proposal. 

Enactment of this proposed legislation should not result in any 
additional costs so far as administration of the park is concerned. 
While such proposal would authorize the purchase of the remaining 
private land in the park and would repeal the present limitation 
relating to such purchase with appropriated funds contained in the 
1934 Park Act, we do not plan to request additional appropriations 
for this purpose. We contemplate that such purchase would be made 
out of the land acquisition funds that are appropriated annually for 
purposes of the national park system. 

he acreage authorization for the park would be reduced from 
2,164,500 acres to approximately 1,337,800 acres under the terms of this 
proposal. We believe that the most vital and essential needs of the 
park, various land uses adjacent to the park, and other factors will 
be resolved in an acceptable manner by the enactment of this proposed 
legislation. 

The Bureau of the Budget has advised us that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior. 


The committee recommends enactment of H. R. 6641 as amended. 


O 
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MAIN 
READING ROOM 
PROVIDING COMPENSATION TO THE CROW TRIBE OF INDIANS 
FOR CERTAIN CEDED LANDS EMBRACED WITHIN AND OTHER- 
WISE REQUIRED IN CONNECTION WITH THE HUNTLEY RECLA- 
MATION PROJECT, MONTANA 


June 5, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Enei¥, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 11722) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 11722) to provide compensation to the Crow 
Tribe of Indians for certain ceded lands embraced within and other- 
wise required in connection with the Huntley reclamation project, 
Montana, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

This bill was introduced by Mr. Anderson of Montana at the con- 
clusion of hearings on a similar bill, H. R. 9617, by the same sponsor. 
It incorporates certain amendments to H. R. 9617 which were recom- 
mended by the Department of the Interior and others. 

The principal purposes of H. R. 11722 are to terminate whatever 
rights, other than mineral rights, the Crow Tribe of Indians now has 
in approximately 4,900 acres of land within the exterior boundaries 
of the Huntley Federal reclamation project in Montana; to provide 
for the future administration and disposition of these lands; and to 
settle a controversy which has arisen with respect to the disposition 
of moneys received from the leasing of these lands. 

The lands covered by the bill were part of a much larger acreage 
acquired by the Government under the act of April 27, 1904 (33 Stat. 
352). This act embodied a modified version of an agreement be- 
tween the Crow Tribe and the Government which provided, amon 
other things, that the proceeds from the disposition of the lands weet 
be expended for the benefit of the tribe. Although article I of the 
modified agreement provided that ‘‘the said Indians of the Crow 
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Reservation do hereby cede, grant, and relinquish to the United 
States all right, title, and interest which they may have”’ to the lands, 
other provisions of the agreement and the act of Congress in which 
it appears led the a me Court to say, in Ash Sheep Company v. 
United States (252 U.S. 159, 166 (1920)): 


Taking all of the provisions of the agreement together we 
cannot doubt that while the Indians by the agreement re- 
leased their possessory right to the Government, the owner 
of the fee, so that, as their trustee, it could make perfect title 
to purchasers, nevertheless, until sales should be made any 
benefits which might be derived from the use of the lands 
would belong to the beneficiaries and not to the trustee, and 
that they did not become ‘Public lands’ in the sense of 
being subject to sale, or other disposition, under the general 
land laws. * * * They were subject to sale by the Govern- 
ment, to be sure, but in the manner and for the purposes 
provided for in the special agreement with the Indians, which 
was embodied in the act of April 27, 1904 * * *. 


The Crow Tribe has been compensated for most of the lands within 
the Huntley project, which were turned over to the Government 
under this agreement, but it has received no compensation for the 
4,900 acres covered by H. R. 11722. The estimated value of the 
rights terminated by the bill is between $70,000 and $75,000. This 
does not include value arising from construction of the Huntley 
project, which value, the bill provides, is to be disregarded in com- 
puting the compensation to the tribe. 

Under the terms of the bill, the Secretary will make an appraisal 
of the lands. If the tribe accepts the Secretary’s appraisal within 
60 days, the transaction will be complete. If the tribe does not accept 
the appraisal, either it or the Secretary can have just compensation 
determined judicially. 


The bill also authorizes the Secretary to administer and dispose of 


the lands in accordance with the public land and reclamation laws 
This will make for easier and more flexible administration than is now 
possible. The report of the Department of the Interior makes the 
present situation clear 


These lands cannot be properly disposed of under the laws 
now applicable to them. They do not contain sufficient 
irrigable acreage to be opened to entry as farm units as pro- 
vided by the reclamation laws. They may not be reclassi- 
fied as residual lands and sold under the terms of the original 
cession a cae as amended by the act of March 3, 1909 
(35 Stat. 781, 797), without excluding them from the recla- 
mation project and its benefits. They are not subject to sale 
under the provisions of the act of March 31, 1950 (64 Stat. 
39), authorizing the disposal of tracts of “public” lands 
withdrawn for reclamation purposes that are too small to be 
opened to entry as farm units, since ceded Indian lands are 
not “public” lands in the usual sense. If the Indian claims 
are extinguished by legislation, as contemplated, it is pro- 
posed to offer the lands for sale to project settlers in accord- 
ance with the provisions of the act of March 31, 1950, supra. 
The sale of diese lands has been requested on numerous 
occasions by the project settlers. 
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It is anticipated that disposition of the lands will, in view of the 
availability of water to some of them through the Huntley project 
works, yield between $15,000 and $20,000 more than the estimated 
value given above. (The seemingly contrary statement in the Interior 
Department’s report was prepared prior to the committee’s decision 
to exclude value added by construction of the Huntley project from 
consideration in determining the amount to be paid the tribe.) The 
moneys received from disposition will, under the terms of the bill, 
be deposited in the reclamation fund or in the General Fund of the 
Treasury depending on the source from which payment is made to 
the tribe for the lands. 

H. R. 11722 will also settle a long-standing dispute concerning dis- 
position of moneys heretofore received from the lease of certain of the 
lands covered by the bill. The Crow Tribe, relying on the decision 
of the Supreme Court quoted above, claims that these receipts should 
have been credited to it. The Huntley Irrigation District’s claim 
rests, presumably, on the facts that these lands were withdrawn for 
the Huntley project (see act of March 3, 1909, 35 Stat. 781, 797); 
that subsection I, section 4, of the act of December 4, 1924 (43 Stat. 
672, 703, 43 U.S. C. 501), as amended, directed the crediting to water 
users’ organizations of the “‘net profits * * * derived from the * * * 
leasing of project grazing and farm lands’’; and that the district’s re- 
payment contract with the Government, dated January 2, 1927, in- 
cludes a provision giving the district the benefit of said subsection I. 

The committee has not undertaken to adjudicate the merits of these 
two claims as against each other. Indeed, it could not properly do so. 
It is enough to say that there appears to be such basis in law for each 
of the two claims that, considering the amount involved and the course 
of legislative and administrative action in the past, the provision of the 
bill for crediting these receipts to the tribe without interest and without 
disturbing, or attempting to disturb, the terms of the existing contract 
between the district and the United States is proper. The net result 
will be a credit of about $57,000 to the tribe and a credit to the district 
of about $10,000 now held in a suspense account. 

The bill does not provide for payment of interest on the Indian claim 
to these lease revenues. If the Crow Tribe holds the view that it is 
lawfully entitled to interest, the bill will not preclude a judicial 
determination of the questions involved. 


The reports of the Interior Department and the Comptroller 
General on H. R. 9617 follow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 20, 1958. 
Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 
Dear Mr. Encuie: Your committee has requested a report on 
H. R. 9617, a bill to provide compensation to the Crow Tribe of 
Indians for certain ceded lands embraced within and otherwise re- 


quired in connection with the Huntley reclamation project, Montana, 
and for other purposes. 
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We recommend that the bill be enacted if amended as suggested 
below. 

The Crow Tribe of Indians ceded to the United States certain lands 
formerly included in the Crow Indian Reservation in Montana. The 
cession was made pursuant to the act of April 27, 1904 (33 Stat. 352), 
which modified and adopted an agreement between the tribe and the 
United States. A portion of these lands was withdrawn for the con- 
struction and development of the Huntley reclamation project pur- 
suant to the act of June 17, 1902 (32 Stat. 388), and as the indi are 
sold the Crow Tribe receives the proceeds thereof in accordance with 
the provisions of the act of April 27, 1904. 

Approximately 4,900 acres of undisposed-of land for which the 
Crow Tribe has not received any compensation are presently included 
within the exterior boundaries of the Huntley reclamation project. 
This land consists of 147 acres of irrigable land, 1,735 acres that are 
physically suitable for permanent vegetation with use for pasture or 
woodland, and 3,018 acres which are considered nonirrigable. 

These lands cannot be properly disposed of under the laws now 
applicable to them. They do not contain sufficient irrigable acreage 
to be opened to entry as farm units as provided by the reclamation 
laws. They may not be reclassified as residual lands and sold under 
the terms of the original cession legislation, as amended by the act of 
March 3, 1909 (35 Stat. 781, 797), without excluding them from the 
reclamation project and its benefits. They are not subject to sale 
under the provisions of the act of March 31, 1950 (64 Stat. 39), author 
izing the disposal of tracts of “public” lands withdrawn for reclama- 
tion purposes that are too small to be opened to entry as farm units, 
since ceded Indian lands are not ‘public’ lands in the usual sense. 
If the Indian claims are extinguished by legislation, as contemplated, 
it is proposed to offer the lands for sale to project settlers in accordance 
with the provisions of the act of March 31, 1950, supra. The sale of 
these lands has been requested on numerous occasions by the project 
settlers. The lands would be sold at not less than the appraised 
valuation, and a portion of the cost of extinguishing the Indian claims 
would thereby be returned to the United States. 

From 1904 through 1953 the Bureau of Reclamation collected the 
sum of $46,899.68 for the use of the lands in question from grazing 
and agricultural leases. ‘These lease receipts were deposited into the 
reclamation fund and credited to the repayment obligation of the 
Huntley Irrigration District in accordance with section 14 of its 
repayment contract dated January 2, 1927. The Indian tribe has 
contended that they are entitled to these revenues. Collections 
since 1953, amounting to $9,381.42 through October 31, 1957, are 
being carried in a suspense account pending a determination whether 
the tribe’s claim is valid. With respect to these lease revenues, 
the Huntley Irrigtaion District has pointed out that it does not feel 
that it is within its ability to pay out of its funds the amounts that 
have been collected and credited to the project. Section 1 (b) of the 
bill needs to be amended to allow the credits heretofore made to the 
district to remain. 

On June 17, 1952, the Crow Tribal Council adopted a resolution 
which provided that, in consideration of the payment of the sum of 
$60,000, the tribe would forever waive any and all claims to the un- 
disposed land within the exterior boundaries of the Huntley reclama- 
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Lion project, provided that 90 percent of the gross proceeds received 
by the United States from leases, bonuses, and royalties on account 
of oil and gas and minerals from any such land after the date of 
legislation extinguishing the claims of the Crow Tribe shall thenceforth 
he paid to the tribe as such proceeds are received. 

If the 4,900 acres are valued at $4 per acre, which is the minimum 
compensation for the ceded lands specified in the act of April 27, 1904, 
the practical effect of such a settlement would be to extinguish the 
Indian claims to land worth $19,600 and to accumulated lease revenues 
in excess of $56,281.10 in return for a payment to the Indians of 
$60,000, plus a share in future mineral revenues from the land. The 
latter are purely speculative at the present time, since the land is not 
now known or believed to have mineral values. 

The present Crow Tribal Council is not in accord with the settle- 
ment proposed in the 1952 resolution, but favors a settlement along 
the lines proposed by H. R. 9617. 

H. R. 9617 provides in substance for extinguishing the Indian title 
to the lands, except the minerals therein which would be retained 
by the Indians, for paying the Indians just compensation as deter- 
mined by a court of competent jurisdiction, for transferring to the 
Indians all rentals heretofore collected, and for restoring the lands 
to the public domain end making them subject to disposition under 
the reclamation and publie land laws. 

We believe that this would be a fair settlement and recommend the 
enactment of the bill with the following amendments: 

1. On page 2, line 5, change the colon to a period and add: “An 
action to determine just compensation may be commenced either by 
the tribe or by the Secretary of the Interior:’”. The present language 
of the bill makes no provision for starting the judicial procedure. 

2. On page 19, lines 10 to 20, delete all of subsection (b) and insert 
a new subsection (b) as follows: 

‘“(b) There is hereby authorized to be transferred in the Treasury 
of the United States from funds now or hereafter made available to the 
Bureau of Reclamation and to be placed to the credit of the Crow 
Tribe of Indians a sum equal to all revenues collected by the United 
States from grazing and agricultural leases on and other uses of the 
undisposed of ceded Crow lands referred to in subsection (a) of this 
section between 1904 and the date of this Act, together with interest 
which would have been earned in accordance with law on such revenues 
if they had been deposited in the trust funds of the tribe as received: 
Provided, That such transfer shall not affect the credit of any part of 
such revenues heretofore made to the repayment obligation of the 
Huntley Irrigation District.” 

The language contained in the printed bill is ambiguous and does 
not specify that the credit heretofore made on the repayment obliga- 
tion of the Huntley Lrrigation District shall remain undisturbed. 

3. On page 19, line 25, delete all of the proviso beginning on that 
line and ending on page 20, line 2. There is no need for an exception 
to the reclamation and public land laws insofar as the disposition of 
the restored land is concerned. 

4. On page 20, lines 16 to 22, delete the entire sentence beginning 
with ‘Revenues’. The revenues heretofore collected from the use of 
the ceded Indian lands are adequately covered by the amendment to 
subsection 1 (b). The revenues hereafter collected should be handled 
in accordance with the general reclamation law that is applicable. 
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The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 
Sincerely yours, 
Roger Ernst, 
Assistant Secre tary of the Interior. 


COMPTROLLER GENERAL OF THE UNITED States, 
Washington, February 24, 1958. 
Hon. Crain ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

DEAR — CHAIRMAN: Further reference is made to your letter of 
February 3, 1958, requesting our views on H. R. 9617. 

The bill | is similar to S. 1696, 84th Congress, which was passed by 
the Senate and referred to the Committee on Interior and Insular 
Affairs, House of Representatives on July 13, 1956. Senate Report 
No. 2421, which accompanied that bill, indicates that the Crow Tribe 
of Indians, pursuant to the act of April 27, 1904 (33 Stat. 352), which 
modified and adopted an agreement between the tribe and the United 
States, ceded certain lands formerly included in the Crow Indian 
Reservation in Montana. A portion of these lands was withdrawn for 
the construction and development of the Huntley reclamation project 
pursuant to the act of June 17, 1902 (32 Stat. 388), and as the lands 
are sold the Crow Tribe receives the proceeds thereof in accordance 
with the provisions of the act of April 27, 1904. There are presently 
included within the Huntley ree Jamation. project approximately 4,900 
acres of undisposed of land for which the Crow Tribe has not received 
any compensation. During the period 1904 through 1953 the Bureau 
of Reclamation collected approximately $47,000 from grazing and 
agricultural leases on the lands in question and deposited the money 
in the reclamation fund. 

The proposed bill would authorize payment to the Crow Tribe of a 
sum of money amounting to just compensation as determined by a 
court of competent jurisdiction for terminating and extinguishing all 
of the right, title, estate, and interest, except minerals including oil 
and gas, ‘of the tribe in the above-mentioned lands. In addition, the 
bill would require an accounting to be made to the Crow Tribe of the 
proceeds heretofore collected from the lands, together with interest 
which would have been earned in accordance with law on those 
proceeds had they been deposited in the trust funds of the Indians 
as received. 

The record shows that on June 17, 1952, the Crow Tribal Council 
adopted a resolution which provided, in effect, that the tribe would 
waive all claims to the land involved and the revenues heretofore 
received from those lands upon payment to it of $60,000 plus a 90 
percent share in future mineral revenues. It would appear that 
enactment of legislation similar to that proposed in S. 1696, 84th 
Congress, might be preferable and more advantageous to the Gov- 
ernment than enactment of H. R. 9617. 

The accounts current of the Crow Tribe reported by the Secretary 
of the Interior as of June 30, 1957, show balances due the United 
States of $175,457 for irrigation construction repayments and of 
$99,157 for. irrigation operation and maintenance charges. The 
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Congress may deem it desirable that such debts should be offset 
against any amounts which may be determined to be due the tribe 
if H. R. 9617 is enacted. 
Sincerely yours, 
JosnpH CAMPBELL, 
Comptroller General of the United States. 
The Committee on Interior and Insular Affairs recommends the 


enactment of H. R. 11722. 
O 
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READING ROOM 


AUTHORIZING EACH MEMBER OF THE HOUSE OF REP- 
RESENTATIVES TO EMPLOY AN ADMINISTRATIVE 
ASSISTANT 


JuNE 5, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Frrepr., from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. R. 12601] 


The Committee on House Administration, to whom was referred 
the bill (H. R. 12601) having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 

The Committee on House Administration, after numerous requests 
made in response to a questionnaire submitted on the subject, and 
in letters and personal contact concluded after due deliberation that 
there was an urgent need on the part of many Members of the House 
of Representatives for expert assistance not now provided. 

By reason of the workload increase in Members’ offices it is the 
opinion of many that a better representation could be rendered to the 
constituency by there being available a qualified assistant. It is 
believed that the salary fixed in H. R. 12601 is sufficient to retain the 
services of such a person who could render invaluable service to the 
Member. It follows that the Member could render better service to 
the people whom he represents. 

The purpose of the bill is to authorize each Member of the House 
of Representatives to employ an administrative assistant at a basic 
per annum salary not to exceed $7,500. 

Should a Member not desire to use any part of the amount herein 
authorized for this purpose, such amount may not be used to increase 
any other salaries of employees on the Member’s staff. It is to be 
used solely for the purpose of providing an administrative assistant 
for those Members who desire to make such an appointment. 

Under the provisions of this bill any Member may designate a 
person presently employed on his staff to the position of administrative 
assistant, thus creating a vacancy in the position now occupied by 
that member of his staff. 
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EMPLOYMENT OF ADMINISTRATIVE ASSISTANTS 


The maximum number of clerks who may be employed in any 
Member’s office will be increased from 8 to 9, with the exception of 
those Members whose constituencies contain over 500,000 population, 
in which case the maximum number of employees shall be increased 
from 9 to 10. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in blake brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Jornt RESOLUTION OF JANUARY 25, 1923, as AMENDED 
(2 U.S. C., see. 92) 


Resolved by the Senate and House of Representatives of the United 
States of America in Congress assembled, That hereafter appropriations 
made by Congress for clerk hire for Members, Delegates, and Resident 
Commissioners shall be paid by the Clerk of the House of Represen- 
tatives to those persons, not to exceed eight in number, plus one 
administrative assistant, to be designated by each Member, Delegate, 
or Resident Commissioner or, in the case of each Member, Delegate, 
and Resident Commissioner the population of whose constituency is 
five hundred thousand or more, as currently estimated by the Bureau 
of the Census, not to exceed [the foregoing number increased by one] 
nine, plus one administrative assistant, to be designated by each such 
Member, Delegate, and Resident Commissioner, as the case may be, 
the names of such persons to be placed upon the roll of emplovees of 
the House of Representatives, together with the amount to be paid 
each; and Representatives, Delegates, and Resident Commissioners 
elect. to Congress shall likewise be entitled to make such designa- 
tions: Provided, That such persons shall be subject to removal at 
any time by such Member, Delegate, or Resident Commissioner with 
or without cause. 


SECTION 11 (a) oF THE LEGISLATIVE APPROPRIATION AcT, 1956, As 
AMENDED 


(2 U.S. C., see. 60g—1) 


Sec. 11. (a) Notwithstanding any other provision of law, the clerk 
hire of each Member of the House of Representatives, Delegate from 
a Territory, and the Resident Commissioner from Puerto Rico shall 
be at the basic rate of $17,500 per annum except that, in the case of 
each Member, Delegate, and Resident Commissioner the population 
of whose constituency if five hundred thousand or more, as currently 
estimated by the Bureau of the Census, such basic rate shall be 
increased by not to exceed $2,500 per annum. No person (other than 
the administrative assistant) shall be paid from such clerk hire at a 
basic rate in excess of $7,000 per annum, and not more than one 
person (other than the administrative assistant) shall be paid at a basic 
rate of $7,000 per annum from such clerk hire at anv one time. Sich 
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clerk hire shall be increased to a basic rate sufficient to pay the basic 
compensation, at a rate not in excess of $7,500 per annum, of the admin- 
istrative assistant authorized to be employed under the joint resolution 
entitled “Joint resolution providing for pay to clerks to Members of 
Congress and Delegates’’, approved January 25, 1923, as amended (2 
U.S. C., see. 98). 

O 
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ATOMIC ICEBREAKER 
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READING ROOM 


June 5, 1958.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. R. 9196] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 9196) to authorize the construction of a nuclear- 
powered icebreaking vessel for operation by the United States Coast 
Guard, and for other purposes, having considered the same, report 
favorably thereon with amendment and recommend that the bill, as 
amended, do pass. 


The amendment is as follows: 
On page 2, lines 8 and 9, delete ‘‘where appropriate the Atomic 


Energy Commission,’’ and insert in lieu thereof, ‘‘the agency or agencies 
from which assistance would be sought,”’. 


Purpose oF THE Brn 


This bill would authorize the appropriation of funds to the Treasury 
Department, United States Coast Guard and the Atomic Energy 
Commission for the construction, outfitting, and preparation for op- 
eration, including training of qualified personnel, of a nuclear-powered 
icebreaking vessel capable of operation in icebound waters of the 
United States and in the Arctic and Antarctic regions. 

The bill contemplates that the Treasury Department and the 
Atomic Energy Commission, in carrying on their authorized activities 
and functions, may collaborate with and employ persons, firms, and 
corporations for the performance of special services as they may 
deem necessary. For these purposes, the Treasury Department may, 
with the approval of the Secretary of the Treasury and the agency or 
agencies from which assistance would be sought, avail themselves of 
the use of licenses, information, services, facilities, offices, and em- 
ployees of any of the various Government departments or agencies. 
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SuMMARY OF FINDINGS AND CONCLUSIONS 


After full hearing, careful study and analysis, your committee urges 
the prompt enactment of this bill. 

The principal findings and conclusions upon which this report is 
based are summarized as follows: 

1. Since World War II the United States has increasing interests 
and commitments in both the Arctic and Antarctic regions of a mili- 
tary, commercial, and scientific nature. For example, the vast 
distant early warning system was built and supplied in large part 
through the employment of surface vessels with icebreaker escort. 
The new multimillion dollar ballistic missiles early warning system 
must be built and supplied in the same way. Large mineral deposits 
have been discovered and are being exploited in Labrador and other 
areas. Oceanographic and environmental studies of the frozen seas 
are being conducted in the Antarctic as well as the Arctic. 

2. Existing law requires the Coast Guard to develop, establish, 
maintain, and operate, with due regard to the requirements of national 
defense, aids to maritime navigation, icebreaking facilities, and rescue 
facilities for the promotion of safety on and over the high seas and 
waters subject to the jurisdiction of the United States. Modern 
icebreakers are needed to carry out the Coast Guard’s responsibilities 
in the Great Lakes and many port areas of the country, and to main- 
tain itself in a state of readiness to function as a specialized service 
in the Navy in time of war. 

3. The Department of Defense advised that since 1934 there have 
been insufficient United States icebreakers to carry out all tasks 
desired. No reduction in the need for icebreakers is foreseen. There 
is no substitute for the performance-of the functions of an icebreaker. 

4. Of the 9 specially designed icebreaking vessels in the United 
States operated by the Navy and the Coast Guard, only 1 is of postwar 
design, built with bipolar characteristics, i. e., with capability of 
operating in both the Antactic and Arctic areas. The other 8 were 
designed prior to World War II, and their average age is about 14 

ears. They are, thus, not only inadequate in number, but obso- 
escent in design and condition. 

5. Despite our need for additional icebreakers and the obsolescence 
of our existing vessels, it will take at least 3 years, and prebably more, 
from the time appropriations are made available to the time a new 
prototype can be constructed and delivered. 

6. The limited endurance of conventionally powered icebreakers 
greatly reduces their efficiency and effectiveness for prolonged opera- 
tions in the polar areas. This defect can be overcome with a modern 
icebreaker powered by atomic energy. 

7. The design of an atomic-powered icebreaker will give it not only 

ractically unlimited cruising range and endurance, but enable it to 
be used to carry cargo, such as fuel, to supply, without the aid of 
other vessels, land or ice bases otherwise difficult to reach. 

8. Such a ship, fitted out as a laboratory, could serve as a base of 
operations for extended scientific studies, especially of an oceano- 
graphic and environmental nature. Testimony and recent reports 
disclose that the United States is far behind in scientific research and 
development in the Arctic and Antarctic. 
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9. The advanced state of Arctic research and scientific knowledge 
by the Russians and the fact that they have an atomic icebreaker 
nearly ready to go into operation in the Arctic cannot be minimized. 
As one expert testified: 


We now realize in our thinking that the U. S. S. R. does 
not lie either to the east or to the west of North America. 
It lies to the north of North America. 


10. In view of the trend toward the application of atomic power 
to merchant ships and the responsibilities of the Coast Guard relative 
to design and construction standards of merchant ships, it is important 
that the Coast Guard gain practical working knowledge of atomic 
propulsion as quickly and as thoroughly as possible. 

11. Recent developments indicate expanded commercial shipping 
operations in the Arctic in the near future, with consequent need for 
effective and adequate icebreaker support. An atomic-powered ice- 
breaker would be capable of greatly lengthening the navigation season 
and assuring greater efficiency and safety of such commercial 
operations. 

12. Depending upon the exact characteristics to be built into the 
proposed vessel, it is estimated that a fully modern, atomic-powered, 
icebreaker with multipurpose capability and having bipolar character- 
istics would cost between $40 and $60 million. The great advantages 
of the application of atomic energy to an icebreaker offsets the cost 
differential over a conventially powered vessel more than in any other 
type of noncombatant vessel in the present state of development of 
this source of power. In fact, when all factors are taken into account 
the support of operations such as those required in the Antarctic by 
an atomic icebreaker would result in net savings against support by 
conventionally powered vessels. 

13. The Atomic Energy Commission recommended favorable con- 
sideration of the bill because of (a) the greater endurance and efficiency 
of an atomic-powered icebreaker, (6) the material contribution such a 
project would make to the advancement of reactor technology and 
(c) the fact that the utilization of a nuclear-power plant would afford 
an excellent opportunity to demonstrate a peaceful use of atomic 
energy in a practical application. 

14. According to the Atomic Energy Commission, neither the pro- 
visions of the bill as reported, nor the carrying out of the project, will 
impair or interfere with other high priority atomic programs. 

15. In view of the multipurpose uses which can be made of the 
proposed vessel for noncombatant operation and the historic mission 
of the Coast Guard in peace and war, that agency is the appropriate 
one to operate the vessel. 

16. The Navy and the Coast Guard work together very closely, and 
the vessel would be readily available to the Navy for high priority 
tasks requiring its use. 

17. The testimony fully supported the need for the earliest possible 
construction of the icebreaker which would be authorized by this bill. 
There is no opposition from any source. 

Because this legislation encompasses matters beyond the daily con- 
sideration of the average person, your committee deemed it desirable 
to analyze the testimony rather fully. Accordingly, there follows a 
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detailed statement of the background of the legislation and analysis 
of the testimony. 


BACKGROUND OF LEGISLATION 


The use of specially designed vessels to navigate icebound waters is 
a relatively recent development in the United States. However, as 
early as the middle 1880’s the Revenue Cutter Service operated a 
special iceworthy vessel in annual trips to Alaska. This famous old 
vessel, named Bear, served for many years in revenue patrols, explo- 
ration, and search and rescue work in Alaskan waters. In the middle 
1920’s the Bear was replaced by the Coast Guard cutter, Northland, 
but it, too, was not in the true sense an icebreaker. Although specially 
designed vessels with icebreaking capability had been used in northern 
Europe and Russia for many years, it was not until just prior to 
World War II that the growing strategic significance of the Arctic 
regions led the thinking in the United States and in the Coast Guard 
to the need for acquiring specially designed icebreakers. At that 
time, the farflung submarine menace of the Nazis caused justifiable 
fears that Greenland might fall into German hands. The Coast 
Guard was called in to provide transportation back and forth to 
Greenland for certain Government representatives to the Danish 
Government in exile and their territory of Greenland. It was recog- 
nized that the United States would have to provide some sort of effec- 
tive protection to Greenland if we stayed out of the war. And if we 
were drawn into it we would be operating in the area. Accordingly, 
the Coast Guard requested authorization and funds for the construc- 
tion of icebreakers to operate in the Greenland region. 

In preparation for the building of specially designed icebreakers, 
Coast Guard personnel was sent to northern Europe, particularly the 
Scandinavian countries, to gather all obtainable information on the 
experience gained in that area in the construction of such vessels. 
The authorization act was approved in 1941, after being considered 
and favorably reported by your committee. It was carried through 
as a joint Navy-Coast Guard project since the United States was at 
war and the Coast Guard had become a part of the Navy by the time 
work was commenced on the project. 

The initial program included four vessels of the so-called Wind 
class, to be named the North Wind, East Wind, South Wind, and West 
Wind. The Soviet Government, then our ally, made a request for 
the transfer of these icebreakers to their custody. Three of them 
were turned over to the Russians upon completion. They remained 
there until 1950-51. Three replacement vessels were authorized, but 
were not completed until after the war, so that at war’s end the 
United States possessed only one seagoing, deep-draft icebreaker. 

The need for keeping harbors and channels open in the interest of 
the war effort resulted in the construction of the icebreaker Mackinaw 
for operation by the Coast Guard in the Great Lakes, and a number of 
other vessels with varying degrees of icebreaking capabilities. Since 
the war, only one new icebreaker has been laid down and constructed 
in the United States. This vessel is the Glacier, built by the Navy, 
and is an advanced design over the original Wind ships. 


. 
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At the present time, the United States has 8 seagoing icebreakers 
and 1 Great Lakes icebreaker. Of the seagoing icebreakers, the 
Navy operates 5 and the Coast Guard 3, with the Coast Guard oper- 
ating the Great Lakes icebreaker for a total of 4 out of 9. 

A number of major considerations were involved in the introduction 
of this legislation. These considerations included: 

1. The responsibilities of the Coast Guard under the law to develop, 
establish, maintain, and operate, with due regard to the requirements of 
national defense, aids to maritime navigation, icebreaking facilities, and 
rescue facilities for the promotion of safety on and over the high seas and 
waters subject to the jurisdiction of the United States; and shall maintain 
a state of readiness to function as a specialized service in the Navy in time 
of war (August 4, 1949, ch. 393, sec. 1, 63 Stat. 496). 

2. The need of the Coast Guard to have the most advanced design 
of equipment in adequate quantity to carry out its responsibilities 
ere 

The need for the Coast Guard to keep abreast of developments in 
sseraa shipping, in order to carry out more effectively and efficiently 
its responsibilities in the field of plan approval, marine inspection, 
etc., if atomic energy is applied to merchant ships in the immediate 
future. 

4. The interest of the United States in the polar regions in connec- 
tion with national defense, exploration, research and development, 
and commercial exploitation of resources. 


ANALYSIS OF THE TESTIMONY 


in view of the fact that your committee has had no occasion to 
consider the icebreaking aspect of the Coast Guard mission since 1941, 
when the Wind class breakers were authorized, a special approach to 
the hearings on this legislation was adopted. 

It was deemed important to hold the hearings in two phases. The 
first phase was devoted to gaining background information on the 
entire question of the interest of the United States in the Arctic and 
Antarctic areas and the need for specialized vessels capable of navigat- 
ing in ice for long periods of time. After completion of the background 
testimony, the second phase of the hearings covered the bill itself 
and the need for special legislation. 

So few Members of Congress have had occasion to acquire firsthand 
knowledge of the geography, climatic conditions, and the unique 
problems of operations in the polar regions that your committee 
went to considerable pains to receive a “thorough briefing on these 
matters from the most highly qualified experts available. “The hear- 
ings were supplemented by motion pictures, maps, charts and slides, 
including a Royal Canadian Navy film showing the transit of the 
Northwest Passage by the Canadian icebreaker Labrador as part of 
joint United States-Canadian Arctic operations. 

The following specially qualified witnesses presented testimony on 
various aspects of current conditions in the polar regions, with par- 
ticular regard to the interest of the United States in those areas 
relative to national defense, exploration, research and development, 
commercial exploitation of resources and commercial transportation: 
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Vice Adm. John M. Will, Commander, Military Sea Transportation 
Service 

Admiral Will assumed his position as commander of the Military 
Sea Transportation Service in July 1956. He has made several ex- 
tensive trips to the Arctic in connection with the construction and 
supply of our far north ring of radar detection bases, known as the 
DEW (distant early warning ) line. In connection with these opera- 
tions, Admiral Will was in command of the joint United States- 
Canadian operations in the Arctic in the summer of 1957, when the 
first successful large-scale transit of the Northwest Passage, from 
Greenland to Alaska, was completed. As commander of MSTS, 
Admiral Will is eminently qualified with respect to both merchant 
and military shipping. His testimony acquainted the committee 
with the problems encountered in the DEW line and Arctic shipping 
operations generally. 

Since 1950 MSTS has been responsible for transportation of the 
vast quantities of supplies, materiel, and personnel needed to build 
up the line of bases reaching all the way across the North American 
Arctic from Alaska to Greenland. Initially, the ships involved were 
almost all Government-owned vessels, but by 1960 the supply and 
resupply of Arctic bases will be largely by commercial vessels. With 
support from conventional icebreakers, supply vessels must get in 
and out of the Arctic within a maximum of 3 months in each year. 

Normally the supply mission has engaged the services of all but 
one of the available American icebreakers. While it was testified 
that the original DEW line project could be supplied under normal 
conditions within the short open season, there is currently pending 
another huge construction proposal to build new bases in the far 
North for antimissile missions which will involve about $190 million 
for construction alone, making further immediate large-scale demands 
on our ability to navigate in the Arctic seas. 

In the course of his testimony, Admiral Will commented on com- 
mercial developments in the far north. For example, the transpolar 
route is becoming increasingly popular for intercontinental air travel. 
Frobisher Bay Airfield in Baffinland averaged almost 79 planes per 
day taking off and landing during February of last year, for a total of 
over 2,200 planes. This base is expected to become a commercial 
airport within a very short while. 

ndestromfjord, Greenland, is already a regular stop for Scandi- 
navian airlines, with a very comfortable hotel and restaurant available 
the year round. 

Development of the iron ore and other mineral deposits in Labrador 
and Baffin Island will bring additional commercial shipping into the 
area in the near future. 

Thus, with all these new developments, it is reasonable to expect a 
great increase in shipping operations in the far north. 


Dr. John Calvin Reed, geologist, staff coordinator and Arctic expert, 
United States Geological Survey, Department of the Interior 

Dr. Reed, trained as a geologist, has been with the Geological 

Survey for over 25 years, and has become one of the leading authorities 

on the American Arctic. His testimony included consideration of the 

mineralogy of northern Alaska, and other observations in connection 
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with economic prospects in the Far North, and the state of our 
scientific knowledge in that area. 

Dr. Reed explained that, with modern developments in equipment, 
transportation and communications, the Arctic is not the closed area 
that 1t used to be, and the requirement of modern knowledge of the 
Arctic under this concept is increasing and urgent. “This can be 
simplified,” he said, “by saying that we now realize in our thinking 
that the U.S. S. R. does not he either to the east or to the west of 
North America. It lies to the north of North America.” 

Last summer a survey group, under the joint auspices of the Office 
of Naval Research and the Arctic Institute of North America, reviewed 
Arctic research of North America from Greenland on one side to 
Alaska on the other. 

It was the considered opinion of that group on its return Jast fall 
that the status of Arctic research, so far as the United States is 
concerned, is woefully inadequate. Further, the programs that are 
underway and planned, even if carried out, would be far too small 
to satisfy our real requirements. Stepped up activity is necessary. 
Rear Adm. Leo Colbert, United States Coast and Geodetic Survey (re- 

tired), Director, Arctic Institute of North America 


Admiral Colbert, before going with the Arctic Institute of North 
America, was Director of the United States Coast and Geodetic 
Survey. Admiral Colbert has had wide experience with ocean research 
and survey work. His testimony covered the extent of work done by 
the Arctic Institute of North America and by other organizations and 
other countries, including the U.S. S. R., with regard to prospects for 
economic development of the Arctic, the need for specialized equip- 
ment such as icebreakers, and additional research activity and 
facilities. 

Admiral Colbert elaborated on the great need for stepped up Arctic 
research in the interest of national defense in the fields of ice; oceanog- 
raphy and bathymetry; geophysics; landforms; meteorology; biology, 
ecology, and human factors; communications, navigation, and detec- 
tion; and logistics. Of great significance, in the opinion of your com- 
mittee, is the following quotation from the survey conducted in the 
Arctic last fall by the Arctic Institute of North America and the 
Office of Naval Research: 


The concept that the Arctic is a barrier to an aggressor is 
no longer tenable. Expanded Arctic research is essential 
so that we may extend our northern military frontier to the 
Soviet Arctic littoral. Our eastern and western military 
frontier abut the geographic borders of the Moscow-Peiping 
Axis, whereas a vacuum exists in the Arctic Ocean area due 
to our lack of capability in this region. 

Geography canalizes the Soviet air-strike capability 
against the continental United States over the north polar 
desert, for reasons of distance and attack security. Russia’s 
historic preeminence in cold-regions research, development 
and operations must be reckoned with in this connection. 
Large-scale, intensive and competent Arctic research develop- 
ment is being pursued by the Soviets without fanfare. 
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This committee noted that we cannot rely on Arctic 
research by private enterprise since it has insufficient 
economic incentive to warrant rapid, large-scale expenditures 
of funds for scientific investigation of snow, ice, and related 
phenomena and for basic geophysical research on problems 
peculiar to the Arctic. Instead of past and presently planned 
financial starvation of fundamental and applied Arctic 
research, the volume of such research must be sharply in- 
creased. This increase should be immediate because of the 
years of lag between the obtaining of scientific data and 
their translation into operating capabilities. 

An absolute prerequisite to our effective use of the high 
Arctic is the harnessing of its environment. The Arctic’s 
true military potential can only be transformed to the 
dynamic by means of studies specificially oriented to the 
problem. Modern technology will make possible military 
operations in the far north—under the ice, on the ice, and 
over the ice. 


Admiral Colbert described the accelerated activities of the U.S.S. R. 
in the Arctic with particular reference to the large new atomic-powered 
icebreaker launched last November. (Recent news stories indieate that 
she will soon be taking her trial trip.) 

This vessel is of a new type which will permit a change in the 
characteristics of navigation through ice, making it possible to prolong 
voyages in the north seas and to master higher latitude shipping 
routes and to broaden the research front in the central polar basin. 
The use of atomic energy will mean that the icebreaker will have 
several important advantages over coal or diesel-powered icebreakers. 
It is estimated that the new Russian icebreaker will be 50 percent 
more powerful than a conventionally powered icebreaker of the same 
dimensions, and will be able to travel 10 to 12 times as far without 
refueling. Up to 30 percent of the displacement of an ordinary 
icebreaker is consumed by the fuel, of which it must carry thousands 
of tons, while atomic fuel is measured in grams, giving the vessel 
unlimited range. By the saving of fuel space, the power of the 
engine can be increased and the hull strengthened so the vessel will 
be able to break through Arctic ice presently impregnable to the 
most modern conventionally powered icebreaker. The new Soviet 
vessel will be equipped to carry a minimum of 200 scientists on board, 
in addition to operating personnel. 

The conclusion to be drawn from Admiral Colbert’s testimony is 
that it is of urgent importance that the United States engage in an 
accelerated program of research in the Arctic, including the conduct of 
such research from an icebreaker carrying sufficient scientists to 
cover the geophysical branches of scientific knowledge. He pointed 
out that the benefits to be gained from such a thorough program 
would be of inestimable value, not only in terms of dollars, but in 
terms of lives in the peaceful conquest of the far north, as well as in 
possible military activity. 


Dr. Paul A. Siple, geographer and polar expert 


Dr. Siple is considered one of the most outstanding experts on the 
Antarctic, having spent a great deal of time on the South Polar 
Continent on 5 different expeditions since 1928. He has just recently 
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returned from Antarctica, having spent most of last year at the 
South Pole as director of Operation Deep Freeze. While Dr. Siple is 
an employee of the Department of the Army, and participated in the 
International Geophysical Year activities in Antarctica, his appearance 
before this committee was in the capacity of polar expert. His testi- 
mony included description of the history of Antarctic exploration 
and problems and prospects in the area. 

Dr. Siple defined the explored and unexplored areas of the Antarctic, 
the extent of claims made by various nations to the Antarctic Conti- 
nent, and the location of the various international stations participating 
in the International Geophysical Year. 

Dr. Siple described United States activity in the Marie Byrd Land 
sector where the two largest United States bases are located. His 
testimony can best be summarized by the following extract from the 
hearings. He said: 


Now, to mention some of the difficulties involved in ships 
operating in Antarctic waters, especially along the coast of 
Marie Byrd Land. This coastal area has, to date, not been 
reached directly by ship. Up to now, all exploration of this 
region has been made by aircraft based on ships far at sea 
or by approaching the area from the side by dog teams, trac- 
tors, and aircraft. 

To date, we have been deterred from the most desirable 
method of operating in the area by lack of icebreakers. 
Heavy icepack stretches out for two or three hundred miles, 
so far barring normal operations along the coastline from the 
air and I personally believe that if a ship could get through 
the icepack, it should be possible to skirt a good portion of 
this coastline and conduct much needed scientific surveys of 
the region. 

Up to now, we have had to operate mostly from harbors in 
territorial segments claimed by other countries. Many of 
the countries claiming segments of the Antarctic are prone to 
indicate Marie Byrd Land and Ellsworth Land as a United 
States claim. Actually, the United States has never made 
an Antarctic claim. But it is significant that after all we 
have done to explore Antarctica, we have been left only the 
portion that has no ports. 

In the Ross Sea area, claimed by New Zealand, ships can 
usually find openings in the icepack throughout the summer 
months, and, with moderate sized icebreakers of the Wind 
class, move through the ice without too much trouble. 
Occasionally, even here, ships run into difficulty such as we 
encountered during Operation High Jump, when it took 3 
weeks for the Northwind to lead a group of naval ships 
through the pack. In this case, an icebreaker of the Wind 
class did not prove adequate since its maneuverability was 
not matched by a beam wide enough to leave a clear straight 
passage for cargo-type vessels. As a result, a number of the 
thinner ihn vessels being escorted were damaged. 

The vexing problem in Antarctic operations is fuel—fuel 
for ships, aircraft, vehicle operations, and heating—its bulk, 
weight, and cost. It has been estimated that fuel delivered 
to the South Pole costs around $10 a gallon. Those of us 
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warmed by it did feel privileged but we couldn’t help but 
shudder when a bit spilled. 

Icebreakers with essentially unlimited fuel supplies could 
give an expedition far more freedom of operation. Such 
crushers could be operational in the icefields for prolonged 
periods, dispelling any fear of danger or severe hardship if 
locked in the icepack. At present, most icebreakers are 
limited to 2 or 3 month’s operation in heavy ice before being 
forced to return for resupply of fuel. 

It is obvious that, in respect to fuel requirements, an 
atomic-powered icebreaker would be useful. In addition 
to being able to operate for indefinite periods in icepack 
areas, an atomic-powered icebreaker could, in place of fuel 
loads, carry cargo and, thus, without the aid of other 
vessels, supply land bases otherwise difficult to reach. 

Such a ship, if fitted out as a laboratory, could serve as a 
base of operations for extended scientific studies, especially 
of an oceanographic nature. 


Rear Adm. C. W. Thomas, United States Coast Guard (retired) 


Admiral Thomas is presently with the National Academy of 
Sciences, and has participated in the International Geophysical 
Year program. He has had extensive experience in command of ice- 
breakers in both the Arctic and Antarctic. His testimony, on the 
basis of that experience, included description of icebreaker operations, 
current requirements, and a description of the advantages or dis- 
advantages of nuclear versus conventional powerplants on such 
vessels. 

Admiral Thomas pointed out that the Wind class of icebreakers 
were built for the Arctic, and not with bipolar characteristics in mind. 
The type is too short to provide efficient towage of vessels in the 
Antarctic where larger ships are necessary in order to carry a greater 
supply, due to the greatly lengthened lines of communication between 
the United States and Antarctic. Moreover, the numbers of existing 
icebreakers are inadequate to satisfy demands for icebreaker support 
of operations in both the Arctic and Antarctic. While recent experi- 
ence in the far north indicates that the resupply of bases requires fewer 
ships than the original effort, this has not proven to be the case in the 
Antarctic. For example, the total tonnage of freight carried down 
to the Antarctic for Operation Deep Freeze LIL exceeded that of the 
initial penetration in Deep Freeze I. 

As to the desired type of icebreaker for use under anticipated 
conditions in the future, Admiral Thomas’ testimony was clear and 
convincing. He said: 


I have been asked to comment not only on the current type 
of icebreaker, but also on the advantages of the various types. 
The Glacier is a Navy icebreaker which is 311 feet long. 
I recommended construction of this icebreaker upon conclu- 
sion of Operation High Jump, because the Wind class was 
too short and the beam was insufficient to provide adequate 
support to convoy, particularly of large ships. The Glacier 
type was built longer so that she would be able to steer a 
straighter track. She was built beamier so she would be able 
to provide escort for vessels whose beam was at least 75 feet. 
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She does have, incidentally, a 75-foot beam. Her draft is 
29 feet. She carries a crew of 228 men and 15 officers. 

“The Glacier has been far more successful in the Antarctic 
than the Wind class because of those characteristics. How- 
ever, even the Glacier has her limit in endurance. She cannot 
keep the area any longer than 3 months. At least she hasn’t 
been able to during the two expeditions I was with her. 
However, even that is better than 2% months’ endurance of 
the Wind class. 

The advantages of atomic power versus conventional type 
of propulsion with fossil fuels is another point I have been 
asked to talk about. The chief advantage of atomic power is, 
of course, endurance, ability to operate away from your bases. 
At the present time, we are able to get along in the Antarctic 
because we have friendly nations in the Southern Hemisphere 
who are furnishing us with fuel. There is no guaranty that 
that fuel will be forthcoming indefinitely. The political 
situation, as you gentlemen know, can change overnight 
and at least restrict the use of fuel oils in the Southern 
Hemisphere to the local use of the various states, and deny 
supply to our Antarctic effort. 

he other advantage of nuclear power versus conventional 
type, I think, comes in ability to get a longer length and a 
greater beam. I believe that icebreakers should be longer 
than the Glacier. I think that the Russians probably put a 
great deal of thought and a great deal of study into the 
characteristics of the Lenin, which icebreaker is 432% feet 
long, has a beam of 90 feet, tonnage of 16,000, horsepower of 
44,000, and a draft of 30 feet. 1 feel that they figured that 
would provide them the optimum in the ability of the ship 
to break ice, to carry a limited amount of freight, and to 
conduct scientific investigation and, also, to support their 
northern sea route. I think those things have been brought 
out as the reason for her construction. I think that any- 
thing we build should be along similar lines. Maybe it 
should be longer. I am not competent to say that it should 
be any longer or any shorter, but I have been told this; that, 
after you have reached a point, I think around 350 feet long 
in an atomic-powered icebreaker, you can add to your length 
requirements and your beam and draft. In other words, 
you can put more momentum into that ship without in- 
creasing your fuel storage or your personnel requirements. 
Now, your personnel and fuel storage, of course, become quite 
significant when you build up your momentum. It also has, 
then, that advantage, in addition to endurance. 

Of course, too, there is the power requirement for your 
scientific effort. Some of the disciplines have been mentioned 
by Dr. Siple and Dr. Reed and Admiral Colbert—disciplines 
which can be investigated in the Arctic Basin and also in the 
Antarctic through icebreakers and only through use of ice- 
breakers. So that not only these disciplines, but others 
which were not mentioned, would require the production of a 
great deal of power—power which would be beyond the en- 
durance of conventional fuels to produce. In other words, 
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where you are using a lot of electricity to produce the elec- 
tronic demands of a lot of disciplines, then you are going into 
a terrific amount of fuel consumption unless you have some 
source of fuel which does not require a great deal of space, 
such as nuclear fuel. 

The ability of the atomic vessel to sustain itself would also 
include the consumption of water. Now, when you take 
water in the Arctic region, you either take it from an ice floe 
and pump it on board into your tanks, or you must get out 
and chop it out in the winter and melt it, or you must use fuel 
to produce it. And that fuel consumption over a period of 
time becomes quite significant. On the Wind type of ice- 
breaker,we used to use about 10,000 gallons of water a day 
during wartime, where we had a complement of about 355 
officers and men. But even so, we had to go very spar- 
ingly, and that was the absolute minimum that would sustain 
the crew and still keep it clean. 

When you consider the Wind class of ship is about 14 years 
old now, and it has been mentioned that the life of a ship is 
20 years, you have about 6 more years of expectancy to the 
life of a Wind ship. It is going to take, to build a new ship, 
about 3 years to get her planned and at least 3 years to produce 
the vessel. Also, you are going to have to iron out the bugs, 
and that is going to take a little time, say 3 years. In other 
words, you are producing a prototype upon which to base 
a class. Now, the prototype would be the pioneer, or you 
might say the guinea pig, because there are bound to be some 
bugs in all construction. But it can be, as was the case with 
the Wind class, a successful implement right off the bat. 

So that in planning for the requirements of an icebreaker, 
I do not think we should focus our attention upon what the 
needs are today. I think that would be a very shortsighted 
policy. I think we have to project our imaginations into 
what are going to be the requirements we will need 10 or 15 
years from now. ‘We can draw upon some of the testimony 
or some of the statements which have been made before this 
committee by other speakers. For example, Dr. Siple thinks 
that we are in the Antarctic to stay. I agree with him. I 
think most people do agree with him. In which case, we are 
going to have to have icebreaker services, no matter to what 
degree we are there. And he thinks, and I agree, that it is 
going to expand. Therefore, that makes even more valid 
the requirement of an icebreaker with sufficient endurance to 
support any efforts we have in that region. 

Also, we have to consider the northward trend of the 
airlines. We have the air routes continually pushing north- 
ward, traversing the shortest distance between two points 
along the great circle routes, which in a good many cases pass 
right over the pole. I think that any icebreaker built 
should be able to support that by being able to get within at 
least helicopter range of any plane disaster. I do not think 
that you can rely entirely upon wheeled aircraft to be able to 
get to a scene where a plane has been forced down, and effect 
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rescue. That can best be done by a vessel, providing the 
vessel has the capability of reaching that point. 

[ think Admiral Will stated that there will be a commercial 
effort in the support of DEW line, and that engenders, I 
think, further commercial efforts in the Arctic. There is no 
doubt but that the Arctic resources will have to be exploited 
as Dr. Reed indicated, and there is no doubt that transporta- 
tion would enable us to get at the resources of the Arctic and 
also the Antarctic, and that unless transportation has a 
reasonable assurance of support by icebreakers, I don’t think 
that we are going to get very far. We have to be able to 
support that transportation effort with a ship which is 
adequate to the task. 


A question was raised as to whether or not atomic submarines 
might eliminate the need for icebreakers or be able to perform in the 
capacity of an icebreaker. The testimony was emphatic that such a 
submarine could not, under currently foreseeable developments, be 
effective both as a submarine and an icebreaker, and certainly would 
not vitiate the requirement for icebreaking surface vessels. 

In conclusion Admiral Thomas said: 


There is a possibility that there may some day be a war, 
and there is a possibility that that war will certainly have 
an Arctic character; and I cannot think of any more impor- 
tant vessel built for the Arctic theater than an icebreaker. 
And I cannot think of any more effective power than nuclear 
power. 


After concluding with the background testimony presented by the 
foregoing expert witnesses, the committee heard from Vice Adm. 
A. C. Richmond, ( ‘ommandant of the United States Coast Guard; 
Rear Adm. A. G. Mumma, Chief of the Bureau of Ships, Department 
of the Navy, and ( ‘ordinator of Shipbuilding Conversion and Repair 
for the Department of Defense; and Louis H. Roddis, Deputy 
Director, Division of Reactor Development, Atomic Energy 
Commission. 


Unitep States Coast GUARD 


Briefly stated, the Commandant of the Coast Guard outlined the 
part played by that agency in the operation of icebreaking vessels in 
times of peace and war, and generally described the Coast Guard’s 
responsibilities and functions in this connection. He pointed to the 
desirability of additional icebreakers in the interest of being prepared 
to discharge the Coast Guard “military readiness” function, as well 
as the probable needs of commerce in the Great Lakes area when the 
St. Lawrence seaway is opened. He further pointed out that since 
we are presently operating our seagoing icebreakers primarily in the 
interest of an overall national requirement, rather than as a specific 
duty of the Coast Guard, this bill should likewise be justified on basic 
national requirements. In other words, if the present eight seagoing 
icebreakers are inadequate to meet our national requirements for 
national defense, research and rescue, and commerce generally, then 
the requirement for additional United States icebreakers is established. 
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Moreover, as to atomic power, the possibility of such a vessel having 
to spend long periods in polar regions, particularly if caught in the 
ice, the long sea-keeping ability of nuclear power would be a very 
desirable advantage. Additionally, in view of the probability that 
atomic energy would be the future source of power for combatant 
ships in the event of an emergency, Admiral Richmond stated he felt 
it would be highly desirable for the Coast Guard to have a cadre of 
personnel familiar with operation under atomic propulsion. He stated 
that if we intend to continue operations in the Antarctic, the present 
icebreakers have definite limitations, even for summer operations. 

In summary, the Commandant testified that after hearing the expert 
testimony presented to the committee and accepting the premise that 
the United States would have a continuing interest in the Antarctic, 
it was his opinion that it was in the national interest that we should 
have an atomic icebreaker, and that the Coast Guard should be the 
operating agency, either to carry out specific Coast Guard assign- 
ments or in cooperation with the Department of Defense and other 
agencies or military or scientific missions. 


DEPARTMENT OF DEFENSE 


The Department of Defense supports enactment of this legislation, 
having reversed its original stand in qualified opposition to it. In its 
initial written report on the bill, the Department of the Navy, on 
behalf of the Department of Defense, stated that while a nuclear- 
powered icebreaker would have worthwhile military advantages, the 
enactment of the bill might delay the construction of other nuclear- 
powered vessels having a much higher priority, and opposed it as 
being premature. This opposition was predicated upon the belief 
that the United States industrial capacity for production of nuclear 
power plants might be taxed by the construction of this vessel. Ex- 
ception was also taken to language in the bill, as introduced,which 
might be construed to grant authority to the Secretary of the Treasury 
to call upon special skills, services and facilities already engaged on 
high priority Navy projects, to their detriment. 


Atomic ENeRGY COMMISSION 


The official report and subsequent testimony of the Atomic Energy 
Commission dispelled the first objection, as expressed by the Depart- 
ment of Defense. 

As to the second, your committee readily acceded to the suggested 
amendment which would make it amply clear that the construction of 
an icebreaker would in no way be permitted to interfere with com- 
batant naval vessels having a higher priority. 

The Atomic Energy Commission witness testified that if the Coast 
Guard required the services of an additional icebreaker it would be 
not only feasible, but advantageous as well, to use a nuclear plant as 
a source of power. The reasons for this conviction were stated as 
follows: 


In the performance of its tasks, an icebreaker might be 
required to spend prolonged periods of time at sea at high- 
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or 


power output without opportunity for refueling. The use of 
nuclear fuel could meet this requirement in a superior fashion. 

Likewise, nuclear power, since it weight change is less 
sensitive to increased power output, might result in a more 
efficient vessel as this characteristic of an icebreaker is a 
function of power per unit displacement. 

Moreover, if sufficient time were allowed for research and 
development, the development and operation of the nuclear 
propulsion might contribute materially to the advancement 
of reactor technology. 

The proposed icebreaker would probably be more expen- 
sive to construct than a conventionally powered ship. How- 
ever, in view of the offsetting considerations stated above, 

the utilization of a nuclear powerplant would appear to afford 
an excellent opportunity to demonstrate a peaceful use of 
atomic energy in a practical application. Accordingly, if 
the services of an additional icebreaker are required, we 
would recommend favorable consideration of H. R. 9196. 


The Deputy Director, Division of Reactor Development, Atomic 
Energy Commission, further testified on two important points. 
First of all, he estimated that a nuclear propulsion plant for the type 
of ship concerned, based upon the current technology, would cost 
approximately $30 million for the complete plant, and that it would 
take approximately 3 vears from the time funds became available to 
get the propulsion plant installed in the ship. This estimate of the 
cost of the nuclear propulsion plant accords with the testimony of the 
Bureau of Ships that the total cost of building a nuclear-powered 
icebreaker would range from $40 million to $60 million, depending 
on the design and size of the ship. 

The second point made by the Atomic Energy Commission repre- 
sentative was that there is a substantial excess capacity in the reactor 
construction industry in this country. 


DEPARTMENT OF COMMERCE 


The Commerce Department, which is presently engaged in a project 
for the construction of the first nuclear-powered merchant vessel, 
deferred to the views of the Treasury Department in respect of the 
need for the proposed vessel, but pointed to the advantages to the 
American merchant marine from the construction and operating 
experience of a nuclear-powered icebreaker. The Acting Secretary 
of Commerce reported that: 


While the operation of such a vessel would not be directly 
comparable to commercial transport, the application of nuclear 
power to propulsion of such a vessel should afford an opportunity 
for testing such propulsion in extended operation under rigorous 
conditions without dependence on an outside fuel supply, and 
without involving the risks of commercial transport of passengers 
and cargo. 
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AMERICAN MERCHANT MARINE INSTITUTE 


In addition to the foregoing witnesses, the committee was advised 
of the support of the proposed legislation by the American Merchant 
Marine Institute, who urged that— 


no time should be lost in having available to the Coast Guard 
a vessel of the type called for in the aforementioned legisla- 
tion, since the Coast Guard has prime responsibility in 
connection with the safety and regulation of merchant vessels, 
including their propulsion machinery. 


The institute pointed out that with the imminent prospect of the 
application of nuclear power to merchant shipping— 


it would be of great advantage to the Nation in general, 
and specifically in the interest of the American merchant 
marine, for the Coast Guard to be as up to date as possible 
in the handling and operation of new propelling machinery 
so that there will be no lag in their appreciation of and 
understanding of the complications which are implicit in nu- 
clear propulsion, and the necessary regulation thereof. 


AMERICAN LEGION 


The American Legion, by letter of February 12, 1958, advised the 
committee of its support of this legislation as follows: 


The Soviet Union, it is reliably reported, has already built 
an atomic-powered icebreaker while we are still debating 
the wisdom of such a move. In the far reaches of the 
Arctic and Antarctic can there be any doubt as to desirability 
of having a vessel whose range and endurance is literally 
unlimited? So long as we propose to maintain interest in 
these new frontiers, so long as we are required to maintain 
and supply our early warning lines in the far north, the United 
States should authorize the construction of the type of vessel 
that best suits the demands of that area. 

Nuclear propulsion is the power of the future. To delay 
now is merely to deter progress. The experience gained 
from the operation of a nuclear-powered merchant icebreaker 
by the Coast Guard which has prime responsibility for the 
safety and regulation of merchant ships will serve them 
in good stead as our nuclear merchant marine comes into 
being. 





DartmMoutH CoLLeGre, DEPARTMENT OF GEOGRAPHY 


Dr. David Nutt, research associate in geography at the Dartmouth 
College department of geography, a member of the board of directors 
of the Arctic Institute of North America, and having extensive back- 
ground in both Arctic and Antarctic regions, wrote that: 


The atomic icebreaker is one answer to our goal of a con- 
tinued Arctic capability. The arguments that we can get 
along at present with conventionally powered icebreakers are 
not convincing. Every year brings forth new and expanded 
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requirements; and in any emergency the extension of the 
Arctic navigation season and icebreaker operations would be 
an obvious necessity. 


Dr. Nutt suggested that the testimony given to the committee 
brought out a most interesting facet to the whole plan, that it is a 
team project, a cooperative effort, with interests spread out among the 
Coast Guard, the Department of Defense, the Navy, the Atomic 
Energy Commission, MSTS, and the several agencies involved in polar 
science. He said: 


I hope that the development of an atomic icebreaker, if 
authorized, would be undertaken as a cooperative national 
effort with the most careful and fullest exploitation of all 
potentialities. 


Curer oF NAvAL OPERATIONS FOR DEPARTMENT OF DEFENSE 


Although the testimony before the committee conclusively demon- 
strated the immediate need for commencing the construction of a 
nuclear-powered icebreaker with bipolar and multipurpose capabilities 
for operation by the Coast Guard in the national interest, your 
committee directed the chairman to request a full review of the 
transcript by the Office of the Chief of Naval Operations and the 
Office of Naval Research in the Department of the Navy, as well as 
other appropriate branches of the Department of Defense, with a 
view to making a further report on the bill. By letter of March 10, 
1958, the Chief of Naval Operations reported that after complete 
review of all operational aspects of nuclear icebreakers, as well as 
the transcript of the hearings by the Department of the Navy, the 
Department of Defense ‘‘now supports enactment of H. R. 9196.” 
This report stated that such a vessel could be extremely useful in 
obtaining much needed scientific information in Arctic regions and, 
in particular, information on weather, bathymetry, physics of sea 
ice and currents, draft and water structure for applic:tion to navi- 
gation, sonar propagation, and sea-ice protection, as well as other 
hydrographic information. It was further recognized that there is a 
“sense of urgency”’ in acquiring such information. 

As to the national need for such a vessel, this report points out that 
since 1934 there have been insufficient United States icebreakers to 
carry out all tasks desired, but that by operating continuously they 
have been able to carry out those high priority tasks assigned. No 
reduction in the need for icebreakers is foreseen in the near future, and 
in fact, further high priority tasks might be assigned them without any 
reduction in those programs in which they are now engaged. This 
Navy report pointed out that while it is not possible for the Navy to 
upgrade the priority for the construction of a nuclear-powered ice- 
breaking vessel within its own program at this time, since the Navy 
and the Coast Guard work together very closely, if this vessel were 
built for the Coast Guard it would be readily available to the Navy for 
high priority tasks requiring its use. 

The departmental reports follow: 
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TREASURY DEPARTMENT, 
‘ashington, January 15, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuatrman: Reference is made to the request of your 
committee for the views of the Treasury Department on H. R. 9196, 
a bill to authorize the construction of a nuclear-powered icebreaking 
vessel for operation by the United States Coast Guard, and for other 
purposes. 

The purpose of this bill is to authorize the appropriation of funds to 
construct and prepare for operation, by the Coast Guard, of a nuclear- 
powered icebreaking oaied. The collaboration and contracting for 
special services of persons or firms, civil and governmental, is per- 
mitted. 

The Coast Guard is very interested in all aspects of development of 
nuclear power for the propulsion of vessels. However, in programing 
its needs for vessels of the many types which are pedicel including 
smaller types as well as cutters, there is not a present project for a 
vessel of the type suggested by the proposed legislation. 

It is felt that the suggestion embodied in the bill might better fit 
the Coast Guard program at a later date and for that reason the 
Treasury Department does not favor the enactment of H. R. 9196 at 
the present time. This does not in any way negate the keen interest 
which both the Department and the Coast Guard have in the subject 
and in closely following such research and such development as is 
presently going on and will in the immediate future. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Sincerely yours, 
A. GILMORE FLUEs, 
Acting Secretary of the Treasury. 





DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orrice oF LeaisLaTIvE LIAISON, 
Washington, D. C., January 15, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: Your request for comment on H. R. 
9196, to authorize the construction of a nuclear-powered icebreaking 
vessel for operation by the United States Coast Guard, and for other 
purposes, has been assigned to this Department by the Secretary of 
Defense for the preparation of a report thereon expressing the views 
of the Department of Defense. 

This bill would authorize the appropriation of funds to the Treasury 
Department, United States Coast Guard, and the Atomic Energy 
Commission for the construction of a nuclear-powered icebreaking 
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vessel for operation in icebound waters of the United States, and in 
the Arctic and Antarctic regions. 

The Department of the Navy already has a long-range program 
underway for the application of nuclear power to surface ships, as 
well as submarines. As a part of this program the best uses of nuclear 

ower in the field of ship propulsion must be determined, consider- 
ing, on one hand, the desirability of a fleet of nuclear powered ships, 
and on the other hand, the availability of construction facilities 
and necessary skills, the necessity for any particular type, and the 
costs involved. To date 19 nuclear-powered submarines and 2 nuclear- 
powered surface ships have been approved and funds appropriated 
for their construction. 

Preliminary design studies of a nuclear-powered Navy icebreaker 
have been conducted and such a ship would have some worthwhile 
military advantages. However, construction of a nuclear-powered 
ship requires specialized skills and te¢hniques, and even though every 
effort is being made to expand our facilities and improve our tech- 
niques, all of our available resources for the immediate future should 
be utilized to progress toward the highest priorities in this field. 
Enactment of this bill might well delay the construction of other 
nuclear-powered vessels having a much higher priority and, therefore, 
it appears that the introduction of H. R. 9196 is premature. Accord- 
ingly, the Department of the Navy, on behalf of the Department of 
Defense, opposes the enactment of H. R. 9196. 

The last sentence of H. R. 9196 provides that the Treasury Depart- 
ment may avail itself of the use of licenses, information, services, 
facilities, offices, and employees of any other agency of the Govern- 
ment. If this bill be enacted, it is recommended that this provision 
be amended to require the prior approval of the agency or agencies 
from which assistance wound’ be sought. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on H. R. 9196 to the Congress. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy.) 





Atomic ENerGy CommMISSsION, 
Washington, D. C., January 20, 1958. 
Hon. Herpert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. Bonner: In your letter of August 9, 1957, you requested 
the views and recommendations of the Atomic Energy Commission 
with regard to H. R. 9196, to authorize the construction of a nuclear- 
powered icebreaking vessel for operation by the United States Coast 
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Guard, and for other purposes. We are happy to furnish the fol- 
lowing report. 

The bill would authorize the appropriation to the Treasury Depart- 
ment, the Coast Guard, and the Atomic Energy Commission, of sums 
required for constructing and outfitting the proposed vessel and 
preparing it for operation, including training qualified personnel. 

The Atomic Energy Commission, ~ of course, is unable to advise you 
whether the Coast Guard will require the services of an additional 
icebreaker. We do feel, however, that if such a vessel will be needed, 
it would be not only feasible, but advantageous as well, to use a 
nuclear plant as a source of power. The reasons for this conviction 
are stated below. 

In the performance of its tasks, an icebreaker might be required to 
spend prolonged periods of time at sea at high power output without 
opportunity for refueling. The use of nuclear fuel could meet this 
requirement in a superior fashion. 

Likewise, nuclear power, since its weight change is less sensitive to 
increased power output, might result in a more efficient vessel as this 
characteristic of an icebreaker is a function of power per unit dis- 
placement. 

Moreover, if sufficient time were allowed for research and develop- 
ment, the development and operation of the nuclear propulsion might 
contribute materially to the advancement of reactor technology. 

The proposed icebreaker would probably be more expensive to con- 
struct than a conventionally powered ship. However, in view of the 
offsetting considerations stated above, the utilization of a nuclear 
powerplant would appear to afford an excellent opportunity to demon- 
strate a peaceful use of atomic energy in a practical application. Ac- 
cordingly, if the services of an additional icebreaker are required, we 
would recommend favorable consideration of H. R. 9196. 

The Bureau of the Budget has advised us that it has no objection 
to the submission of the report. 

Sincerely yours, 
K. E. Freips, General Manager. 


THe SECRETARY OF COMMERCE, 
Washington, January 21, 1958. 
Hon. Herspert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: This is in reply to your request of August 9, 
1957, for the views of this Department with respect to H. R. 9196, a 
bill to authorize the construction of a nuclear-powered icebreaking 
vessel for operation by the United States Coast Guard, and for other 
purposes. 

The bill (in language similar to that of Public Law 848, 84th Cong., 
authorizing the nuclear- powere »d merchant vessel) would authorize to 
be appropriated to the Treasury Department, United States Coast 
Guard, and the Atomic Energy Commission, sums necessary for the 
construction, outfitting, and preparation for operation, of a nuclear- 
powered icebreaking vessel capable of operation in icebound waters of 
the United States and the Arctic and Antarctic regions. 
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There may be some advantages to the American merchant marine 
from the construction and operating experience. of a nuclear-powered 
icebreaker. While the operation of such a vessel would not be directly 
comparable to commercial transport, the application of nuclear power 
to propulsion of such a vessel should afford an opportunity for testing 
such propulsion in extended operation under rigorous conditions 
without dependence on an outside fuel supply, and without involving 
the risks of commercial transport of passengers and cargo. 

Russia has launched a nuclear-powered icebreaker. 

It is understood that the Treasury Department has its own technical 
organization for design and construction of its special purpose ships. 
We defer to the views of that department in respect of the specific 
need for the proposed construction. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this letter to your committee. 

Sincerely yours, 
Louis S. Roruscuixp, 
Acting Secretary of Commerce. 


House or REPRESENTATIVES, 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D. C., January 27, 1958. 
Adm. ARLEIGH BURKE, 
Chief of Naval Operations, 
Department of the Navy, 
Washington, D. C. 

Dear Apmrrat Burke: The Committee on Merchant Marine and 
Fisheries has just completed public hearings on a bill, H. R. 9196, to 
authorize the construction of a nuclear-powered icebreaking vessel for 
operation by the United States Coast Guard, and for other purposes. 

Under date of January 15, 1958, the Department of the Navy, on 
behalf of the Secretary of Defense, wrote that while such a ship would 
have some worthwhile military advantages, the introduction of the 
bill was premature, since its enactment might well delay the construc- 
tion of other nuclear-powered vessels having a much higher priority. 

During the course of testimony given by Rear Adm. A. G. Mumma, 
Chief of the Bureau of Ships, on F ciday, Januar y 24, he was assured 
that there was no intention that the bill should in eny way interfere 
with vital projects for naval construction, and that the committee 
had no objection to modifying the bill accordingly. 

However, inasmuch as preceding testimony strongly supported the 
concept of a nuclear-powered icebreaker with multipurpose capability, 
including such functions as polar research, maintenance of navigation 
and search and rescue, as well as stric tly military advantages, the 
committee considered it desirable to request that you have the entire 
record reviewed at your earliest convenience. 

Accordingly, there are transmitted herewith transcripts of the 
testimony of all witnesses during hearings from January 22 to January 
24, inclusive, for your consideration and further report. 

In view of the emphasis laid on the utility of such a vessel in connec- 
tion with much needed scientific research, I will appreciate it if you 
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will specifically arrange for review of the record by the Office of Naval 
Research, as well as other branches of the Department of Defense 
which may be deemed appropriate. 

Let me take this opportunity to express my personal appreciation 
for the cooperation which the Department of the Navy has rendered in 
connection with this proposed legislation. 

Kindest regards and best wishes. 

Sincerely, 
Herspert C. Bonner, Chairman. 





DEPARTMENT OF THE Navy, 
OFFICE OF THE CHIEF OF NAVAL OPERATIONS, 
Washington, D. C., March 10, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuatrman: Reference is made to your letter of 
January 27, 1958 requesting that the Chief of Naval Operations and 
the Office of Naval Research review the transcript of the hearings on 
H. R. 9196, a bill to authorize the construction of a nuclear-powered 
icebreaking vessel for operation by the United States Coast Guard, 
and for other purposes. 

A complete review of all operational aspects of nuclear icebreakers 
as well as the transcript of the hearings has been made by the Depart- 
ment of the Navy and it is recognized that a nuclear-powered ice- 
breaker could be very useful to scientists and would have interesting 
scientific aspects. It could be extremely useful in obtaining much 
needed scientific information in arctic regions and, in particular, in- 
formation on weather, bathymetry, physics of sea ice and currents, 
drift and water structure for application to navigation, sonar propa- 
gation, and sea-ice prediction as well as other hydrographic informa- 
tion. It is further recognized that there is a sense of urgency in ac- 
quiring such information. 

Since 1934 there have been insufficient United States icebreakers 
to carry out all tasks desired. However, by operating continuousl 
they have been able to carry out those high priority tasks Aaniened. 
There is foreseen no reduction in the need for icebreakers in the near 
future. In fact, it is possible that further high priority tasks might 
be assigned them without any reduction in those programs in which 
they are now engaged. Even realizing this situation, priority for 
building icebreakers has been below the budgetary limitation in the 
Navy’s shipbuilding program so that construction of essential combat- 
ant types could be implemented. The Navy cannot, within its 
_ upgrade the icebreaker priority at this time. 

he previous opposition of the Navy to enactment of H. R. 9196 
was based primarily on the fact that construction of a nuclear- 
powered icebreaker might delay the construction of other nuclear 
vessels having a higher priority. Testimony given before your com- 
mittee indicates that the United States industrial capacity for pro- 
duction of nuclear powerplants would not be taxed by the construc- 
tion of a cullearqearered ' icebreaker. 
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The testimony given on this bill before your committee not only 
has removed the principal basis of the previous objection by the 
Department of Defense, but it has also stressed the usefulness of a 
nuclear-powered icebreaking vessel and the need for acquiring the 
valuable information that this vessel would be able to obtain. Such 
information would be of great benefit to the Department of Defense 
and would be available to this Department at all times. While it is 
not possible for the Navy to upgrade the priority for the construction 
of a nuclear-powered icebreaking vessel within its own program at 
this time, nevertheless, the Navy and the Coast Guard work together 
very closely and if this vessel were built for the Coast Guard, it 
would undoubtedly be readily available to the Navy if high priority 
tasks arose requiring its use. Accordingly, for the foregoing reasons, 
the Department of the Navy, on behalf of the Department of Defense, 
now supports enactment of H. R. 9196 dependent upon the needs 
of the Coast Guard. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no objection to the submission of this report on 
H. R. 9196 to the Congress. 

Sincerely yours, 
ARLEIGH BuRKE. 


CHANGES IN Existine Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 

There are no changes in existing law. 


O 
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Mr. Spence, from the Committee on Banking and,Currency, 
submitted the following 


REPORT 


[To accompany S. 3497] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 3497) to expand the public facility loan program of the 
Community Facilities Administration of the Housing and Home 
Finance Agency, and for other purposes, having considered the same, 
report favorably thereon with an amendment and recommend that 
the bill as amended do pass. 


The amendment is as follows: ; 
Strike out all after the enacting clause and insert the matter which 
appears in italics in the bill herewith reported to the House. 


Wuat THE Britt PRovIDEs 


S. 3497, as reported by your committee, would rewrite title II of 
the Housing Amendments of 1955, which authorized Federal loans 
for public facilities. The bill would make the following major changes 
in this loan program: 

(1) The fund for community facilities and public works loans would 
be increased to $2 billion, of which $400 million would constitute a 
revolving fund. 

(2) The formula for computing the maximum interest rate to the 
borrower would be revised to produce a maximum rate, under present 
conditions, of 2% percent. 

(3) The maximum loan term would be raised from 40 years to 
50 years. 

(4) The existing program has been limited in practice to communi- 
ties of 50,000 population or less; the bill extends the program to all 
municipalities and other political subdivisions of States without regard 
to population. 


1 
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(5) Eligibility would be extended specifically to a wide range of 
facilities and projects. Priority would be given to projects which 
the Administration determines could not be undertaken without the 
bill’s assistance. 

(6) Private nonprofit hospitals would be made eligible for loans 
under the bill. 

(7) The amount of the authorization which could be used in any 
one State would be limited to 10 percent. 

(8) The prevailing wage and overtime requirements of the Davis- 
Bacon Act would apply to projects financed under the bill. 

In addition, the bill would increase the authorization for Federal 
planning advances under section 702 of the Housing Act of 1954 
from $48 million to $98 million. 


INTRODUCTION 


The primary and urgent purpose of the community facilities and 
public works bill reported by your committee is to provide a much- 
needed stimulus to our lagging economy, to increase the flow of the 
purchasing power into the hands of the consumer, and to reduce the 
alarming ranks of the unemployed. The bill is being reported against 
a backdrop of serious economic decline. Your committee believes it 
will provide a valuable tool in the fight against the current economic 
slump. Basically the bill would provide a substantial sum of money 
for long-term loans on liberal terms to municipalities and other 
political subdivisions of States for the construction of many types of 
worthy community facilities and public works. Your committee is 
convinced that the program will furnish a vitally needed economic 
stimulus, and at the same time will enable communities to build 
essential and desirable public facilities which would not otherwise 
go forward. 

The bill is a product of careful study and deliberation by your 
committee. It was one of the major pieces of legislation considered 
during an extended series of hearings on legislation to relieve unem- 
ployment. During the hearings, which began on April 14 and con- 
cluded on May 22, your committee received testimony from witnesses 
of the highest caliber and competence, men of proved achievement 
and ability in their fields. The list of witnesses included former 
President Harry S. Truman, distinguished governors from 10 of our 
great States, distinguished mayors, top labor and business leaders, 
the leaders of the 3 major farm organizations, top administration 
officials, and Members of Congress. The cooperation of these witnesses 
was of invaluable assistance to your committee and we believe their 
contribution has helped to improve both the content and quality 
of the reported bill. 

In framing the bill your committee considered S. 3497, passed by 
the Senate on April 16, 1958, H. R. 11474, and H. R. 11272, and the 
reported bill incorporates features from all three bills. 
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CurRENT Economic StuMpP 


During the latter part of 1957, it became apparent that the tempo 
of our economy was slackening. Actually our economy had been 
trending downward since the summer of last year. The vital sustain- 
ing force of business investment in plant and equipment—the prime 
mover in the 1955-56 capital goods boom—began to lose steam in 
mid-1957. 

Also, at that time the effects of the administration’s tight money 
policy were beginning to be felt. The long sought objective of the 
proponents of the hard money policy—to take the steam out of the 
economic boom—was finally being achieved. 

The trend of the economy was further aggravated by the short- 
sighted administration policy which called for a reduction in defense 
contracts and spending at a time when the harmful effects of such 
a policy should have been crystal clear. A further aggravating factor 
in the worsening economic situation was the noticeable distortion in 
the pattern of income distribution which has occurred during the past 
5 years. Interest and dividend income has risen much more rapidly 
than wages, while farm income has actually fallen precipitously over 
the period, with its inevitable harmful effect on the purchasing power 
of the farming community. 

In the face of these developments and policies, retribution in our 
economy was inevitable. During the fall the situation began to 
worsen rapidly. Production of automobiles and other durables began 
to outrun sales, and in the final quarter liquidation of inventories 
set in, with a generally depressing effect upon production. The num- 
ber of uohibealened steadily increased and by February had reached 
5,173,000, or 6.7 percent of the civilian labor force on a seasonally 
adjusted basis. The index of industrial production had fallen in 
February to 130, compared with 146 in the same month of 1957, a 
decline of 11 percent. Steel production, durable goods production, 
and other key economic indicators had fallen apace. 

Despite the obvious seriousness of the situation, we were assured by 
administration officials that these economic difficulties were merely 
temporary and that the advent of spring would see a revival in eco- 
nomic activity and a decline in the rate of unemployment. There 
was clearly more hope than substance in these assurances because 
the economy failed dismally to show the expected spring revival. 

Manufacturing employment continued to decline seriously. The 
normal pickup in construction and agricultural employment was not 
a sufficiently offsetting factor. As a result, in April there were more 
than 5.1 million people in the United States who were fully unem- 
ployed. In addition, the number of people forced to work only part 
time has risen to a postwar high of over 2 million. Similarly, the 
number of persons unemployed for 15 weeks or longer had risen to a 
postwar high of nearly 2 million. The number of people exhausting 
their unemployment benefits was rising at an alarming rate, posing a 
real fear that large-scale unemployment might become chronic and 
permanent. The gravity of the situation in April was clearly shown 
by the fact that, on a seasonally adjusted basis, 7.5 percent of the 
civilian labor force was unemployed, a postwar high. This was a 
far higher percentage than the comparable months in the preceding 
recessions of 1949-50 and 1953-54. 








4 THE COMMUNITY FACILITIES ACT OF 1958 


The following table clearly shows that the unemployment trend is 
far from encouraging, when the figures are adjusted for seasonality: 


Seasonally adjusted 


Actual un- 
employment Percent of 

Number monthly 

increase 
IN 8 Latins co cliiesnbnnwodddeeddétccdiesevhshaombaen 3, 374, 000 SUENGED Piosndcsckc..s- 
Shins Sines iebomtnnanighkipnnbesoknnen bs socndpepanen 4, 494, 000 3, 932, 000 14.9 
DT S....le0 Gh) deck kigheseeeaaterenepe ps liane 5, 173, 000 4, 570, 000 16.2 
MNS .$206).05 ékinia bncddsedncedieoshnnuweccssnhmiiowaniie 5, 198, 000 4, 800, 000 5.0 
aii wicicia ts aikeg shh cieeici a wens canbabtonalivaina Gudea aiees mined 5, 120, 000 5, 172, 000 7.8 


Thus, in taking the seasonal factor into account, it is seen that 
since December 1957 unemployment has increased each month, in- 
cluding April 1958. ‘The increase in the seasonally adjusted unem- 
ployment figures reveals that the April situation was actually much 
worse than it was in March. 

There is also cause for concern in the fact that unemployment 
normally rises fairly sharply in the summer months as school and 
college graduates enter the labor market for the first time. Secretary 
of Labor Mitchell warned your committee that the June unemploy- 
ment total might well reach 6 million. 

It is also significant that the pattern of unemployment is wide- 
spread geographically. According to the latest available data, 
86 of the 149 major employment areas regularly surveyed by the 
Labor Department are areas of substantial labor surplus.—i. e., 
6 percent or more unemployed. This is the highest total since the 
present type of area classification system was introduced in 1951. 
In May of 1957 only 21 areas were so classified. The other 63 major 
employment areas have between 3 and 5.9 percent unemployed. 

Further evidence of the failure of our economy to show a spring 
revival is seen in the fact that from March to May 1958 the number of 
areas of substantial labor surplus rose by 16, from 70 to 86. 

In addition, there are 161 smaller areas with 6 percent or more 
unemployment. In March there were 121 such communities, and in 
May a year ago there were only 59. 

Industrial production continued to slump, with the index reaching 
126 in April, or 19 points below the index in August of last year, 
which most financial analysts regard as the starting point of the cur- 
rent recession. This is a drop of over 13 percent in 8 months, a bigger 
drop than occurred in either of the other two postwar recessions. 

The huge decline in industrial production, the operation of the steel 
industry at close to 50 percent of capacity, the great decline in auto 
sales and production, and the falling off of carloadings and other less 
general indicators are causes for very serious concern and, in the opin- 
ion of your committee, should have led to far more vigorous action 
by the Administration. 

The declining rate of business investment in plant and equipment 
expenditures is, in the opinion of your committee, an especially serious 
factor. The two previous post-World War II recessions were largely 
inventory recessions, whereas the present recession more nearly 
resembles a classical capital goods recession. This is a more poten- 
tially dangerous type of recession since in a capital goods recession 
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business fails to invest in plant and equipment, downward cumulative 
forces are set in motion, and, once these forces are set in motion, they 
tend to progress more in geometric than in merely arithmetic pro- 
portions. Small changes in investment potentially can lead to very 
great changes in the overall economy, particularly in income and 
employment. 

Business investment has been falling sharply and the estimates are 
that plant and equipment expenditures in 1958 will be at least 13 
percent below last year. This would imply a rate in the second half 
of 1958 nearly one-fifth below the corresponding 1957 period. 

Your committee fears the possibility that this investment falloff 
may snowball, and that once the cumulative forces of decline gather 
force and momentum, it may require much more massive intervention 
in the economy to arrest the downward trend. It underscores, in 
your committee’s opinion, the need for concrete action now to revive 
the economy and put the unemployed back to work. 

Certainly the situation gives no cause for complacency. In the 
opinion of your committee, the economic situation is fraught with 
potential danger. Your committee rejects the administration’s 
apathetic ‘‘wait and see” philosophy. We are convinced that we 
must take bold and confident action to prevent the decline from 
worsening further. Your committee fervently hopes that in truth we 
are bumping along at the bottom of the saucer, an analogy which 
seems to be in favor among some financial analysts. But there is no 
assurance that the bottom has been reached. And we must remember 
that the basic health of our economy can only be maintained by a 
steady upward growth. We cannot progress by standing still. For 
example, job opportunities must be greatly expanded just to take care 
of the hundreds of thousands of college and high-school graduates who 
will flood the labor market this summer. 

Your committee is confident that if we take concrete steps and enact 
programs designed to give our economy stimulus, within the frame- 
work of our free economy, we can climb out of the recession back on 


the road to economic prosperity and an expanding full employment 
economy. 


Tue Economic Recovery Errects oF THE BILL 


Your committee is convinced that the bill as reported can make a 
significant contribution to recovery. By providing long-term financ- 
ing on extremely favorable terms, local governments will be en- 
couraged to undertake community facilities and public works which 
will have a strong generating effect on the economy. Expenditures 
on projects of the kind contemplated in the bill will have a substantial 
“multiplier” effect. It has been estimated that a $2 billion program 
of public works may bring as much as a $10 billion increase 
in total output. Steel, lumber, cement, etc., needed for new con- 
struction will require more workers who, in turn, will spend their wages 
on food, clothing, cars, and other commodities. Furthermore, busi- 
nessmen will also be given the ability and motivation to renew equip- 
ment and build new plants as a result of this induced activity. 

Your committee believes that the economic impact of the program 
will take effect within a relatively short period. There presently 
exists a substantial backlog of planned projects under the program of 


H. Rept. 1859, 85-22 
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planning advances of public works under section 702 of the Housing 
Act of 1954. Plans for projects with a projected construction cost of 
an estimated $310 million have been completed and are ready for 
speedy construction. Planning advances have been approved for addi- 
tional projects totaling about $566 million. There is, of course, an 
unknown substantial total of projects which have been planned with- 
out Federal assistance which are also ready for construction. Testi- 
mony before your committee and documents submitted for the record 
indicate that many of these projects would result in early construction. 

Your committee is convinced that the bill would have an immediate 
effect in relieving unemployment in areas where construction will 
take place. In addition, the increased purchasing power stimulated 
by this additional employment will by itself create a demand for goods 
and services in other sectors of the economy. 

Your committee has noted and rejected the objection that an ex- 
panded loan program for community facilities and public works should 
not be undertaken because of the threat that its economic impact 
6 months or a year hence might aggravate inflationary pressures 
should economic recovery be under way in full swing at that time. 
In plain truth there is no assurance that economic recovery will be 
achieved in 1958, or indeed in 1959. Economists and financial ob- 
servers are divided in their projection of future economic activity. 
While a body of argument can be developed to defend the thesis 
that we are at the bottom of the trough and that an economic uptrend 
will soon occur, an equally impressive body of argument can be 
advanced to defend the contrary thesis that the economic trend is 
still downward and that there are basic forces which will prevent any 
marked recovery for an indefinite time. 

Your committee believes that it would be the height of folly to 
vacillate in a time of immediate and present danger just because of a 
fear that at some remote time in the future inflationary trends may 
again predominate. The indisputable fact is that we are in a serious 
recession and your committee thinks it indefensible to mark time in 
the face of the fact that we have more than 5 million unemployed and 
an additional 2 million forced to work only part time. 

Another consideration which your committee believes to be im- 
portant is that the facilities to be encouraged and provided by the 
committee amendment are urgently needed from a social and com- 
munity standpoint. Our cities have been losing ground in their 
struggle to provide the community facilities and public works which 
our country needs. Every structure, every facility produced under 
the proposed program will have lasting merit and utility and will 
contribute to our national stock of essential community facilities. 

Your committee also noted and rejected the objection that the pro- 
gram would not really create any new net economic activity, since, the 
argument runs, the effect would merely be a shift from private financ- 
ing to public financing. Your committee is convinced that without 
the liberal financing features contained in the proposed program, the 
bulk of the projects to be constructed could not be financed in the 
private market at interest rates which the communities involved 
could afford or which the projects could support on an economic 
basis. To these communities the proposed program will provide the 
only means for them to proceed with essential community facilities 
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which have been deferred or postponed. The bill contains a safeguard 
to assure that priority will be given to projects of this kind. 

Your committee further believes that the provision of financing on 
the liberal terms provided will encourage municipalities which might 
not otherwise be planning community facilities or public works in the 
immediate future, to review their capital investment programs and 
decide to undertake projects at once. The paramount and overriding 
consideration is to stimulate construction and economic activity 
generally so that jobs can be immediately created and so that once 
again we can have a framework of economic expansion and optimism. 


Limitep Present Community Facitities Program Wovuup Bs 
SUPERSEDED 


The present community facilities loan program was authorized by 
the Housing Amendments of 1955. Under the present program a 
revolving fund of $100 million is provided for loans up to 40 years for 
public facilities, with priority to be given to smaller municipalities for 
assistance in the construction of basic public works, including storage, 
treatment, purification, and distribution of water; sewage, sewage 
treatment, and sewer facilities; and gas-distribution systems, for 
which there is an urgent and vital public need. A ‘smaller munici- 
pality” is defined by the act as a town or other political subdivision 
having under 10,000 inhabitants. 

As a practical matter, loans under the present program have been 
confined almost entirely to water and sewage facility loans. 

Your committee believes that under the present program interest 
rates have been maintained at an unreasonably high wal 

The basic rates apply to issues with a maturity period of 30 years; 
one-eighth of 1 percent is added for each 5-year increase over that 
period or deducted for each 5-year period less than 30 years. The 
following interest rates were established by the administration for 
30-year loans: 








General Revenue 
Date of rate change obligation bonds 
bonds 
Basic rate established. _- 3.75 | 4. 25 
Sept. 4, 1956._..____. 3. 875 4. 375 
Nov. 17, 1956... . 4. 00 4. 50 
June 21, 1957. --. 4. 25 4.75 
Nov. 4, 1957... 4. 50 5. 00 
Jan. 20, 1958_ 4.125 4. 625 








Despite the very marked decline in the entire structure of money 
rates, the administration waited until May 28, 1958, to make a further 
reduction to 4 percent for general obligation bonds and 4% percent 
for revenue bonds. Your committee believes that the rates are still 
far too high and impose an unduly heavy financing burden on the 
borrowing municipality. 

Considering its limited purpose and scope, the present program has 
provided a useful service. But in terms of an antirecessionary device, 
the present program is completely inadequate. The amount of funds 
available is too small, the interest rates are too high, and many com- 
munities with high rates of unemployment are cscladedl: Your com- 
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mittee recognizes that the administration liberalized the rules of the 
program somewhat in March of this year, by extending eligibility to 
all types of projects except schools, and to communities of up to 
50,000 population. But it is still clear that basically the present pro- 
gram falls far short of the type of program needed to stimulate the 
economy and to furnish the community facilities and public works 
needed for the public welfare. 


Maysor PROVISIONS OF THE BILL 
Loan fund 


The committee substitute would provide a fund of $2 billion for 
loans to eligible projects. Of this sum $400 million would constitute 
a revolving fund. Provision is made to permit proceeds of loans ex- 
tended under the ‘‘old program” of the 1955 act to go into the $400 
million revolving fund. Your cominittee believes that the $2 billion 
fund provided is the minimum amount required to meet the need for 
an expanded community facilities and public works program. 


Interest rate to borrowers 


In order to encourage the widest possible participation of local 
government in the community facilities and public-works program 
contemplated by the bill, your committee believes that the interest 
rate to borrowers should be kept at the lowest practicable level. Your 
committee recognizes that most branches of local government are in 
difficult financial straits, and that their financial burdens will increase 
further unless economic recovery can be achieved. 

Under the committee substitute the rate of interest to the borrower 
will be the same as the rate paid by the Administrator to the Treasury 
for loan funds. The rate paid to the Treasury shall not be more than 
the average annual interest rate on all interest-bearing obligations of 
the United States then forming a part of the public debt as computed 
at the end of the month next preceding the time of borrowing, with 
such rate adjusted to the nearest one-eighth of 1 percent. Application 
of the formula to the present interest rate structure of the public 
debt would work out to a rate to borrowers of 2% percent. 

Thus the rate to be charged the borrower would be set at the lowest 
level consistent with the desire to see that the interest charge will 
cover the cost of money to the Government. The payment of neces- 
sary administrative expenses would be provided by an authorization of 
direct appropriation. Similarly, any loss through default would be 
absorbed by the Government. Your committee wishes to emphasize, 
however, that expected losses under the program will be virtually 
negligible. Barring a depression of cataclysmic proportion, your 
committee has every confidence in the credit worthiness of our local 
governments. 

Experiences under previous Federal loan programs clearly bear out 
the soundness of these investments. From July 1933 through Feb- 
ruary 1939 about 2,900 bond issues of local government units were 
purchased by PWA. These had an aggregate value of $597,200,000. 
As of March 1, 1939, issues totaling $675,788 or only about one-tenth 
of 1 percent of the value of the issues purchased had experienced 
difficulty with interest or principal payments. Most of the problem 
cases were subsequently corrected and thereafter repaid or sold to 
private investors. As of March 1, 1939, sales of PWA bonds resulted 
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in a profit of almost $12 million to the Government, which far more 
than offset any losses that may have resulted from the problem cases. 
Through the end of 1948 the Reconstruction Finance Corporation 
made loans to public agencies aggregating about $800 million. De- 
fault experience was similar to that experienced on PWA loans. 
Under the Lanham Act loans totaling $8,275,174 were made for war 
public works during World War II, and in the Korean situation under 
the defense community facilities program loans aggregating $3,654,587 
were consummated. Experiences as a result of defaults in dollar 
value were almost identical with those in the PWA program, with 
virtually no losses. 

The decision to authorize appropriations to pay administrative 
expenses was motivated by your committee’s desire to keep borrowing 
costs at a rock-bottom minimum and thereby give the greatest 
possible inducement to participation in the program. Your com- 
mittee recognizes that normal practice would call for an additional 
cost increment to the borrower to cover the Government’s administra- 
tive expenses. But your committee feels strongly that these are not 
normal times for our economy and we believe that the need for 
combating the present recession and putting the unemployed back to 
work is an objective of overriding priority. Ifthe Federal Government, 
by paying administrative expenses, can encourage greater participation 
and a consequent expansion of economic activity, we think it will be 
money well spent. Your committee is convinced that we cannot take 
a ‘‘business as usual” approach at a time when our economy is lagging 
and when the number of unemployed is already beyond the danger 
point. 

Maximum term 


Under the bill a borrowing municipality can specify a loan maturity 
of 50 years or, if it chooses, a term of shorter duration. Your com- 
mittee believes that a 50-year maturity will prove appealing to man 
local governments whose financial condition dictates the need for the 
reduced annual payments which a longer maturity would permit. 
At the same time your committee recognizes that the longer the 
maturity, the more interest the municipality ultimately must pay, 
and under the bill the borrower can choose any lesser maturity which 
it may regard as better tailored to its financial requirements. 


Eligible borrowers 


While smaller communities will continue to be among the principal 
beneficiaries of the program, the bill removes priorities in existing 
law and extends eligibility without regard to population size. The 
unemployment problem is general throughout the country, affecting 
cities of all population ranges, and your committee believes that the 
economic stimulant effects of the proposed loan program should be 
available to all entities of local government from the smallest to the 
largest. 

Eligible projects 

Under existing law, priority is given to applications involving the 
construction of basic public works for which there is an urgent and 
vital public need, such as waterworks and sewer systems. Your 
committee recognizes that this priority system until recently has 
excluded from consideration many categories of public works which 
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are necessary and desirable and which could be started immediately 
if loan funds were available at favorable interest rates. Consequently, 
the bill specifically permits loans for the construction, repair, and 
improvement of public streets, sidewalks, highways, parkways, 
bridges, parking lots, airports, and other public transportation facil- 
ities; public parks and other public recreational facilities; public 
hospitals, rehabilitation and health centers and public nursing homes 
and public convalescent homes; public refuse- and garbage-disposal 
facilities, water, sewage, and sanitary facilities, and other public 
utility facilities; civil-defense facilities; public police and fire protec- 
tion facilities; public wholesale farm produce markets; public libraries 
and offices and other public buildings (other than schools); and public 
land, water, and timber conservation facilities. Your committee 
intends that the definition of “public works’ and “public facilities,” 
as used in the bill, be construed liberally in order that the public 
facility loan program can make its maximum contribution toward 
encouraging construction activity to aid in economic recovery. 

Loans to nonprofit hospitals to finance specific projects for hospital 
construction, repair, or improvement are also made eligible under 
the bill. 

Like the existing community facilities loan program, the program 
contemplated by the bill would not provide loan funds for school 
construction. This by no means implies that your committee under- 
estimates the magnitude of the school construction problem; it is 
our feeling rather that the community facilities loan program is not 
the proper vehicle for an attack on the school construction problem. 
In view of the wide variety of the projects eligible under the program, 
only a relatively small amount would find its way into school con- 
struction, and that amount would obviously fall pitifully short oi the 
total required for a school construction program of the proper magni- 
tude. Your committee also believes that the problems of school 
construction, and the manner of providing Federal aid, are not 
properly within the jurisdiction of the Committee on Banking and 
Currency. 

Priorities 

To insure that assistance under the bill will be channeled primarily 
into projects that will create employment, there is included in the com- 
mittee substitute a requirement that in extending such assistance the 
Administrator shall grant priority to projects which he determines 
could not be undertaken without such assistance. Your committee 
did not make this a condition of eligibility, because to do so might 
seriously delay handling of applications and defeat the purpose of 
stimulating employment. But applications of communities which 
demonstrate that the project involved could not be undertaken 
without Federal assistance would be processed ahead of applications 
where such a showing is not made. 


Limitation per State 


To assure a roughly equitable distribution of the loan funds, bor- 
rowing in any one State could not exceed 10 percent of the funds pro- 
vided (including repayments into the revolving fund). 
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Prevailing rate of wage and 40-hour week 

The bill directs the Administrator of the Housing and Home Finance 
Agency to take whatever action is necessary to insure that all laborers 
and mechanics employed by contractors and subcontractors on proj- 
ects assisted under the provisions of the bill are paid wages at rates not 
less than those prevailing on similar construction in the immediate 
locality as determined by the Secretary of Labor in accordance with 
the provisions of the Davis-Bacon Act. Such employees would also be 
entitled to a rate of pay of not less than one and one-half times the 
regular rate in such locality for any employment in excess of 40 hours 
in any one week. The Secretary of Labor also is required to make a 
predetermination of such applicable rates, which rates will be in- 
cluded in each project advertisement for bids and in each bid proposal, 
as well as in the contract covering the project. 


Planning advances 


Section 702 of the Housing Act of 1954 authorized a 3-year, $10 
million program of interest-free Federal advances to provide a shelf 
of planned public works which might be placed under construction 
quickly should the economic situation make such action desirable. 

The Housing Amendments of 1955 provided two major changes in 
the previous law. First, it removed the 3-year time limitation that 
applied to the 1954 program and provided a program without time 
limitation. Second, the original authorization of $10 million was used 
to establish a revolving fund. This revolving fund could be aug- 
mented until a total of $48 million had been made available. Repay- 
ments of Federal advances are deposited into the revolving fund and 
are available for additional advances for public works planning. The 
program is directed at (1) encouraging States and local public agencies 
to maintain at all times a current and adequate reserve of planned 
public works which can readily be placed under construction, and 
(2) attaining maximum economy and efficiency in the planning and 
construction of public works. 

Advances become due and repayable without interest when the 
public works contemplated by the approved plans are placed under 
construction. 

As of May 31, 1958, 618 applications had been approved for 
$15,473,718, representing projects of which estimated construction 
cost is more than $928 million. At that time a total of 178 applica- 
tions for $8.5 million were under review, representing over $522 million 
in projects. 

A further breakdown of the approved advances, using preliminary 
figures as of May 31, 1958, by type of work, follows: é 











Approved advances Number Amount of | Estimated 
| advance total cost 
tape tia eee tee™ EE = i oo 
Sewer and water facilities. ---- pibabbccsedeein~dchatdcdehivn] 317 | $7, 534,976 | $440, 708, 328 
Health facilities F Kaann nena sesechanssens! 8 | 510,845 | 23, 661, 814 
School and other educational facilities... ...........-.-....----| 160 | 3, 272,051 | 142,904,011 
Public buildings sini cae teed | 59 1,948,174 | 121, 096, 668 
Roads and streets : Santana we 20 | 529,025 | 41, 080, 503 
MiiecelbanigOU . - 386 5n5222 et. cs cA 54| 1, 678, 647 159, 185, 790 
—_—__ | — 
Total... Saabesbicaels ~ eeasdcen snsee 618 | 


15,473,718 | 928, 647, 114 
| 
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The following table shows the condition of the $48 million revolving 
fund, planning funds actually advanced, and the estimated project 
cost of plans to be made, as of May 31, 1958 (figures subject to 
possible revision) : 


Program of advances for public works planning status as of May $1, 1968 


Millions 
Total authorization available by July 1, 1958, Public Law 345, 84th Cong... $48 
Actual appropriation to date 17 


Number Planning Estimated 
funds project cost 


Applications approved (net) $15, 473,718 | $928, 647,114 
Applications under review 8 8, 538, 207 522, 126, 407 


; 24,011,925 | 1, 450, 773, 521 
Plans completed 5, 225, 807 362, 383, 189 


Advances repaid 1, 088, 844 52, 300, 866 


1 Includes 7 projects and $244,433 billed but not repaid. 


In order to make certain that this program may continue un- 
hindered by lack of authorization, the reported bill authorizes an ad- 
ditional $50 million for this purpose, making a total fund of $98 
million. As of this date, only $17 million has been appropriated for 
these Federal planning advances, but your committee is hopeful that 
additional required amounts may be appropriated during this session 
of Congress. 


DirFERENCES BETWEEN THE Biut AS PASSED THE SENATE AND THE 
Brut as REeEpPporTEeED IN THE HousE 


The following is a list of the differences of substance between the 
bill as passed the Senate and the bill as reported in the House: 


1. Assistance to States 


As passed the Senate, the bill authorized the extension of financial 
assistance to States and their agencies and instrumentalities, and to 

ublic corporations, boards, and commissions established under State 
ay as well as to municipalities and other political subdivisions. As 
reported in the House, the bill does not authorize the extension of 
assistance to States or State governmental entities; assistance would 
be available only to municipalities and other political subdivisions 
(including agencies or instrumentalities of one or more municipalities 
or other political subdivisions in the same State). 


2. Requirement that assistance be unavailable from other sources 


Both as passed the Senate and as reported in the House the bill 
provides that no financial assistance shall be extended unless it is 
not otherwise available on equally favorable terms and conditions. 
As reported in the House, however, the bill contains additional lan- 
guage designed to make it clear that, in order to meet this condition 
in the case of assistance extended through the purchase of securities or 
obligations, such securities or obligations must be offered for sale to 
the public after duly advertised notice. 
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8. Priorities 
As reported in the House, the bill requires the Administrator, in 
extending financial assistance under the program, to grant priority to 
projects which he determines could not be undertaken without such 
assistance. The bill as passed the Senate does not contain this 
provision. 
4. Maturity 


As passed the Senate, the bill provided a maximum maturity of 
50 years for assistance extended under the program; the Adminis- 
trator would have discretion to fix a lower maturity. As reported 
in the House, the bill provides that the maturity for such assistance 
shall be 50 years in every case unless the borrower specifies a shorter 
period at the time of its application. 


5. Interest rate to borrowers 


As passed the Senate, the bill provided that the interest rate to 
borrowers could not exceed one-fourth of 1 percent per annum plus 
the average yield on outstanding marketable United States obliga- 
tions of comparable maturities as of the last day of the preceding 
month; under present conditions this rate would be 3% percent using 
15-year obligations as the basis, or up to 3% percent using longer term 
obligations. The Administrator could, however, reduce this rate to 
take account of the current urgency of the need for public works and 
the stimulation of business activity and employment. As reported 
in the House, the bill provides that the interest rate to borrowers shall 
be the same as the rate paid by the Administrator on funds borrowed 
by him from the Treasury to carry out the program (discussed below) ; 
under present conditions this would be 2% percent. 


6. Moratorium for repayments of assistance 


As passed the Senate, the bill permitted a municipality or other 
political subdivision to avoid repayments of principal, or of both 
principal and interest, during an initial period of up to 2 years after 
being furnished assistance under the program. In addition, it author- 
ized the Administrator to postpone up to two annual payments of 
interest and principal, to avoid threatened default, at any time prior 
to the maturity of the assistance. As reported in the House, the bill 
does not contain either of these provisions. 


7. Ten percent limit per State 


As reported in the House, the bill provides that not more than 
10 percent of the funds made available under the program shall be 
used for financial assistance in any one State. The bill as passed 
the Senate does not contain this provision. 

8. Existing public utilities 

As reported in the House, the bill prohibits financial assistance for 
public facilities which would compete with existing public utilities 
which are privately owned and subject to State regulation, unless 
there is a need for an increase in the services involved in the area 
where the public utility is located and such need cannot be met by 
the public utility through its existing facilities or through an expan- 
sion which it is prepared to undertake. The bill as passed the Senate 
does not contain this provision. 
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9. Borrowing from Treasury 

As passed the Senate, the bill authorized borrowings from the 
Treasury of $1 billion outstanding at any one time, at a rate not more 
than the current average yields on outstanding marketable obligations 
of the United States of comparable maturities as of the last day of the 
preceding month. As reported in the House, the bill authorizes 
borrowings from the Treasury of $2 billion in the aggregate, at a rate 
not more than the average annual interest rate on all interest-bearing 
obligations of the United States then forming a part of the public 
debt as computed at the end of the preceding month and adjusted to 
the nearest one-eighth of 1 percent. Under present conditions, the 
rate under the bill as passed the Senate would be 3-3% percent and 
the rate under the bill as reported in the House would be 2% percent. 


10. Revolving fund 


Both as passed the Senate and as reported in the House, the bill 
provides a permanent revolving fund for the program. Under the 
bill as passed the Senate, the revolving fund would consist of up to 
$400 million of the funds borrowed from the Treasury together with 
the proceeds therefrom. Under the bill as reported in the House the 
revolving fund would consist of up to $400 million of the proceeds of 
the financial assistance extended under the program both before and 
after the enactment of the bill. 


11. Administrative costs 

As passed the Senate, the bill made any funds obtained under the 
program available for the payment of administrative expenses (the 
increment of one-fourth of | percent in the interest rate to borrowers 
would have covered these expenses). As reported in the House, the 
bill would not make funds obtained under the program available for 
administrative expenses but would authorize appropriations for these 
expenses as well as other expenses incurred in carrying out the program. 
12. Nursing and convalescent homes 


As reported in the House, the bill authorizes the extension of 
financial assistance for public nursing homes and public convalescent 
homes. The bill as passed the Senate does not authorize assistance 
for these facilities. 


13. Farm produce markets 


As reported in the House, the bill authorizes the extension of 
financial assistance for public wholesale farm produce markets. The 
bill as passed the Senate did not authorize assistance for these facilities. 


14. Schools 


As passed the Senate, the bill authorized the extension of financial 
assistance for public schools as well as other public buildings. The 
bill as reported in the House does not authorize assistance for schools. 
15. Study by Housing Agency 

As passed the Senate, the bill directed the Housing and Home 
Finance Administrator to make a study to determine the extent to 
which additional funds are needed to finance public works and public 


facilities, and to report to the Congress within 60 days. The bill as 
reported in the House omits this provision. 
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SECTION-BY-SECTION SUMMARY OF THE Britt As REPORTED 
SHORT TITLE 


The first section of the bill provides that the act may be cited as 
the “Community Facilities Act of 1958.” 


PUBLIC FACILITY LOAN PROGRAM 


Section 2 of the bill completely rewrites title Il of the Housing 
Amendments of 1955 (relating to public facility loans) so as to broaden 
the class of facilities for which assistance can be extended, to increase 
the funds available for such assistance, to liberalize the terms on which 
such assistance may be extended, and to make other changes and im- 
provements in the program. The following is a detailed summary of 
the provisions of title Il of the Housing Amendments of 1955 as they 
would read under the amendment made by section 2 of the bill. 


Section 201. Declaration of policy 


This section declares it to be the policy of the Congress to assist 
municipalities and other political subdivisions of States in providing 
the services and facilities which are essential to the health and welfare 
of their people and which in many instances they are unable to finance 
in other ways. Pursuant to the finding of the Congress that the imme- 
diate construction of these essential public works and facilities would 
enhance the health and welfare of the people, reduce unemployment, 
and stimulate business activity, this section declares it to be the pur- 
pose of the program to authorize the extension of credit, where such 
credit is not otherwise available on equally favorable terms and 
conditions, to assist municipalities and other political subdivisions of 
States in providing essential public works and facilities. The declara- 
tions of policy, findings, and purpose contained in this section are also 
specifically made applicable to private nonprofit hospitals and their 
facilities. 

Section 202. Federal loans 


Subsection (a) authorizes the Housing and Home Finance Admin- 
istrator (through the Community Facilities Administration) to extend 
assistance in financing specific public works and facilities, through the 
purchase of securities and obligations and the making of loans (includ- 
ing construction loans), to municipalities and other political sub- 
divisions of States, including public agencies and instrumentalities of 
one or more municipalities or other political subdivisions in the same 
State. Subsection (a) also authorizes the Administrator to extend 
such assistance to nonprofit hospitals to finance specific projects for 
hospital construction, repair, or improvement. The assistance so 
authorized could not be used for the payment of ordinary governmental 
or nonproject operating expenses. 

Subsection (b), in six numbered paragraphs, imposes certain re- 
strictions and limitations in connection with the extension of financial 
assistance under subsection (a). 

Paragraph (1) of subsection (b) provides that such assistance shall 
be available only if it is not otherwise available on equally favorable 
terms and conditions; assistance may be extended through the pur- 
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chase of securities or obligations only after they have been offered for 
sale to the public pursuant to duly advertised notice. Securities and 
obligations purchased and loans made must be of such sound value 
or so secured as reasonably to assure retirement or repayment; and 
loans may be made on a participation basis. The Administrator is 
required to grant priority to projects which he determines could not 
be undertaken without his assistance; this would not preclude the 
extension of assistance to other projects, but would establish the 
order in which applications would be processed. 

Paragraph (2) requires a maturity of 50 years for any assistance 
extended under the program unless the borrower, at the time of its 
application, specifies a lesser period. 

Paragraph (3) provides that the interest rate to borrowers under the 
program shall be the same as the rate paid by the Administrator in 
obtaining funds from the Treasury under section 203 of the bill, 
determined as of the time the assistance is extended. As indicated 
in the discussion of section 203 (a) (see below), this rate would be 
2% percent under present conditions. 

Paragraph (4) prohibits the extension of assistance for hospital 
construction, repair, or improvement which involves an increase in the 
number of beds, or for the construction of any public health center, 
unless the Surgeon General finds and certifies that the project con- 
forms with the applicable State plan under title VI of the Public 
Health Service Act. 

Paragraph (5) limits to 10 percent the proportion of the total 
funds made available under the program (including in such total any 
proceeds paid into the revolving fund established by sec. 203 (b) of 
the bill) which may be used to extend assistance in any one State. 

Paragraph (6) prohibits assistance for public facilities which would 
compete with existing public utilities that are privately owned and 
State-regulated, unless there is a need for an increase in the services 
involved in the area where the utility is located and such need cannot 
be met by the utility through its existing plant or through an expansion 
which it is prepared to undertake. 


Section 203. Financing 

Subsection (a) authorizes and empowers the Administrator to obtain 
the funds necessary to carry out the program by issuing notes and 
other obligations for purchase by the Secretary of the Treasury in an 
aggregate amount not exceeding $2 billion. Such notes and obligations 
would bear interest at a rate (determined by the Secretary) not in 
excess of the average annual interest rate on all interest-bearing 
obligations of the United States forming a part of the public debt, 
computed as of the end of the month next preceding the issuance 
of the notes or obligations involved and adjusted to the nearest 
one-eighth of 1 percent. Redemptions, purchases, and sales by the 
Secretary of these notes and obligations issued by the Administrator 
would constitute public debt transactions of the United States. 

Subsection (b) establishes a permanent revolving fund of $400 
million to be used by the Administrator in carrying out the program. 


Section 204. General provisions 


This section provides that the Administrator, in carrying out the 
program, shall have all of the functions, powers, and duties which 
are vested in him for purposes of the college housing loan program 
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by section 402 of the Housing Act of 1950, except certain duties not 
relevant to a public facility loan program and the power to use any 
funds which may come into his lees for administrative expenses. 
This section provides that administrative expenses (as well as other 
expenses incurred in carrying out the program) shall be paid from 
appropriated funds. Under the authority granted to the Adminis- 
trator under this section (which would be in addition to any authority 
otherwise vested in him), he would have power to make necessa 
rules and regulations, sue and be sued, deal in various ways wit 
any property acquired or held by him, obtain insurance against loss, 
modify the terms and conditions of loan contracts (which may include 
such covenants, conditions, and provisions as he deems necessary), 
and contract without advertising in certain cases; and his operations 
under the program would be generally subject to the Government 
Corporation Control Act. 

Section 205. Definitions 

Subsection (a) defines the term “States’’ to mean the several 
States, the District of Columbia, the Commonwealth of Puerto Rico, 
and the Territories and possessions of the United States. 

Subsection (b) defines the terms “public works” and “‘public facil- 
ities’ to include the construction, repair, and improvement of public 
streets, sidewalks, highways, parkways, bridges, parking lots, air- 
ports, and other public transportation facilities; public parks and 
other public recreational facilities: public hospitals, rehabilitation 
and health centers, and public nursing homes and convalescent homes; 
public refuse and garbage disposal facilities, water, sewage, and 
sanitary facilities, and other public utility facilities; civil defense 
facilities; public police and fire protection facilities; public wholesale 
farm produce markets; public libraries and offices and other public 
buildings (other than schools); and public land, water, and timber 
conservation facilities. 

Subsection (c) provides that the terms ‘“‘hospital,’’ “nonprofit 
hospital,’ and ‘“‘public health center’ shall have the same meaning 
as when used in title VI of the Public Health Service Act. 


Section 206. Prevailing rate of wage and 40-hour week 


Subsection (a) requires that all laborers and mechanics employed 
by contractors and subcontractors on projects assisted under the 
program be paid wages at rates not less than those prevailing on 
similar construction in the same locality (as determined by the 
Secretary of Labor under the Davis-Bacon Act), and that they be 
paid at least one and one-half times the regular rate for employment 
in excess of 40 hours in any one week. 

Subsection (b) requires the Secretary of Labor to predetermine the 
minimum rates provided for under subsection (a) ; and such rates must 
be included in each project advertisement for bids and each bid 
proposal, as well as in the contract covering the project. 


RESERVE OF PLANNED PUBLIC WORKS 


Section 3 of the bill amends section 702 (e) of the Housing Act of 
1954 so as to increase from $48 million to $98 million the total amount 
authorized to be appropriated for planning advances under such section 
702, which is designed to encourage municipalities and other political 
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subdivisions to maintain a current reserve of planned public works 
which can be undertaken rapidly, with maximum economy and 
efficiency, when the national or local economic situation requires. 


CHANGES IN Existing Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


TITLE If OF THE HOUSING AMENDMENTS OF 1955 
(69 STAT. 642) 


TITLE II—PUBLIC FACILITY LOANS 
DECLARATION OF PoLicy 


Sec. 201. It has been the policy of the Congress to [assist wherever 
possible the] assist, wherever possible, the States and their political 
subdivisions to provide the services and facilities essential to the 
health and welfare of the people of the United States. 

[ The Congress finds that in many instances municipalities, or other 
political subdivisions of States, which seek to provide essential public 
works or facilities, are unable to raise the necessary funds at reasonable 
interest rates. ] 

The Congress finds that in many instances municipalities or other political 
subdivisions of States, which seek to provide essential public works or 
public facilities, are unable to raise the necessary funds. 

The Congress finds that the immediate construction of these essential 
public works and public facilities would enhance the health and welfare 
of the people of the United States and would reduce unemployment and 
stimulate business activity. 

It is the purpose of this title to authorize the extension of credit to 
assist in the provision of [certain] essential public works or facilities 
by States, municipalities, or other political subdivisions of States, 
where such credit is not otherwise available on [reasonable terms 
and conditions] equally favorable terms or conditions. 

The foregoing declaration of policy and findings apply equally in the 
case of nonprofit hospitals, and it is likewise the purpose of this title to 
authorize the extension of credit to assist in the provision of those facilities. 


FEDERAL LOANS 


Sec. 202. (a) The Housing and Home Finance Administrator, act- 
ing through the Community Facilities Administration, is authorized 
to purchase the securities and obligations of, or to make loans (including 
construction loans) to, States, [municipalities and] municipalities, 
and other political subdivisions of States, public agencies, and instru- 
mentalities of one or more States, municipalities and political subdi- 
visions of States, and public corporations, boards, and commissions 
established under the laws of any State, to finance specific public 
projects under State or municipal law ; and to purchase the securities 
and obligations of, or to make loans to, nonprofit hospitals to finance 
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specific projects. No such purchase or loan shall be made for payment 
of ordinary governmental or nonproject operating expenses. 

(b) The powers granted in subsection (a) of this section shall be 
subject to the following restrictions and limitations: 

(1) No financial assistance shall be extended under this section 
unless the financial assistance applied for is not otherwise available on 
[reasonable terms] equally favorable terms and conditions, and all 
securities and obligations purchased and all loans made under this 
section shall be of such sound value or so secured as reasonably to 
assure retirement or repayment, and such loans may be made either 
directly or in cooperation with banks or other lending institutions 
through agreements to participate or by the purchase of participations 
or otherwise. 

(2) No securities or obligations shall be purchased, and no loans 
shall be made, including renewals or extensions thereof, which have 
maturity dates in excess of [forty years] fifty years, except that when 
the authority granted in paragraph (5) below rs exercised, the maturity 
date shall not exceed fifty-two years. 

(3) Interest shall be charged on loans made under this section at a 
rate determined by the Administrator which shall not be more than the 
total of one-quarter of 1 per centum per annum added to the rate of interest 
paid by the Administrator on funds obtained from the Secretary of the 
Treasury as provided in section 208 of this title. In determining from 
time to time the rate of interest within the limits provided in this paragraph, 
the Administrator shall be guided by the then current urgency of the need to 
encourage and promote essential public works and public facilities and to 
avec the maximum stimulus to business activity and employment, and 
y the then current urgency of the need for construction, repair, or improve- 
ment of nonprofit hospitals. 

(4) At the request of a municipality or other political subdivision 
made at the time of its application for financial assistance under this 
title, the Administrator shall establish with respect to the securities, 
obligations, or loan involved an amortization schedule which, during an 
unitial period not exceeding the first two years after the assistance is 
furnished, either (A) requires only the interest payments to be made or 
(B) provides that no payments of either principal or interest need be made, 
as the municipality or political subdivision may elect: Provided, however, 
That if the municipality or political subdivision elects to postpone the 
payment of interest during an initial period of up to two years under 
clause (B), the interest so postponed shall be paid over the balance of the 
life of the loan, in addition to the interest regularly accruing during such 
subsequent period. 

(5) The Administrator, to avoid threatened default, may in his dis- 
cretion, at any time or times during the life of any securities or obliga- 
tions purchased under this section or any loan made under this section, 
consent to the postponement of any annual payments of interest and 
principal which would otherwise be due and payable with respect to such 
securities, obligations, or loan, and the maturity of such securities, obliga- 
tions, or loan shall be extended for a number of years equal to the number 
of such annual payments so postponed; but the aggregate number of 
annual payments postponed under this paragraph with respect to any 
securities, obligations, or loan shall not exceed two. 

(6) No financial assistance shall be extended under this section for the 
construction, repair, or improvement of any public or nonprofit hospital 
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involving an increase in the number of beds, or for the construction of aa 
public health center, unless the Surgeon General of the Public Healt 
Service finds, and certifies to the Administrator, that the project is in 
conformity with the applicable Siate plan approved under section 623 of 
the Public Health Service Act (42 U.S. C. 291f). 

[(c) In the processing of applications for financial assistance under 
this section the Administrator shall give priority to applications of 
smaller municipalities for assistance in the construction of basic public 
works (including works for the storage, treatment, purification, or 
distribution of water; sewage, sewage treatment, and sewer facilities; 
and gas distribution systems) for which there is an urgent and vital 
public need. As used in this section, a “smaller municipality”? means 
an incorporated or unincorporated town, or other political subdivision 
of a State, which had a population of less than ten thousand inhabi- 
tants at the time of the last Federal census. ] 


FINANCING 


Sec. 203. (a) In order to finance activities under this title, the 
Administrator is authorized and empowered to issue to the Secretary 
of the Treasury, from time to time and to have outstanding at any 
one time, in an amount not exceeding [$100,000,000] $1 ,000,000,000, 
notes and other obligations. Such obligations shall be in such forms 
and denominations, have such maturities and be subject to such terms 
and [conditions as] conditions, as may be prescribed by the Admin- 
istrator, with the approval of the Secretary of the Treasury. Such 
notes or other obligations shall bear interest at a rate determined by 
the Secretary of the Treasury[, taking into consideration the current 
average rate] which shall not be more than the current average yields 
on outstanding marketable obligations of the United States of com- 
parable maturities as of the last day of the month preceding the 
issuance of such notes or other obligations. The Secretary of the 
Treasury is authorized and directed to purchase any notes and other 
obligations of the Administrator [to be] issued hereunder and for 
such purpose the Secretary of the Treasury is authorized to use as a 
public debt transaction the proceeds from the sale of any securities 
issued under the Second Liberty Bond Act, as amended, and the 
purposes for which securities may be issued under such Act, as 
amended, are extended to include any purchases of such notes and 
obligations. The Secretary of the Treasury may at any time sell any 
of the notes or other obligations acquired by him under this section. 
All redemptions, purchases, and sales by the Secretary of the Treas- 
ury of such notes or other obligations shall be treated as public debt 
transactions of the United States. 

[(b) Funds borrowed under this section and any proceeds shall 
constitute a revolving fund which may be used by the Administrator 
in the exercise of his functions under this title.] 

(b) Funds borrowed under this section may be used by the Adminis- 
trator in the exercise of his functions under this title. Of such funds not 
to exceed $400,000,000, together with the proceeds therefrom, shall con- 
stitute a revolving fund for the purposes of this title. 
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GENERAL PROVISIONS 


Sec. 204. In the performance of, and with respect to, the functions, 
powers, and duties vested in him by this title the Administrator shall 
(in addition to any authority otherwise vested in him) have the func- 
tions, powers, and duties set forth in section 402, except subsection 
(c) (2), of the Housing Act of 1950. Funds obtained or held by the 
Administrator in connection with the performance of his functions 
under this title shall be available for the administrative expenses of 
the Administrator in connection with the performance of such func- 
tions. 

[Sec. 205. No loans shall be made under section 108 of the Recon- 
struction Finance Corporation Liquidation Act (67 Stat. 230), as 
amended, after the date of enactment of this Act, except pursuant to 
an application for such loan filed prior to such date.] 

Sec. [206] 205. (a) As used in this title[,] the term “States” 
means the several States, the District of Columbia, the Commonwealth 
pe: Puerto Rico, and the Territories and possessions of the United 

tates. 

(6) As used in this title the terms “public works” and ‘‘public facilities’ 
include the construction, repair, and improvement of public streets, side- 
walks, highways, parkways, bridges, parking lots, airports, and other 
public transportation facilities; public parks and other public recreational 
facilities; public hospitals, rehabilitation and health centers; public refuse 
and garbage disposal facilities, water, sewage, and sanitary facilities, 
and other public utility facilities; civil defense facilities; public police 
and fire protection facilities; public schools, libraries, offices, and other 
public buildings; and public land, water, and timber conservation 
facilities. 

(c) As used in this title the terms “‘hospital”’, nonprofit hospital”, and 
“public health center’ have the same meaning that they have in title VI 
of the Public Health Service Act (42 U.S. C., ch. GA, subch. IV). 


PREVAILING RATE OF WAGE AND FORTY-HOUR WEEK 


Sec. 206. (a) The Administrator shall take such action as may be 
necessary to insure that all laborers and mechanics employed by con- 
tractors or subcontractors on projects assisted under this title (1) shall be 
paid wages at rates not less than those prevailing on the same type of work 
on similar construction in the immediate locality as determined by the 
Secretary of Labor in accordance with the Act of August 30, 1935 (Davis- 
Bacon Act), and (2) shall be employed not more than forty hours in any 
one week unless the employee receives wages for his employment in excess 
of the hours specified above at a rate not less than one and one-half times 
the regular rate at which he 1s employed. 

(6) In carrying out the duties of the foregoing subsection, the Secretary 
of Labor shall make a predetermination of the minimum wages to be paid 
laborers and mechanics in accordance with the provisions of the foregoing 
subsection which shall be set out in each project advertisement for bids 
and in each bid proposal form and shall be made a part of the contract 
covering the project. 
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SECTION 702 (e) OF THE HOUSING ACT OF 1954, AS AMENDED 
RESERVE OF PLANNED PUBLIC WORKS 


Src. 702. (a) * * * 


* » * + * * * 


(e) In order to provide moneys for advances in accordance with 
this section, the Administrator is hereby authorized to establish a 
revolving fund which shall comprise all moneys heretofore or here- 
after appropriated pursuant to this section, together with all repay- 
ments and other receipts in connection with advances made under this 
section. There are hereby authorized to be appropriated to such 
revolving fund, in addition to the amount authorized by this section 
as originally enacted, the further amounts of $12,000,000 which may 
be made available to the revolving fund on or after July 1, 1956; 
$12,000,000 which may be made available to such fund on or after 
July 1, 1957 [$14,000,000], $64,000,000 which may be made available 
to such fund on or after July 1, 1958; and such additional sums 
which may be made available from year to year thereafter as may be 
estimated to be necessary to maintain not to exceed a total of 
[$48,000,000] $98,000,000 in undisbursed balances in the revolving 
fund and in advances outstanding for plans in preparation or for com- 
pleted plans with respect to projects which, in the determination of the 
Administrator, can be expected to be undertaken within a reasonable 
period of time. 





MINORITY VIEWS 


UNNEEDED LEGISLATION 


Over the past 5 years more than $30 billion of new State and munici- 
pal bonds have been sold in the private investment market. The 
$6.9 billion of such financing in 1957 came within Xo of 1 percent of 
setting a new all-time record. 

In the first 4 months of 1958, sales of new State and municipal 
bonds in the private investment market totaled $2.9 billion. This 
was a new all-time high for such sales in the first 4 months of any year 


and represented a 17.5 percent gain over the volume in the first 4 
months of 1957. 


Sale of long-term bonds by States and municipalities, January-April (inclusive) 


CO nt Ndied ince acting $773, 202,000 1954.........-..----- $2, 118, 659, 000 
SD in ee cncnssnns 55 SG esceceegueetne 1, 837, 773, 000 
RPO oe cee eure 10, Gems Gee Rete ss 55,95 1, 907, 435, 000 
Wises 35GB 1, 493, 930,000 1057.........--....L- 2, 521, 048, 000 
LGR cs =. saab haw 1, 536, 502,000 1958_.__.._--- or 2, 960, 101, 000 


On the record, the municipal financing phase of our private enter- 
prise economy is working well. It is a bright spot in the present 
economic picture. New record levels are being achieved in 1958. 
This phase of our economy is experiencing an unprecedented boom. 
Clearly, Federal Government intervention on the massive, broad 
basis proposed in this bill is not justified. 


ANTIRECESSION Dup 


As an antirecession measure, this proposed legislation would be a 
dud. Under the interest rate formula provided, the interest rate 
on loans to municipalities would be so low—presently it would be 2% 
percent—that practically all municipalities would turn to the Federal 
Government for this cheap money instead of placing their financing 
at reasonable rates of interest in the private investment market as 
they are doing at the present time. Such substitution of financing 
would not create any additional jobs. The heavy volume of municipal 
financing coming into the private market each month emphasizes the 
very real nature of this substitution problem. State and municipal 
bond sales in the private market in the first 4 months of this year have 
averaged over $700 million per month and the bulk of such offerings 
have come from municipalities and their political subdivisions rather 
than from States. It is obvious municipalities have in process huge 
volumes of financing ready to be brought to market month by month. 
Such restrictions as are in the reported bill would not be effective in 
preventing a major shifting of this financing from the private market 
to the Federal Government, particularly since the Federal loans could 
be obtained at a submarket rate of 2% percent. 
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Substitution of financing might be partially prevented by a pro- 
vision included in section 202 (b) (1) of the bill, as reported, which 
states: 


In extending financial assistance under this section, the 
Administrator shall grant priority to projects which he de- 
termines could not be undertaken without such assistance. 


That, however, would meet only part of the problem. In the absence 
of applications for projects to be considered on such a priority basis, 
the Administrator could make any municipal loan when it was shown 
the loan could not be obtained in the private market at the 2% percent 
interest rate. Further, it should be noted the priority procedure 
would produce some highly undesirable results. It would force delay 
on all applications while the Administrator would be making his 
determination as to what marginal projects might be entitled to 
priority assistance. The priority procedure also would put a premium 
on poor projects. Municipalities would be encouraged to develop 
marginal projects in order that they would receive priority considera- 
tion. That would be a time-consuming process with no immediate 
benefit to the unemployment picture. 

The unemployment problem is not in the construction industry. 
Between September 1957 and April 1958, seasonally adjusted figures 
published by the Department of Commerce show that total nonresi- 
dential construction work put in place declined by only 0.9 percent 
while public works construction actually increased by 1.5 percent. 
The record volume of municipal financing in the private market in 
the first 4 months of this year indicates public works construction will 
continue to register gains because typically the sale of bonds precedes 
the start of actual construction. The Congress could far better direct 
its attention to measures designed to stimulate production in the 
durable goods manufacturing industries where the heart of the present 
unemployment problem exists rather than to stimulation of public 
works construction which already is moving along at a high level. 


Wipe-Open BIL 


This is a wide-open bill. Municipalities and all conceivable 
types of political subdivisions or agencies thereof, as well as other 
political subdivisions of States, are eligible borrowers for all con- 
ceivable types of needed and sound capital improvement projects, 
other than schools. Although section 205 (b) lists some 25 types of 
projects as being specifically eligible, the list is by no means exclusive. 
The subsection makes clear the list is only illustrative because it 
reads, ‘“‘As used in this Act the term ‘public works’ and ‘public facili- 
ties’ include—”’ and then follows the listing. It does not say the 
terms public works and public facilities “‘mean.”’ Further in addition 
to the specific listings the subsection includes broad, general eligible 
project authorizations covering “other public transportation facili- 
ties,’ “other public recreational facilities,’ “other public utility 
facilities,’ and “other public buildings.” 

There is no limit on the dollar amount that may be borrowed for 
any one project, or by any one borrower, other than the general 10 
percent limitation ($200 million) in any one State. The term of the 
loan is fixed at 50 years unless the municipality specifically requests a 
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shorter period. The loan interest rate formula geared to the rate on 
all interest-bearing public debt obligations of the United States, with- 
out any adjustment for administrative costs, would produce a sub- 
market loan rate of 2% percent at the present time. It is an open 
invitation for the substitution of Federal for private financing of 
municipal projects. 

The wide-open provisions of this bill are in marked contrast to 
the provisions of the existing public facilities loan program. Under 
the existing program loans are made primarily to small communities 
for basic public works for which there is an urgent and vital need. 
Approximately 90 percent of the applications received heav been for 
water and sanitation projects. Loans are made from a $100 million 
revolving fund. 

The interest rate set by regulations of the Administrator within 
the general provisions of the act varies by maturity and type of credit. 
At the — time the rates for general obligation credit (credit sup- 


ported by the taxing power of the community) are as follows: 
Interest 
, rate (per- 
Serial maturities for term of— cent) 
10 VORRE 4 6 i can} denen 1beb aaa denies ea ee . 50 
50 FOUR bcc pane sn antnies &nceestena ebparenei np cdacena teenie 3. 625 
DO yeanes. 3 OT PA ee, Sh dl AOS Stee 3. 75 
25 yebre... sui lssis ou eae Shi scsi ad bi ee 3. 875 
BO VORIB oo bln 4h oe etch cont ges eataowentnesendsemesebdsq 00 
FO WORE. .cnantndvckaattiartawadadiihetias bette 4. 125 
DO FONE nooo oan pn econ gh eoesnnn ae mens eee 4. 25 


For revenue obligations (credit supported solely by revenues of the 
project) an additional % percent interest charge is added to the above 
schedule. Those are fair and attractive rates of interest for small 
communities. They encourage small communities to engage in sound 
financing. They are not attractive rates of interest for the larger 
communities because they can and do finance their projects in the 
private market at lower rates of interest. In other words, the interest 
rate set is one of the keys to the prevention of wholesale substitution 
of Federal for private financing in the existing program. A rate set 
high enough so as not to be attractive to the larger communities leaves 
the funds available for the small communities, with the result they 
are able to obtain financing from the Government on terms which are 
very attractive to them. 

here can be no question but that small communities will obtain 
far more benefit from continuation of the existing program, for which 
approximately $59 million remains uncommitted, than they would 
obtain from the proposed huge $2 billion wide-open program which 
would end the priority consideration they now enjoy. 


Bie Crry DEAL 


Under existing law priority in processing applications must be given 
to those from smaller municipalities. The statute defines a smaller 
municipality as an— 


incorporated or unincorporated town, or other political 
subdivision of a State, which had a population of less than 


ten thousand inhabitants at the time of the last Federal 
census. 
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That restriction would be removed by the reported bill. Cities, regard- 
less of size, would become eligible for the subsidized 2% percent 
financing. As a matter of fact, under the proposed legislation priority 
status would actually shift to the larger cities because so many of 
them already have established various and sundry kinds of special 
revenue districts and authorities which could quickly develop weak 
revenue projects so there would be no question but that they would 
qualify as projects which could not be undertaken without the 2% 
percent loan assistance available under the act. As previously men- 
tioned, such projects specifically are granted priority under the terms 
of section 202 (b) (1) of the bill. The small municipality, which 
typically pledges its full faith and credit frapparted “ its taxing 
power) when it borrows funds, would find itself at the bottom of the 
list in the processing of applications. The big cities through their 
park commissions, their transit authorities, their toll highway and 
toll bridge authorities, their port authorities, etc., would be the 
preferred beneficiaries of the new program. 


CIRCUMVENTION OF APPROPRIATIONS 


If this proposal should be approved in its present form, the Congress, 
once it had voted it, would thereafter lose control of it because the 
program would be financed with borrowings direct from the Treasury 
rather than with appropriated funds. This is a $2 billion program 
under which lending would be done at subsidy interest rates with 
emphasis on the construction of marginal projects. If there ever 
was a proposal which should be subjected to the close and repeated 
scrutiny of the appropriation process, this is it. 


Fiscat REsPonNsIBILITY 


On June 3, the Treasury offered a $1 billion new money issue of 
27-year bonds bearing a 3% percent interest coupon. One day later 
this bill was reported with a loan interest rate formula under which 
Federal funds would be used to buy $2 billion of 50-year municipal 
bonds with an interest rate at present of only 2% percent. That loan 
rate is too low. If costs of administration are added to the loss re- 
sulting from the differential between borrowing and lending rates it is 
apparent the Federal Government would be losing about 1 percent 
per year on every long-term dollar borrowed and reloaned under the 
program. No municipality would conduct its own financial affairs 
on such an unsound basis and no municipality should expect the 
Federal Government to do so. At a time when the Federal Govern- 
ment is pushing through its own permanent debt ceiling, we find it 
impossible to justify authorizing an additional $2 billion of deficit 
financing to be used ere for the purpose of providing munici- 
palities with a source of subsidized financing. 

We cannot support this measure which would have so little impact 
on stimulation of additional employment but which would so need- 
lessly plunge the Federal Government $2 billion deeper into deficit 
spending. That is not the way to preserve the integrity of the dollar. 
Responsibility to all our citizens, the 5 million unemployed, the 64 
million who are employed, and the additional millions of our elder 
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citizens living on their own savings, pensions, and annuities, compels 
us to express our vigorous opposition to this unsound, unneeded, and 
illusory proposal. 
Henry O. Tate. 
CLARENCE E. Kinpurn. 
Gorpon L. McDonovas. 
WiuuiaMm B. Wipnatt, 
Jackson E. Betts. 
Watter M. Mumma. 
Wiitram E. McVey. 
Epear W. Hiesranp. 
Perkins Bass. 
JoHn E. HENDERSON. 
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JUNE 9, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Fogarty, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. J. Res. 624]] 


The Committee on Appropriations to which was referred the House 
Joint Resolution No. 624, making additional appropriations for the 
Department of Labor for carrying into effect the provisions of the 
Temporary Unemployment Compensation Act of 1958, and for other 
purposes, reports the same to the House without amendment and 
with the recommendation that the joint resolution be passed. 

The Temporary Unemployment Compensation Act of 1958 provides 
for payment of additional unemployment compensation to qualified 
persons who have exhausted their entitlement to unemployment com- 
pensation under provisions of Federal or State laws. Immediately 
after this Act was signed into law by the President he transmitted, to 
the Speaker of the House of Representatives, a request for an appro- 
priation of $665,700,000 of which $640,000,000 was for payment of 
benefits, $25,100,000 was for States’ administrative expenses, and 
$600,000 was for administrative expenses of the Department of Labor. 

Hearings with Department of Labor officials indicated that it was 
their opinion that the amount requested would be sufficient to carry 
out the provisions of the Act beyond any reasonable question of doubt. 
In fact, there was some doubt expressed, even though the hearings 
were held less than 24 hours after the request was transmitted, that 
all of the funds requested would actually be required. This doubt 
was based on the opinion that some States would not fully participate 
in the program provided by the Act. 

In view of the urgency of the situation, the Committee wishes to 
interpose no possible blocks in the way of putting into effect fully and 
expeditiously this program of assistance in the current serious unem- 
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ployment situation. The Committee has, therefore, approved the 
full amount of the request. 

If, as appears quite possible, the amount requested for the payment 
of benefits proves to be in excess of the amount that can be used under 
the provisions of the Act, the excess will automatically revert to 
the Treasury and the fact that more than proved to be necessary was 
appropriated would be of little or no practical consequence. There 
are no such automatic controls over the expenditures of administrative 
funds. The Committee, therefore, directs that if the estimate of 
claims for unemployment compensation, upon which the request for 
funds for benefit payments was based, exceeds the number of claims 
that are actually submitted, the percentage by which the estimate 
was excessive be applied to the amounts of funds provided for State 
and Federal administrative expenses and the approximate amount 
of the resulting sums be placed in reserve for return to the Treasury. 

The Committee believes that the action taken will fully meet the 
exigency of the situation and provide sufficient safeguard on the use 


of public funds. 
O 


DEPOSITED BY THE 
UNITED STATES OF A 


MERICA 
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AMENDING SECTION 9, SUBSECTION (d), OF THE 
RECLAMATION PROJECT ACT OF 1939 


JUNE 9, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. AspINALu, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 8645] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 8645) to amend section 9, subsection (d), of 
the Reclamation Project Act of 1939, and for other related purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The bill here reported was introduced by Mr. Aspinall, chairman of 
the Irrigation and Reclamation Subcommittee. Mr. Engle, chairman 
of the Interior and Insular Affairs Committee introduced an identical 
bill. 


PURPOSE 


Che purpose of this legislation is to authorize the Secretary of the 
Interior to include a variable repayment plan in existing and proposed 
repayment contracts under reclamation law, including contracts 
under the Water Conservation and Utilization Act and contracts for 
the storage of water and for the use of stored water pursuant to the 
Flood Control Act of 1944. It would supersede the so-called normal 
and percentage plan for which provision was made in the Reclamation 
Project Act of 1939 but which has been little used and appears to be 
defective. Enactment of this legislation would permit the use of 

variable formulas based on economic factors and tailored to individual 
project requirements and thereby permit the annual payments re- 
quired of water users to reflect more completely than is now possible 
their capacity or ability to pay. This legislation authorizes no 
appropriation of funds. 
NEED 


It has long been recognized that fixed annual construction install- 
ments create serious financial problems for water users’ organizations 
20006 








os 
ey > 2 -«, 


2 AMEND THE RECLAMATION PROJECT ACT OF 1939 . - UNTT 
during times of declining or low prices. Although construction repay- 
ment schedules in most contracts written since the Reclamation 
Project Act of 1939 became law have been geared to estimated long- 
range repayment capacity of the water users, the annual payments 
are fixed amounts which, during years in which price levels and 
economic conditions are below the projected average, become a serious 
burden on the water users. On the other hand, when the price levels 
and economic conditions are above average the repayment schedules 
will permit the return of only a portion of what.the water users could 
and should pay under the ability-to-pay concept. For these reasons 
most of the recent project authorizing acts contain language which 
is substantially the same as section 1 of the legislation here reported. 
This legislation would give general authority for inclusion of a variable 
payment plan and make it unnecessary to consider this matter in 
connection with each and every project. 


EXPLANATION 


This bill provides for repayment of the amount assigned to the con- 
tract organization over a period of not more than 40 years or such 
other number of years as may be provided by special act of Congress 
for an individual project, or as near to such period as is consistent 
with the adoption and operation of a variable payment formula 
which, being based on full repayment within such period under average 
conditions, permits variance in the required annual payments in the 
light of economic factors pertinent to the ability of the organization 
to pay. In other words, it permits a contracting organization to pay 
either under a fixed-term contract or under a variable-payment plan. 
If the variable-payment plan is chosen, it requires the contract to be 
written so that if anticipated average economic conditions prevail full 
repayment will be accomplished within the period of 40 years or such 
other period as is applicable to the project. If economic conditions 
over the repayment period turn out to be better than the expected 
average, repayment under a variable-type contract will be completed 
in a shorter time than anticipated. If, on the ether hand, conditions 
turn out to be poorer than the expected average, repayment under the 
contract will take a longer time than anticipated. In either event, 
the year-by-year payments by the water users will be more closely 
geared to their ability to pay, and probable repayment within the 
required period will be enhanced. 


DEPARTMENT’S REPORT 


The report of the Department of the Interior, recommending 
enactment of this legislation, follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., December 31, 1957. 
Hon. Criatr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enate: A report has been requested from this Depart- 
ment on H. R. 8645 and H. R. 8647, identical bills to amend section 9, 
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subsection (d), of the Reclamation Project Act of 1939, and for other 
related purposes. 

We recommend enactment of either of these bills. 

H. R. 8645 or H. R. 8647 will, if enacted, authorize the inclusion 
of a variable repayment plan in existing and proposed repayment 
contracts under section 9 (d) of the Reclamation Project Act of 1939, 
including contracts for the storage of water and for the use of stored 
water pursuant to the Flood Control Act of 1944, and under the Water 
Conservation and Utilization Act. 

The language in which the substance of section 1 of H. R. 8645 
and H. R. 8647 is written is similar to that which has been used in 
many recent individual acts of Congress, for example: those authoriz- 
ing the Santa Margarita, Michaud Flats, Ventura, Washoe, Washita, 
Crooked River, Little Wood River and Collbran projects and the 
Foster Creek division, Chief Joseph Dam project, the Talent division, 
Rogue River project, and the Farwell unit, Missouri River Basin 
project. It provides for repayment of the amount assigned to the 
contracting organization over a period of not more than 40 years (or 
such other number of years as is provided by special act of Congress for 
an individual project) ‘‘or as near to said period * * * as is consistent 
with the adoption and operation of a variable payment formula which, 
being based on full repayment within such period under average 
conditions, permits variance in the required annual payments in the 
light of economic factors pertinent to the ability of the organization 
to pay.” 

Several things are to be noted about this proposal: (1) It permits a 
contracting organization to pay either under a fixed-term contract or 
under a variable-payment plan. (2) If the latter is chosen, it requires 
that the contract be so written that, given average conditions, full re- 
payment will be accomplished within the period applicable to the 
project. (3) If conditions over the repayment period turn out to be 
better than the expected average, repayment under a variable-type 
contract will be completed in a shorter time than anticipated. (4) 
If, on the other hand, conditions turn out to be poorer than expected, 
repayment under such a contract will take a longer time than antici- 
pated. (5) In either event, the year-by-year payments by tbe water 
users will be more closely geared to their ability to pay than is now 
possible under a 9 (d) contract. (6) The variable payment plan of 
H. R. 8645 and H. R. 8647 will replace the unsatisfactory ‘normal 
and percentage plan” for which provision is now made in the 1939 
act and which will be repealed by enactment of H. R. 8645 or H. R. 
8647. 

It has been recognized for 30 years or more that fixed annual con- 
struction installments create serious financial problems for water 
users’ organizations during times of declining or low prices. This 
necessitated six different acts of Congress during the years 1932 
through 1937 deferring to a later date the payment of construction 
charges on most reclamation projects. On the other hand, fixed-in- 
stallment contracts preclude increasing the amount of water user 
payments during more prosperous years. 

The importance of gearing water users’ payments to year-to-year 
changes in the economy affecting their ability to pay cannot be 
gainsaid. The Congress has, on at least two occasions in the past, 
attempted to achieve this end in general legislation. The short- 
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lived subsection F of the Factfinders’ Act (act of December 5, 1924, 
sec. 4, 43 Stat. 672, 702; repealed, act of May 25, 1926, sec. 47, 44 
Stat. 636, 650), provided that the construction charge per irrigable 
acre payable each year should be 5 percent of the average gross annual 
acre income for the 10 preceding calendar years and gave the water 
users as many years to pay the entire obligation as was required under 
this arrangement. 

Similarly, the “normal and percentage” plan authorized by the 
Reclamation Project Act of 1939 was an attempt to meet this problem. 
This plan (to state it without some of its refinements) also involves 
a@ moving average, the required annual payment being determined by 
varying a stated basic annual construction charge installment com- 
mensurately with the ratio of current gross crop income per acre to the 
average of the same during the best 10 out of the current and 12 
preceding years. Application of this formula can result in annual 
installments totally unrelated to current water user payment capacity. 
For example, a year of low gross crop income (presumably also low- 
payment capacity) coming at the close of a succession of low-income 
years would require a much larger water user payment than would be 
required if the low-income year followed a succession of high-income 
years. Vice versa, a high-income year following a series of high- 
income years would require a much smaller payment than if the high- 
income year followed a series of low-income years. For this and 
other reasons, the normal and percentage plan of the 1939 act has not 
been used very often. 

Construction repayment schedules in most contracts written since 
the 1939 act became law have been geared to the estimated long- 
range capacity of the water users to pay. But the annual payments 
are fixed amounts which, during years in which the price level and 
economic conditions are below the projected average, may well become 
a serious, if not impossible, burden for the water users and which, 
when the price level and economic conditions are above average, will 
return only a portion of what the water users could and should pay 
under the ability-to-pay concept. 

During the past several years a number of variable repayment plans 
utilizing price indexes, parity price ratios, and crop production have 
been formulated and used in some 21 amendatory repayment con- 
tracts. These contracts were submitted to and approved by your 
committee and the Congress. Not only will the experience gained 
in negotiating and drafting these contracts provide a valuable back- 
ground for administering H. R. 8645 or H. R. 8647 but it emphasizes 
the importance of having a law which permits, within broad limits, the 
tailoring of contracts to meet a great variety of situations. An apple 
orchard economy, for instance, will require different specific treatment 
from that which a general farm economy calls for. 

It is generally recognized, in other words, that no one variable 


repayment plan is satisfactory for meeting the wide variety of condi- 
tions encountered in irrigation farming throughout the 17 Western 
States. Enactment of H. R. 8645 or H. R. 8647 will permit the use 
of variable formulas based on economic factors and tailored to indi- 
vidual project requirements. 

It is not anticipated that enactment of either of these bills will have 
any effect on the budget requirements of this Department. 
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The Bureau of the Budget has advised that there would be no ob- 
jection to the submission of this report to your committee. A cor of 
its letter of December 13 setting forth its views with respect to the bills 
is attached as requested by it. 

Sincerely yours, 
Frep G. AANDABL, 
Assistant Secretary of the Interior. 





Executive OFFICE OF THE PRESIDENT, 
BurREAU OF THE BupDGET, 
Washington D. C., December 13, 1957. 
The honorable the SecrETARY OF THE INTERIOR. 


My Dear Mr. Secretary: This is in reply to Assistant Secretary 
Aandahl’s letter of October 22, 1957, transmitting copies of the report 
that the Department of the Interior proposes to present to the House 
Committee on Interior and Insular Affairs with respect to H. R. 8645 
and H. R. 8647, identical bills to amend section 9, subsection (d), of 
the Reclamation Project Act of 1939, and for other related purposes. 

The Bureau of the Budget is in general agreement with the principle 
of applying a variable-formula plan to adjust annual irrigation 
payments as proposed under the provisions of these bills, but believes 
that the maximum period for full repayment under such adjustments 
should be limited to not more than 50 years, exclusive of any develop- 
ment period. 

Subject to your consideration of the above comment there would 
be no objection to the submission of such report as you deem appro- 
priate on H. R. 8645 and H. R. 8647. 

It would be appreciated if you would enclose a copy of this letter 
with your report to the committee. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 


COMMITTEE’S RECOMMENDATION 


The committee has approved the principle involved in this legisla- 
tion on numerous occasions in the past for inclusion in specific project 
legislation. Also, the committee has approved many amendatory 
repayment contracts incorporating this principle. The committee 
believes that the principle should be authorized for general applica- 
tion and, therefore, recommends enactment of H. R. 8645. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


RECLAMATION Progect Act oF 1939 (53 Stat. 1187) as AMENDED 


* * € * * * * 
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Src. 2. As used in this Act— 
* * * * * * * 


[(h) The term “annual returns” shall mean the amount of the 
annual gross crop returns per acre of the area in cultiv ation within 
the project contract unit involved; and the term “normal returns” 
for any year shall mean the weighted average of the annual returns 
of those ten years, of the thirteen-year period covering said year and 
the twelve years preceding it, in which the annual returns are the 
highest. J 

L@I (hk) The term ‘division of a project’’ shall mean any part of 
a project designated as a division by order of the Secretary or any 
phase or feature of project operations given a separate designation as 
a division by order of the Secretary for the purposes of orderly and 
efficient administration. 

£()] (@. The term “development unit” shall mean a part of a 
project which, for purposes of orderly engineering or reclamation 
development, is designated as a development unit by order of the 
Secretary. 

[(k)] (j). The term “irrigation block” shall mean an area of 
arid or semiarid lands in a project in which, in the judgment of the 
Secretary, the irrigable lands should be reclaimed and put under irri- 
gation at substantially the same time, and which is designated as an 
irrigation block by order of the Secretary. 

oS *K * * * * * 

[Src. 4. (a) In connection with any existing project on which 
construction charges are payable to the United States, the Secretary 
is hereby authorized to negotiate and enter into a contract or an 
amendatory contract, in a form satisfactory to him, with an organiza- 
tion, satisfactory in form and powers to him, representing the water 
users of the project contract unit involved, which contract shall 
provide for the payment of construction charges on said project 
contract unit in the manner hereinafter provided in this section. ‘The 
negotiation and execution of such a contract shall be undertaken 
only upon request by duly authorized representatives of the water 
users involved for such a contract and upon a determination by the 
Secretary that, in his judgment, such a contract is both practicable 
and in keeping with the general purpose of this Act. 

[(b) All of the construction charges for the project contract unit 
remaining unaccrued on the date of the contract entered into pursuant 
to this section or on any later date agreed upon shall be merged in 
a total and general repayment obligation of the organization. Said 
repayment obligation of said organization shall be scheduled in such 
annual installments as, in the judgment of the Secretary, constitute 
an equitable, practicable, and definite consolidated schedule of the 
existing obligations in said project contract unit to pay construction 
charges: Provided, That said schedule of installments shall be so 
arranged that in the judgment of the Secretary it does not involve for 
any of said construction charges merged into said general oblitagion 
an extension of the time permitted under the existing obligations 
for payment of said charges excepting the adjustment of the repayment 
period permitted for certain charges by the last sentence of this 
subsection. For the purpose of scheduling said installments of said 
general obligation in accordance with this subsection, in connection 
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with each project contract unit under an existing contract made 
pursuant to section 4 of the Act of December 5, 1924 (43 Stat. 672, 701) 
the Secretary shall fix a weighted average gross crop return per acre, 
of which 5 per centum shall be the measure for determining the 
schedule of the unaccrued construction charges in a definite number 
of annual installments. In the event the said existing obligations to 
pay construction charges in said project contract unit or units are 
based in part on section 4 of the Act of December 5, 1924 (43 Stat. 
672, 701), and in part on other Acts of the Federal reclamation laws, 
said charges may os consolidated into two general repayment contract 
obligations of said organization, each of which shall be scheduled in 
such installments as, in the judgment of the Secretary, constitute an 
equitable, practicable, and definite consolidated schedule of all of the 
respective parts of said existing obligations to pay construction 
charges. Any of said unacc rued construction charges, which under 
said existing obligations are payable on the basis of a definite period, 
first may be adjusted by the Secretary, if in his judgment such adjust- 
ment is both practicable and in keeping with the general purpose 
of this Act, to a repayment basis of a longer definite period fixed in 
each case by him: Provided, That for any such construction charges 
said longer period shall not exceed the limitations contained in the 
proviso of section 3 of this Act. 

[(c) For each project contract unit where a repayment contract is 
entered into pursuant to this section, a census of annual returns shall 
be taken each year. The normal returns each year, for each such 
project contract unit, shall be determined by the Secretary: Provided, 
That in any year, if the Secretary deems it necessary, an estimate of 
the annual returns of that year, in lieu of a final determination thereof, 
shall be considered with the annual returns of the preceding twelve 
years: Provided further, That in the event records of annual returns 
of the lands involved are not available for twelve preceding years, 
the Secretary, until such records for twelve preceding years have been 
established, in his discretion may consider established annual returns 
of other and similar lands in other and similar project contract units 
for the purpose of determining each year the normal returns. The 
estimates and final determinations of annual returns and the deter- 
minations of normal returns provided for in this Act shall be made 
by the Secretary with such assistance from the water users and 
organization involved as he requests, and said estimates and deter- 
minations made by him shall be conclusive. 

[(d) For each project contract unit where a repayment contract is 
entered into pursuant to this section, each year the percentage of the 
normal returns for said year by which the annual returns of said year 
exceed or are less than said normal returns shall be determined by the 
Secretary. For each unit or major fraction of a unit of said percentage 
of said increase or decrease there shall be an increase or decrease, 
respectively, of 2 per centum in the amount or amounts of the install- 
ment or installments for said year under the organization’s obligation 
or obligations as determined under subsections (b) and (e) of this 
section. Said latter amount or amounts as thus increased or de- 
creased shall be the payment or payments of construction charges due 
and payable for said year, except that in no event shall the amount 
of the said payment or payments due and payable for any year be less 
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than 15 per centum nor, as determined by the Secretary, more than 
from 150 to 200 per centum, inclusive, of the amount or amounts of 
the installment or installments for said year under the organization’s 
obligation or obligations as determined under subsections (b) and (e) 
of this section. The Secretary is hereby authorized to amend any 
repayment contracts heretofore or hereafter entered into pursuant to 
the provisions of this section to conform to the provisions of this 
amendment. 

[(e) In each contract entered into pursuant to this section, there 
shall be such provisions as the Secretary deems equitable, necessary, 
and proper to provide that any part of the amount of any installment 
of an organization’s obligation, as determined under subsection (b) of 
this section, which, in the year for which said installment is designated 
under said subsection (b), does not, by reason of the operation of sub- 
section (d) of this section, become due and payable as construction 
charges for said year, shall be added to an installment or installments 
of subsequent years for which installments are designated under said 
subsection (b) or shall be established as an installment or installments 
or parts thereof of years subsequent to the last year for which an 
installment is designated under said subsection (b), or both; and there 
shall be similar provisions respecting any such part of the amount of 
any installment modified or established under this subsection: Pro- 
vided, That under this subsection no installment may be revised to or 
established in an amount exceeding the amount of the largest install- 
ment as determined under said subsection (b), and there shall be in- 
cluded in the contract such provisions as the Secretary deems proper 
for offsetting the increases and decreases in annual installments which 
result from the operation of said subsection (d). 

[(f) In any contract entered into pursuant to the authority of this 
section, it shall be provided that from and after the date of the last 
installment of the organization’s repayment contract obligation or 
obligations as determined under subsection (b) of this section, a 
charge of 3 per centum per annum shall be payable by the organiza- 
tion on any balance or balances of said organization’s obligation or 
obligations which have not become due and payable by reason of 
the operation of subsection (d) of this section, until the same have 
become due and payable as construction charges under said sub- 
section (d), and said charge of 3 per centum shall be payable by the 
organization to the United States on the same dates as, and in addi- 
tion to, the annual payments otherwise required under this section. 

[(g) There may be included in any contract entered into pursuant 
to the authority of this section provisions requiring the organization 
to vary its distribution of construction charges in a manner that 
takes into account the productivity of the various classes of lands and 
the benefits accruing to the lands by reason of the irrigation thereof: 
Provided, That no distribution of construction charges over the lands 
included in the organization shall in any manner be deemed to relieve 
the organization, or any party or any land therein, of the organiza- 
tion’s general obligation to repay to the United States in full the total 
amount of the organization’s repayment contract obligation or obliga- 
tions as determined, under subsection (b) of this section.] 


a * * * * . * 
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Sec. 9. (d) No water may be delivered for irrigation of lands in 
connection with any new project, new division of a project, or supple- 
mental works on a project until an organization, satisfactory in form 
and powers to the Secretary, has entered into a repayment contract 
with the United States, in a form satisfactory to the Secretary, pro- 
viding among other things— 

(1) That the Secretary may fix a development period for each irri- 
gation block, if any, of not to exceed ten years from and including 
the first calendar year in which water is delivered for the lands in 
said block; and that during the development period water shall be 
delivered to the lands in the irrigation block involved at a charge 
per annum per acre-foot, or other charge, to be fixed by the Secretar 
each year and to be paid in advance of delivery of water: Provided, 
That, where the lands included in an irrigation block are for the most 
part lands owned by the United States, the Secretary, prior to execu- 
tion of a repayment contract, may fix a development period, but in 
such case execution of such a contract shall be a condition precedent 
to delivery of water after the close of the development period. After 
the close of the development period, any such charges collected and 
which the Secretary determines to be in excess of the cost of the 
operation and maintenance during the development period shall be 
credited to the construction cost of the project in the manner deter- 
mined by the Secretary. 

(2) That the part of the construction costs allocated by the Secre- 
tary to irrigation shall be included in a general repayment obligation 
of the organization; and that the organization may vary its distribu- 
tion of construction charges in a manner that takes into account the 
productivity of the various classes of lands and the benefits accruing to 
the lands by reason of the construction: Provided, That no distribu- 
tion of construction charges over the lands included in the organiza- 
tion shall in any manner be deemed to relieve the organization or any 
party or any land therein of the organization’s general obligation to 
the United States. 

(3) [That the general repayment obligation of the organization 
shall be spread in annual installments, of the number and amounts 
fixed by the Secretary, over a period not exceeding forty years, ex- 
clusive of any development period fixed under subsection (d) (1) of 
this section, for any project contract unit, or for any wrigation block, 
if the project contract unit be divided into two or more irrigation 
blocks.] That the general repayment obligation of the organization 
shall be spread in annual installments, of the number and amounts fixed 
by the Secretary, over a period of not more than forty years, exclusive of 
any development period fixed under paragraph (1) of this subsection, for 
any project contract unit or, if the project contract unit be divided into 
two or more irrigation blocks, for any such block, or as near to said period 
of not more than forty years as is consistent with the adoption and opera- 
tion of a variable payment formula which, being based on full repayment 
within such period under average conditions, permits variance vn the 
required annual payments in the light of economic factors pertinent to the 
ability of the organization to pay. 

(4) That the first annual installment for any project contract unit, 
or for any irrigation block, as the case may be, shall accrue, on the 
date fixed by the Secretary, in the year after the last year of the de- 
velopment period or, if there be no development period, in the calendar 
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year after the Secretary announces that the construction contem- 
plated in the repayment contract is substantially completed or is 
advanced to a point where delivery of water can be made to substan- 
tially all of the lands in said unit or block to be irrigated; and if there 
be no development period fixed, that prior to and including the year 
in which the Secretary makes said announcement water shall be de- 
livered only on the toll charge basis hereinbefore provided for 
development periods. 

[(5) Either (A) that each year the installment of the organization’s 
repayment obligation scheduled for such year shall be the construction 
charges due and payable by the organization for such year; or (B) 
that each year the installment for such year of the organization’s re- 
payment obligation shall be increased or decreased on the basis of the 
normal and percentages plan provided in section 4 of this Act for 
modification of existing obligations to pay construction charges, and 
the amount of the annual installment of the organization’s obligation, 
as thus increased or decreased, shall be the construction charges due 
and payable for such year. Under “(B)”’ of this subsection the pro- 
visions of section 4 of this Act shall be applicable, as near as may be, 
to the repayment contract made in connection with the new project, 
new division of a project or supplemental works on a project; and the 
organization shall make payments on the basis therein provided until 
its : general repayment obligation has become due and payable to the 
United States in full.J 


* * * * * * * 


Sec. 17. (a) The authority granted in [sections 3 and 4] section 3 
of this het for modification of « existing repayment contracts or other 
forms of obligations to pay construction charges shall continue 
through December 31, 1960. 

(b) The Secretary is hereby authorized, subject to the provisions 
of this subsection, to defer the time for the payment of such part of 
any installments of construction charges under any repayment con- 
tract or other form of obligation (exclusive of contracts entered into 
under this Act) that are due and unpaid as of the date of this amend- 
ment or which will become due prior to the expiration of the authority 
under subsection (a) of this section as he deems necessary to adjust 
such installments to amounts within the probable ability of the water 
users to pay. Any such deferment shall be effected only after findings 
by the Secretary that the installments under consideration probably 
cannot be paid on their due dates without undue burden on the water 
users, considering the various factors which in the Secretary’s judg- 
ment bear on the ability of the water users so to pay. 

The Secretary may effect the deferments hereunder subject to such 
conditions and provisions relating to the operation and maintenance 
of the project involved as he deems to be in the interest of the United 
States. If, however, any deferments would affect installments to 
accrue more than twelve months after the action of deferment, they 
shall be effected only by a formal supplemental contract. Such a 
contract shall provide by its terms that, it being only an interim 
solution of the repayment problems dealt with therein, its terms are 
not, in themselves, to be construed as a criterion of the terms of any 
amendatory contract that may be negotiated pursuant to [sections 3, 
4, or 7] sections 3 or 7 of this Act. 
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Acr or Marcu 6, 1952 (66 Srar. 16) as AMENDED 


The authority vested in the Secretary of the Interior by [sections 3, 
4, and 7] sections 3 and 7 of the Reclamation Project Act of 1939 (53 
Stat. 1187, 1188) and by section 3 of the Act of April 24, 1945 (59 
Stat. 75, 76), is hereby extended through December 31, 1960. 


O 
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JunE 9, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Coorny, from the Committee on Agriculture, submitted the 
following 


REPORT 


{To accompany S. 2007] 


The Committee on Agriculture, to whom was referred the bill (S. 
2007) to amend the United States Grain Standards Act, 1916, as 
amended, to permit the Secretary of Agriculture to charge and collect 
for certain services performed and to deposit such collections to the 
credit of the appropriation available for administration of the act, and 
for other purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 2, beginning on line 19, strike out the comma after the word 
“him” and strike out the remainder of the sentence through and in- 
cluding the word “‘inspection”’ on line 23. 

Page 3, line 1, strike out the sentence beginning ‘All such” and 
ending on line 5 with the word “Act.”’ And insert the following new 
sentence: 


The Secretary of Agriculture is authorized to pay employees 
assigned to perform appeal inspections for all overtime, 
night or holiday work at such rates as he may determine 
and to accept from persons, Government agencies and de- 
partments, and Government Corporations for whom such 
work is performed reimbursement for any sums paid for 
such work. 


Amend the title to read: 
To amend the United States Grain Standards Act, 1916, as 
amended, to permit the Secretary of Agriculture to charge 
and collect for certain services performed, and for other 
purposes, 
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CHARGES FOR OVERTIME GRAIN INSPECTION APPEALS 
STATEMENT 


The purpose of this bill is to permit the Department of Agriculture 
to assess against the person requesting the inspection the costs of over- 
time and holiday work involved in making appeal inspections under 
the Grain Standards Act. The act of August 28, 1950, already pro- 
vides for making such charges in the case of grain for export, so the 
effect of the bill is merely to extend this provision to appeal inspec- 
tions on grain not intended for export. 

Hearings were held on the bill and the bill as amended has the ap- 
proval of the grain trades. 

The purpose of the amendments made to the bill by the committee 
is to clarify the charges which may be made in connection with over- 
time work on appeal inspections. The amended language would au- 
thorize the making of charges for overtime work on all appeal inspec- 
tions on the same basis as is now authorized under the act of August 
28, 1950 (64 Stat. 561; 5 U.S. C. 576), for inspections relating to im- 
ports and exports. As in the case of charges collected under the act 
of August 28, 1950, reimbursements would be deposited to the appro- 
priation from which the costs were paid. 


DEPARTMENTAL APPROVAL 


Enactment of this bill was recommended and requested by the 
Department of Agriculture in an executive communication to the 
Speaker of the House of Representatives, text of which is as follows: 


APRIL 23, 1957. 
The SPEAKER, 
House of Representatives. 

Dear Mr. Speaker: There is transmitted herewith for consider- 
ation of the Congress proposed legislation amending section 6 of the 
United States Grain Standards Act of 1916 (7 U. S. C. 78). The 
proposal would permit the Department to make such charges as may 
be necessary to cover the salary, travel, and other items of expense in 
connection with overtime work of assigned employees in the handling 
of appeal inspections. It would also authorize the reimbursement of 
such charges to the appropriation from which the expenses were paid. 

The United States Grain Standards Act generally requires that grain 
which is sold by grade and shipped in interstate or foreign commerce 
be inspected by an inspector licensed by the Secretary of Agriculture. 
Any interested party may appeal to the Secretary of Agriculture a 
question of dispute regarding the licensee’s grade. 

Present law authorizes the Government to collect an assessment 
upon the appellant in two types of circumstances. If the original 
grade issued by a licensee on grain moving in interstate or foreign 
commerce is sustained by a Federal inspection made in response to an 
appeal, a fee is collected pursuant to the Grain Standards Act and 
deposited to miscellaneous receipts of the Treasury. If overtime 
work is required on an appeal inspection of grain for export, a charge is 
made for the additional costs for the overtime work and credited to 
the appropriation from which the costs are paid pursuant to the act 
of August 28, 1950 (64 Stat. 561; 5 U.S. C. 576). There is no similar 
authority to charge for costs in connection with overtime work per- 
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formed at inland points on appeal inspections of grain in interstate 
commerce. 

The proposed legislation would authorize making charges for all 
overtime work on appeal inspections whether at ports or at inland 
points. Charges for these additional inspection costs would be borne 
by the applicants for the service and would apply uniformly to all 
users of the service. 

During the past 15 years, the number of appeal inspections on grain 
has increased by almost two-thirds—from 45,894 in 1941 to 75,236 in 
1956. A larger percentage of appeal inspections is anticipated for 
1957. Several factors contribute to this increase. One of them is 
the large stocks of Government-owned grains which are in warehouses 
and the recent efforts to dispose of these stocks. Shipments from such 
stocks are usually in large quantities and, in the interest of self- 
protection, w arehousemen, shippers, and processors ask for a large 
number of appeal inspections on grain moving out of storage. Another 
factor is the trend toward having more exports sold and shipped on 
the basis of Federal appeal grades. This has proved to be a type of 
insurance which dealers and shippers willingly pay. The cost of an 
appeal inspection is indeed small in comparison to the potential loss 
a dealer might sustain if his shipment were rejected because of in- 
correct grading. This practice has reduced the number of complaints 
regarding the quality of shipments. Still another factor, in addition 
to these specific conditions of merchandising grain, has been the 
increase in the total volume of grain — from about 5.5 billion 
bushels in 1941 to almost 6.8 billion in 195¢€ 

The proposed legislation would also snoiabiae the deposit of over- 
time charges collected at all points (as differentiated from appeal fees) 
to the appropriation bearing the cost of this service. 

The increase in appeal inspections has created a heavy additional 
workload on the Federal supervisors who make the appeal inspections. 
The amount of funds required to defray the costs of overtime work on 
appeal inspections is extremely difficult to determine in advance. 
This is due to the fact that the number of appeals to be made is 
unpredictable and, more important in this instance, the timing of 
these appeals is such that considerable overtime, holiday, and night 
work at premium rates of compensation is required. Tnasmuch as 
the timing of the grdin movements is at the discretion of the shipper 
or commercial handler, inspectors are frequently required to work 
after official working hours at premium rates of pay. 

As no authority ‘currently exists for reimbursement for overtime 
costs at inland points, it has been necessary to deny many requests 
for appeal inspections. Further, an even greater number of appli- 
cations have not been filed when the interested parties learned that 
their appeals could not be handled within a reasonable time. In 
making charges for overtime work applicable to all users of the service 
and reimbursable to the appropriation regardless of location of the 
work, the Department could more nearly respond to all requests for 
appeal inspections. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 


Truse D. Morss, 
Acting Secretary. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


Unitep States GRAIN STANDARDS Act 


Sec. 6. Whenever standards shall have been fixed and established 
under this Act for any grain and any quantity of such grain sold, 
offered for sale, or consigned for sale, or which has been shipped, o1 
delivered for shipment in interstate or foreign commerce shall have 
been inspected and a dispute arises as to whether the grade as deter- 
mined by such inspection of any such grain in fact conforms to the 
standard of the specified grade, any interested party may, either with 
or without reinspection, appeal the question to the Secretary of Agri- 
culture, and the Secretary of Agriculture is authorized to cause such 
investigation to be made and such tests to be applied as he may deem 
necessary and to determine the true grade: Provided, That any appeal 
from such inspection and grading to ‘the Sec retary of Agriculture shall 
be taken before the grain ieaves the place where the inspection 
appealed from was made and before the identity of the grain has been 
lost, under such rules and regulations as the Secretary of Agriculture 
shall prescribe. Whenever an appeal shall be taken or a dispute 
referred to the Secretary of Agriculture under this Act, he shall 
charge and ¢ and cause to be collected, a reasonable fee, in 
amount to be fixed by him, [which] and such charges as may be neces- 
sary to cover cost of travel and pay of assigned employees and such other 
utems of expense as the Secretary of Agriculture may deem necessary, in 
connection with overtime, night, or holiday work on appeal inspection. 
The fee, in case of an appeal, shall be refunded if the appeal is sus- 
tained. All such fees, not so refunded, shall be deposited and covered 
into the Treasury as miscellaneous receipts. All such charges for 
travel, pay, and other items of expense in connection with overtime, night, 
or holiday work on appeal inspections shall be deposited to the credit of 
the appropriation available for the administration® of the United States 
Grain Standards Act. The findings of the Secretary of Agriculture 
as to grade, signed by him or by such officer or officers, agent or 
agents, of the Department of Agriculture as he may designate, made 
after the parties in interest have had opportunity to be heard, shall 
be accepted in the courts of the United States as prima facie evidence 
of the true grade of the grain determined by him at the time and place 
specified in the findings. 

O 
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LAND EXCHANGE, ESTES PARK, COLO. 


JUNE ¥, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Coougy, from the Committee on Agriculture,?submitted the 
following 


REPORT 


[To accompany H. R. 10321] 


The Committee on Agriculture, to whom was referred the bill (H. R. 
10321) to authorize the Secretary of Agriculture to exchange lands 


comprising a portion of the Estes Park administrative site, Roosevelt 
National Forest, Colo., and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


STATEMENT 


The purpose of this bill is to authorize the Forest Service to ex- 
change about 5 acres of land near Estes Park, Colo., for land of equal 
value on the outskirts of Fort Collins, Colo. The land near Estes 
Park is not needed by the Forest Service, while additional land in 
the Fort Collins area is urgently needed in connection with its admin- 
istrative headquarters in that cily. 

Since the bill stipulates that the lands to be received by the United 
States in the exchange shall be of at least equal value with the lands 
given up by the United States, there will be no cost to the Government 
as the result of this transaction. 
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DEPARTMENTAL APPROVAL 


Following is the letter from the Department of Agriculture indi- 
cating its approval of the bill, outlining in some detail the need for 
the land exchange, and recommending enactment of the bill: 


DeEPARTMENT OF AGRICULTURE, 
May 6, 1958. 
Hon. Haroup D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConGressMAN Cootey: This is in reply to your letter of 
March 21, 1958, requesting a report on H. R. 10321, a bill to authorize 
the Secretary of Agriculture to exchange lands comprising a portion 
of the Estes Park administrative site, Roosevelt National Forest, 
Colo., and for other purposes. 

We recommend that this bill be enacted. 

H. R. 10321 would authorize the Secretary of Agriculture to: 
(1) Convey by quitclaim deed all right, title, and interest of the 
United States in and to a portion of the Estes Park administrative 
site, Roosevelt National Forest, Colo., containing 4 acres, more or less; 
and (2) accept in exchange for that parcel a conveyance in fee simple 
by warranty deed to the United States of land of at least equal value 
in the vicinity of Fort Collins, Colo. It would provide also that lands 
conveyed by either party shall be subject to: (1) Rights-of-way, 
exceptions, reservations, and conditions outstanding of record, and 
(2) such exceptions, reservations, and conditions as the Secretary 
of Agriculture may approve. 

The portion of the Estes Park administrative site which would be 
conveyed by the United States is part of a 4. 88-acre tract situated 
along State Highway No. 7, and adjoining the community of Estes 
Park, Colo. It was purchased for $1,220 by the Forest Service in 
1937 pursuant to the Emergency Relief Act of April 8, 1935. It is 
not subject to existing land exchange legislative authority. It has 
been used in connection with the administration of the Estes Park 
Ranger District as a location for a garage and a storage yard for 
road. equipment and supplies and on occasions for keeping a few 
head of saddle og pack animals overnight. Improvements on the 
tract consist of a 20-foot by 50-foot portable garage building and 
fencing. 

The 4-acre portion of the Estes Park site is no longer required for 
administration of the ranger district. Approximately 0.88 acres 
within the southwest corner of the site would be retained for location 
of the warehouse and storage yard. Other needs of the ranger district 
are now met by another site in the vicinity which was acquired a few 
years ago from the Bureau of Reclamation. 

The tract which would be acquired by the United States through the 
proposed exchange consists of 3 acres, more or less, and is situated 
adjacent to the northwest city limits of Fort Collins. The topography 
is relatively flat with ample drainage. Its location makes for easy 
access over surfaced roads and without need for travel through 
the city. Sewerage, water, electricity, and telephone facilities are 
available. 
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The present administrative site at Fort Collins, which is used as 
headquarters by the supervisor of the Roosevelt National Forest, 
limited. It consists of less than 2,500 square feet of yard space cad 
a building which is fully occupied as office space and a small repair 
shop. ‘The limited yard space is needed for parking and refueling of 
official automobiles. Storage facilities are inadequate. Enactment 
of the bill and acquisition of the new site would permit the construc- 
tion thereon of a combination warehouse and shop building and 
provide the needed storage yard for heavy equipment, and supplies. 

Although a detailed appraisal has not yet been made, it appears that 
the two tracts are approximately equal in value. It is believed that 
each would be appraised at somewhere between $7,500 and $10,000. 
Should the bill be enacted, an appraisal of the properties will be made 
by a disinterested party. Inasmuch as the exchange would be made 
on an equal-value basis there would be no cost to the United States. 
The improvements which would be constructed on the new Fort 
Collins site are to meet additional needs. Their construction would be 
accomplished with regularly appropriated funds. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
TruE D. Morss, Acting Secretary. 


© 
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June 9, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Cannon, from the Committee on Appropriations, submitted the 
following 


REPORT 


(To accompany H. R. 12858] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for 
Civil Functions administered by the Department of the Army, certain 
agencies of the Department of the Interior, and the Tennessee Valley 
Authority, for the fiscal year ending June 30, 1959. 


SUMMARY OF THE BILL 


The Public Works Appropriation Bill, 1959, includes funds for 
the Quartermaster Corps, cemeterial expenses, the civil works activi- 
ties of the Corps of Engineers, the Bureau of Reclamation, the Bonne- 
ville Power Administration, the Southeastern and Southwestern Power 
Administrations, and the Tennessee Valley Authority. Estimates 
received by the Committee for these agencies for fiscal year 1959 total 
$1,076,016,000, as contained in the 1959 Budget and in House Docu- 
ments numbered 351 and 354. The Committee recommends appro- 
priations of $1,074,117,200, a reduction of $1,898,800 in the budget 
estimates. 

Over a two-month period the Committee took testimony totalling 
3,901 pages in the printed hearings from representatives of the 
ageneies involved and approximately 900 other witnesses, including 
190 members of the House of Representatives and the Senate. 
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The actions of the Committee and the funds recommended in the 
accompanying bill are the result of these extensive hearings. Recom- 
mendations of the Committee on specific appropriation items will be 
found in a table at the end of this report. 


Water Resources CONSTRUCTION PROGRAMS 


The Committee has recommended the amount of $849,495,226 for 
the water resources construction programs of the Corps of Engineers 
and the Bureau of Reclamation. These funds are allocated to 396 
projects and activities with the total estimated Federal cost of 
approximately $11,800,000,000. 

A careful analysis of the original budget submission clearly indi- 

cated a purposeful stretch-out in construction schedules which. would 

result in higher costs than need be for most of the projects in the 
construction stage. For example, the original budget submission of 
the Corps of Engineers showed slowdowns on a total of 124 going 
construction projects out of the 146 which were budgeted. Of the 
20 multiple-purpose projects budgeted for continuing construction, 
the power facilities in 11 of them had been deferred from nine months 
to three years. The situation with respect to the Bureau of Recla- 
mation program was similar. 

The Committee rejected these original budget requests since they 
were clearly not in the interest of the taxpayers and represented an 
illogical and uneconomic construction program at a time when a 
generally depressed economic situation throughout the country clearly 
dictated a different approach. The Committee requested the Corps 
of Engineers and the Bureau of Reclamation to submit more realistic 
requirements for its consideration. This was done. The Corps of 
Engineers proposed to increase the funds for going construction 
projects by a total of $125,000,000 and the Bureau increased its budget 
estimates for the same purpose by $70,823,000. It was testified ‘by 
witnesses of both the Corps and the Bureau that the speed-up in 
construction which these funds provide will result in substantial 
savings. The Committee was disappointed, however, to find that 
time lost on some of the projects because of expenditure limitations 
during the fiscal year 1958 cannot be reclaimed. 

In view of the increases for budgeted items brought about by the 
requests for more realistic and economical construction programs, 
the Committee adopted a policy of not increasing the amounts for 
specific purposes on the budge ted projects. A total of 41 unbudgeted 
projects have been added to the construction program of the Corps 
of Engineers and 4 have been added to the Bureau of Reclamation 
program. It is the Committee’s opinion that the projects which have 
been added would be constructed sooner or later. By starting them 
earlier, it is entirely possible that their ultimate cost will be less. It 
must be recognized, however, that a higher level of appropriations 
will be necessary in the future because of adding these projects to the 
going program. Otherwise the Congress will be faced again with a 
stretch-out program with uneconomical project construction schedules. 
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In the reports on the Public Works Appropriation Bill, 1957, the 
Corps was directed not to transfer funds to any project in amounts 
exceeding 15% of the funds available for such project at the beginning 
of the fiscal year on any project with a total cost of more than 
$500,000. For those with a cost of $500,000 and less the transfer 
authorization was set at 25% of the funds available. The Bureau 
of Reclamation is directed to adhere to these same limitations. 

During the current fiscal year numerous requests have been made 
to the Committees of the House and Senate to approve transfers of 
funds in excess of these limits. Testimony offered at hearings on 
these transfer requests was to the effect that some contractors are 
unwilling to gear their earnings to the amount of money which the 
Congress makes available for the projects involved. The Committee 
expects budget estimates to be based on economically feasible rates 
of progress and geared realistically to estimated contractor earnings 
in any given fisc al year. It is recognized that circumstances beyond 
control, many times dictated by weather conditions, will permit a 
greater rate of progress than anticipated at the time estimates are 
made. The transfer provisions were set with this in mind, and the 
Committee has been led to believe that these are reasonable allow- 
ances. Complete disregard for the limit set on earnings by any 
contractor, coupled with a threat to shut dow n, can be viewed as an 
effort to lift fiscal control out of the hands of Congress and place it 
in the hands of contractors. The Committee is convinced that the 
Congress does not intend this and will not look with favor on additional 
transfer requests in excess of the limits which have been granted. 
If, in the judgment of the Agency concerned, a transfer in excess of 
the limits is absolutely essential as an alternative to suspending con- 
struction the Committee will consider only those proposals accom- 
panied by an offer on the part of the contractor to amend his bid 
figures downward so that the Government may achieve some of the 
advantage of the savings which he expects to realize by a speed-up 
im construction. 

Cost-Type Bupcetr 


The budgets of the Bureau of Reclamation and the Corps of Engi- 
neers as presented to the Congress contained extraneous matter 
related to cost-type budgeting. In order that the Committee. and 
the witnesses could have before them an understandable set of figures 
in connection with consideration of the bill, it was necessary to delete 
where possible the cost-type schedules and data in preparation of the 
Committee Print. As stated in last year’s report the cost-type budget 
is clearly of no value to the Committee in its review process and 
certainly no assistance in curtailing unnecessary expenditures or appro- 
priations. The task of converting the budget tables to eliminate 
cost-type data is a waste of time. The Committee is entitled to a 
budget presentation which does not obscure and confuse the amounts 
of money for which the Federal Gove -rnment is going to be obligated in 
a given period of time. If the budget document and the justifie ations 
for the fiscal year 1960 are offered to the Congress with cost- -type 
data scattered through them they will be returned to the Departments 
for elimination of all such data and resubmission on an obligational 


basis only so that the Committee may have a set of usable figures 
with which to work. 
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CIVIL FUNCTIONS, DEPARTMENT OF THE ARMY 


QJUARTERMASTER Corps 
CEMETERIAL EXPENSES 


i CU Si bso sipincar tics Mean wih ie tang eawnt Seeipat ciate a taea aap eb $6, 815, 000 
Estimate, 1959___- ih eae nn ee eee ie te oe --- 6,915, 000 
Recommended, Wiss aT AA cana gpcdllnts OU iN uMildda tds 6, 915, 000 
Comparison: 
Appropriation, 1958... ... 12-1. sn csmn SR sae Si eet ac re + 100, 000 
SN I nek vila ns ois akon cents dal aan eae ear pacane 0 


The increase provided over the snamubikeiian for 1958 will provide 
for the purchase of additional headstones and a small increase for 
maintenance and operation of the National Cemeteries. 


Rivers AND HarsBors AND FLoop ContROL 
GENERAL INVESTIGATIONS 


Appropriation, 1958_.- - -- hi ln seh alae ae wl ll hata $10, 779, 600 
Estimate, 1959_____-_-- ian ae eaae eae es $2 ibaa aval cece ie 7, 800, 000 
RAINE ED 5 6c oe ee ei eaaaa ig mae aaa mm eunaie 8, 473, 500 
Comparison: 
NE, Cs os ci waa aw duet tales en wild wien ibid — 2, 306, 100 
ee eT ee ee +673, 500 


The Committee has added 26 unbudgeted surveys on projects which 
appear to have justification. These are as follows: 


Alabama: 

Choctawhatchee—Pea Rivers-_-_-_._...__-- ena o wake ames ae woke $35, 000 
Arkansas: 

Pim BAYOU. +....5-<s-.< inna guia kerk nn ana eee ewe 32, 000 
Florida: 

NE oi assis hsm cei asa Is maka eee as 25, 700 
Georgia: 

Flint River. .......-. iden i aatoun mena wewown eam eee 35, 000 
Hawaii: 

St REO ORIRD ANUNINOR icici otis c aro Cabkbwkewotienodgans 20, 000 

I i oe saa ON Re anc eRe um See 10, 000 

Kaunakakai Harbor....._...__- Sie Peake cen uw eis wie etek amas 10, 000 
Idaho: 

NIN SUMO COUN oie iiss x sr a ele we an lic a we ee catalan a 5, 000 

| a a a 13, 000 
Illinois: 

I CO in occ ance n owen inhk dnhbaa mee ok ele eae 120, 000 

East Side Levee and Sanitary District..............-._-_-.-___- 65, 000 

Prairie DuPont Levee and Sanitary District..................___- 50, 000 

Richland Creek..........--.-- Loeeakse deena anwausea oe sete 30, 000 

as a ih sah winks wise dee biaas wid Gndutne eoes mains 10, 000 

irs shi ds chic dh seve Wp en ln th inte te est bs wd enn we eke ga 10, 000 

Wood River Levee and Drainage District_..............._______- 50, 000 
Towa: 

NT NU aris Sa presca kaart bie a aaa a New @ Rnerdnlnton eae eedon 20, 000 
Michigan: 

CAE OOD ARO TAVOES 6 ois aca eae cncocmesneedadueeee 3, 000 

Leland Harbor. ; i (2 he bake ean aaa Ona eic ces more aa 8, 800 

New Buffalo Harbor. : pas wie eure ete ea ee 6, 000 

Tittabawassee River _- LduKsidaw Kein Ww Ceo tePeleewoewees 10, 000 
Missouri: 

Salt River - 3 : Seer ee ee ee 15, 000 

Sandy Slough - cab Snnstentdennencvecesevesdscssey 
Nebraska: 

Crystal Lake__- SHS t en weed sent eeNtoneupesaiededeuae 10, 000 
Ohio 

West Harbor____- aw nti Dae Sema ea atures cere 10, 000 
Washington: 

Wynooche River (etensdhehass ech enhdedanaednaeneekges 50, 000 
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If funds in addition to the amounts budgeted for the Rouge River, 
Michigan and the Passaic River, N. J. and N. Y. surveys are needed 
in fiscal year 1959, the Committee will have no objection to the use 
of available unobligated funds. 

The Carter Lake, [owa survey has not been authorized and language 
has been inserted in the bill to preclude the use of the funds for it 
pending authorization. 

In accordance with the usual practice the Committee has provided 
a lump sum appropriation for investigations programmed in the budget 
and added by the Committee. The allocations of funds to these 
projects as set out in the justifications and herein are considered as 
tentative and subject to minor adjustments as the investigations work 
proceeds. The Committee found that in several Divisions extensive 
adjustments had been made between projects during the fiscal year 
1958. It is expected that greater effort will be made to adhere to the 
allocations shown in the 1959 program. A repetition of the extensive 
adjustments made in the 1958 program will result in restrictive action 
to limit the Corps’ latitude with respect to the transfer of funds be- 
tween projects. 

Hereafter all amounts programmed for transfer to other agencies on 
the separate General Investigations items are to be set forth in the 
justifications supporting the budget estimate. 


CONSTRUCTION, GENERAL 


Appropriation, WO58.. 60s cenansawsuseccaeekamenlh the $449, 823, 500 
RANE BOs aoa kw eacinana mendes 564, 620, 000 
ERCUGE TRENTINO IU 6 ia ts ests cen cn son cc een anal EE 577, 085, 500 


Comparison: 
Ronee: Tee... 6 oo wakes eeeasue eee + 127, 262, 000 
RBCHNGG TUG. cade aw cme eiwawane aciiomiaceaiiadeaaoneee +12, 465, 500 


The following tabulation shows each project for which funds are 


recommended for advance engineering and design (Planning) and for 
actual construction: 








Allocation 
State and project 
Construction; Planning 

Alabama: 

Fort Gaines lock and dam, Alabama and .. ocean saantainn ai. Ti canienaae 

Jackson lock and dam_-_--- uaoat Sais chess ca kes wh Setiaicmcada a eet tiaaen ora oO oD 
pS EE Ee Me ere ie eS ET Dice nciicRantentounae 
Arizona: | 

OR ENG MI ir dedi eiciscinnish meta cata erica i lea eras Af a 

i ee es 15 Se | a ae 
Arkansas: | 

Arkansas River and tributaries, Arkansas and Oklahoma (general | 

studies) Bs oe adele $900, 000 
Arkansas River and ‘tributaries, “Arkansas and Oklahoma ‘(emergency | 

bank stabilization and channel I i ks icine eacones cece aaietstiacans = 
Beaver Reservoir |} eh 
Bull Shoals Reservoir, ‘Arkansas and Missouri (additions of units Nos. 

5 and 6) ier fal tk iter tinea oh eres ds aed a asta tiie teeta aniacareg eileen eae A 4 ee 
Danton tak ah Ole. oe a eS 8c) eee | FE irc taconta teenies 
Greers Ferry Reservoir Soe TR  escnie cceeetediaciiat 
Red River levees below Denison Dam, “Ark., La., and Tex... ; RE Erte eocacants 
Table Rock Reservoir, Ark. and Mo. (See Missouri.) 
eS iia Join ce Su edn Weenbane dion écdnmabinndaamneale ---| SR GO Riidseteeansene 

California: | 
a he te ee ee ee er eee | os 
Devil East Twin Warm and Lytle Creeks__...............-....-------- en 
TUNE SUR NUN OIE I sn eicatinci hens catia dhcdimeitintwnaseneapaeen | 1 Ge Oe fo ccccsadebease 
Los Angeles County drainage area______........-- cada Seki en Pe I Ei ecenticsnitbnstiansonas 
Lower San Joaquin River and tributaries Sere <iaiee aie 1, 000, 000 | aa, amctoen eae 
Middle Creek. ______._- Bi PCE eee ates : tan CEE GF Ficecnendutecce 
Mill Creek Levees Ba ce iain dtasioietiin'is in niplitibalgu ncaa 32, 000 
a I i a 230, 000 


Playa Del Rey Inlet and IE a eC eee ake 1, 200, 000 
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State and project 


California—Continued | 
Port Hueneme Harbor 
Russian River Reservoir 
Sacramento River 
Sacramento River and major and minor tribut 
Sacramento River deepwater ship channel.--- 
San Antonio and Chino Creeks.-_- 

an Diego River and Mission Bay---..- 

an Francisco Harbor: 


aries... 


S 


8 


(a) Removal of Raccoon Shoal ssceceioieniecatiainiiciadehea les 

em NO ac ee ie 
San Jacinto River and Bautista Creek. = : onal 
San Joaquin River Stockton deepwater channel. -- sincaneiaee os 
San Lorenzo Creek____-- ‘ ‘ is petdenaian eh bunmere’ 
San Lorenzo River_.-- aoe : wee 
Santa Clara River : a. | 
Santa Maria Valley levees. ‘eiiaih 


uceess Reservoir 
‘erminus Reservoir. 
Connecticut: Thomaston Reserv 
Delaware: Inland Waterway, Delaware River to 
and Md.: 
Summit Bridge.-. 
Canal improvement. 
Florida: 


8 
T 








Cen URNS SCIEN ST RO A cin nacneccdeccadsedbbasaduamswiion 
Intracoastal Waterway, Caloosahatchee River to Anclote River.......--- 
Intracoastal Waterway. Jacksonville to Miami-_........-.-......-...__-- 
IE: RI. IRONS CUI oi ara rns keh encima g anieaaen 
Georgia 
Brunswick Harbor. .-.---- ‘ Sa a a a re 
Fort Gaines lock and dam, Alabama and Georgia. (See Alabama.) 
en eran aes Ge Oh '4) | - . btn cadaldaenenecwonemininadeewewseds 
Savannah River below Augusta._.-- i a a a 
Hawaii: 
Honolvju Harbor......----.-. Line unaki ane neated beam a oeabemioedon 
cies nelnaieneie speivnattienintitletsicbtaasianiacabbdpsdbioal 
Idaho 
ED. i cpurabnnbndiiocmaniinnecadaaadaceeauell 
Daten WhOG BIVel..... oc ecocccccucee Sait Ole ila i he Ena SAREE 
Illinois: 
Carlyle Reservoir she ilegesovs Relea ss isto ose sag low sea toil 5 oie | 
Chicago, Burlington & Quincy RR. Bridge, including channel change-_-| 
Clear Creek Drainage and Levee District..................-- | 
oO Ae eee ee ae ee ee 
Illinois Waterway, Calumet-Sag Channel, part I-.............__-- : 
Mississippi River between the Ohio and Missouri Rivers, Ill. and Mo.: | 
Regulating works cmaly | 
Mississippi River between the Missouri River and Minneapolis, Minn.: 
Rectification of damages--.- 
The Sny Basin iio é 
Wabash RR. bridges at Meredosia and Valley City... | 
Wilson and Wenkel and Prairie duPont Drainage and Levee Districts_-__| 
Wood River Drainage and Levee District Pen Gmeennats : aie SiN 
Indiana | 


Evansville n s = 
Lock and dam 41, Indiana and Kentucky. 
Mansfield Reservoir | 
Markland lock and dam, Indiana, Kentucky, and Ohio. (See Kentucky.) | 
Iowa: 
Iowa River, Flint Creek Levee District No. 16 
Little Sioux 
Missouri River 
Missouri = | 
Missouri River channel stabilization, Iowa, Kansas, Missouri, and | 
Nebraska 


(See Kentucky.) 


River 
agricultural 


levees, 


Iowa, Kansas, Nebraska, and} 


a—Sioux City, Iowa, to Omaha, Nebr 
b—Omaha, Nebr., to Kansas City . ne Oe eee ae 
c—Kansas City to the mouth 


Missouri River, Kenslers Bend, Nebr., to Sioux City, Iowa, including 
Miners Bend. (See Nebraska.) 
Muscatine__. 
Red Rock Reservoir... - sxc ony plies cena? cai infersetiemios 
Kansas: | 
as aie a a 
John Redmond (Strawn) Reservoir--- 
Manhattan__.......- 
Milford Reservoir._.___- 5 ; Zee 
Missouri River channel stabilization, Iowa, Kansas, Nebrs 
Missouri. (See Iowa.) 








959 





Allocation 


Construction | 


$840, 000 

750, 000 
3, 000, 000 | 
1, 000, 000 
6, 000, 000 | 
2, 000, 000 | 

876, 000 


20, 000 
285, 000 


700, 000 
, 800, 000 
300, 000 





000, 000 
, 000, 000 
, 000, 000 


940, 000 
, 260, 000 | 


, 100, 00F 
, 950, 000 | 


500, 000 
700, 000 | 


58, 000 

| 

800, 000 

500, 000 

236, 000 

500, 000 | 
500, 000 


1, 000, 000 | 


65, 000 
500, 000 
500, 000 | 
400, 000 | 


800, 000 |_ 


, 700, 000 


000, 000 | 


300, 000 


Planning 


aie $110, 000 
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Allocation 
State and project 
Construction| Planning 

Kansas—Continued 

Missouri River agricultural levees, Iowa, Kansas, Nebraska, and Mis- 

souri. (See Iowa.) 

Ottawa.__- nn eno cee i adich alli Sion aedaaaeecalintalnacidenstscelaa iMac CS aaa 
ONE SEO so a camadscknwctnachandadninceeteoudaenian AE Lardnicinaiteaican duel $125, 000 
Pomona Reservoir-_....-.-.- sheccuhatettbbiietiidbinhddéthnakanatensiadlalied | a ae 
DOE nice desi adcnansewsdenaghedeqtssbelaeiidebdcdas coh | |_| a 
Rath aba cne nah cuxsceunsn cnasanedateudheddaaiinmneetinn mensaqids a ananeaniiiia D Fee CP iténccabnctonh 
Toronto Reservoir_..---------- sksdngihenegnbeenedesnnaanneaemae | BD: 60Rs OEP bacicctidcdicane 
FES CEE IO NON ovicnndndaniagienageepeuumaendidaaddecsuerniiaan oe ee ee 
Vi 8 ae wate dipguitstvndinnnecatiainntineintdinimiaad aaa 175, 000 

Kentucky: | 

Barkley Dam (lower Cumberland lock and dam), Kentucky and Ten- 

nessee oa ais diiciptenttdNidinateclaeagiaaee sn wocheeneedeaslamelacll SOR Oe Biss astoances 
ee khorn Re servoir. stain li ent iii as as a a iti li ci Se Gee Bsdb céainctdaace 

Jatlettsburg ial hein tac eee aig ts ileal tate eicar ceed iat cthtaenaieniiagiiiaiaa GU SE itatitescwncne 
Fishtrap Reservoir Sikcies neeinmesdicmmieeate eatin mene eds iincaahé cieigiecabacaaes | sontbinsiginl iain 140, 000 
Greenup locks and di 1m, Kentucky and Ohio a ee ee | LS, Ge Be eiditicnccncce 
Lock and dam 41, Indiana and Kentucky. __-._-.......---.------------- | OS oD eee 
Markland locks and dam, Indiana, Kentucky, and Ohio__............... BR, COR, GOO Patience dvindccca 
New Richmond locks and dam, Kentucky and Ohio__-._-...----.-.-.-. | EE 
SER ol Bg. a er ae ee ee ee i cgrecunnieeotiteenils 120, 000 
Nolin Reservoir~ ‘acct gn canal tcantetigeiearneip ttre tia onieardarivinsihandiasiahiagimngcaeiininaiaianial SORE Nascisiesicth ewan 
Rough River Re eurucie 60) MeO os cc eee | oN ae 

Louisiana 
TD Been Ie BE, 6a danaceeinetacnceeetetadeneieaaenl CE a nxcdiittname 
Gulf Intracoastal Waterway: Plaquemine- Morgan City Alternate Route- J J « eee 
Mississippi River Gulf outlet : 9 GER GEE te cnaccansidcss 
Red River levees below Denison Dam, Ark., La., and Tex. (See | 

Arkansas.) 

Maryland | | 
Cumberland, Md., and Ridgeley, W. Va hiekeaatl pe) ae a 
Inland Waterway, ‘Delaware River to Chess apeake Bay. (See Delaware.) | 

Massachusetts | 
Boston Harbor extension to 40-foot anchorage | 2p RE Det iikentonne 
Fast Brimfield Reservoir | GO O0S Oe tu . chs cageee 
Hodges Village Reservoir a 2, 700, 000 |_...--- \ 
New Bedford, Fairhaven, and Acushnet. Sueneagdenes a anit 460, 000 
North Adams. .- ; adelante 2 cian sinwphentes 4, FED Oh iotitinscdsncne 
Salem Harbor “eee Lee ee — iti Fk ) | eee 
West Hill Reservoir. f : nipahaicn biiinag ie ; cbediane 275, 000 j....... cece 
Westville Reservoir palaniin ; ote wa ebadin 141, 000 
Weymouth Fore River ae aia jeieaeaeae 800, 000 a sitgatplpasmart 
Worcester : : wisi oe nde By SEG cadet nema 

Michigan: | 
ne i scpaiiidioicatimaenmiale | L, Fee Oe Lennitencedeltd 
Big Bay H: OE a rte ee eR ee ee OS | eer 
Greet TARUS CUNOCTING GREENE. «nce din cnnscceccccscccandacckdscanaceead yt ff aera 
Harrisville Harbor. .........ecessea<« pia Se chenille iene } Co) ee ee 
anna On Ian EIN 3 ccs sninn ics ded iss ake ik ecu epee @eesebclodaell etisalat | Jy Ge OP ict ceibheuee 
Little Lake Harbor eae i oe s i ea ee ee 30, 000 
Su OI NINE rn os nr il naan | SEE Li nccwniatbanwwn 
Pie ee MENUS « o552 5-5 ci acth enh ast eséactet onan | GES, COP bicaaccsnnanats 
ST TINO csie-cnsilin pci vricsnniee telietnseesgdcdacnieeh ali ceded atalino ated Tii plane | SL iationnatniog 
St. Marys River, ir nprove ment of south canal___-..-__-__- eee eee TL OOD Uniincadadtucen 
UY SIS OEE RID NON aii cin cunnoenacacenink Ghewad anatase seaetnsnadeatios | 8 | ae 

Minnesota | 
Mississippi River between Missouri River and Minneapolis, Minn., | 

rectification of damages. (See Illinois.) } 
Red River of the North, SC; WMI Ba acetates insted accion tgcssbeleeotanioonth | TE GU EcidncsnmnStinnen 
is, PI TI 0555.55.53: arc dec nod a Rca mh deine dena htaaaalacdaoean tad Sy BAGO Lenctcitiimsbcnce 

Missouri 
Sen CRUE a cine al phsemeraertnek Micelle a 2 es Oe Rien toaniiameniin 
Bul! Shoals Reservoir, Ark. and Mo. (See Arkansas.) 

a aE a Sa eee eer e psadinkantoks Sa iadugithdoiccbecabncealeeeainals NE  lcctcietdhnencan 
Cape Girarde: su (reach No. 2 only) shade pra tain insabca aoe ss alien cee }, CUE, GOP Li ctacnsitbanne 
Des Moines and Mississippi Levee BE RR: aie otinn 100, 000 
Fabius River Drainage District as bapepaeaiianasadel 7 é aan 750, 000 |......-- — 
Joanna Reservoir wisi ss iri ta li cca ec cna cla asia mac neues 50, 000 
Kasinger Bluff Reservoir. - 7 80, 000 
Mississippi River between Ohio River and Missouri River, Ill. and Mo. | 

(See Illinois | 
Missouri River channel stabilization, Iowa, Kansas, Missouri, and | 

Nebraska (See Iowa.) 
Missouri River agricultural levees, Iowa, Kansas, Nebraska, and Mis- 

souri. (See Iowa 
Pomme de Terre Reservoir_- shed = ea ee ye a SAEED Ein cééucaawbaee 
St. Louis padcipibin cig ietiieiapaed hy PE Divadsivahaadicien 
Stockton Reservoir 2 oid ic aeiciptenniniaiecaeak & loess oe oe 150, 000 
Table Rock Reservoir, Ark. and Mo__.._....__-.-.-.---..-------------- Fly Ce OEE, Ei dtnctnatcotetcmens 

Montana: | 
Columbia River local protection: Clark Fork at Missoula__............- accuses 12, 000 
Fort Peck Dam (2d powerplant) _.....-- ‘siiknaumadcadmna mamta | ©, CEOS Unndicmanccinnnel 











PUBLIC WORKS APPROPRIATIONS 


State and project 


Nebraska: 
Missouri River agricultural levees, 
souri. (See Iowa.) 
Missouri River channe!] stabilization, lowa, Kansas, Missouri, Nebraska. 
(See Iowa.) 
Missouri River, Kenslers Bend, Nebr., 
Miners Bend), Iowa, Nebraska, 
New Hampshire: 
Hopkinton-Everett Reservoir 
Otter Brook Reservoir 
New Jersey: 
Delaware River, Philadelphia Naval Base to Trenton, Pennsylvania and 
New Jersey___. 
New York and New Jersey Channels, 
Staten Island Rapid Transit Bridge, 
New York.) 
New Mexico: 
Abiquiu Reservoir 
Albuquerque 
Los Esteros-Alamogordo Re servoirs 
New York: 
Allegheny River Reservoir, 
Barcelona Harbor --- = 
Buffalo Harbor, north entrance 
Endicott Johnson City and Vestal_-_- 
Great Lakes to Hudson River Waterway- 
New York and New Jersey Channels, N. Y.and N.J. 
Oswego Harbor detached breakwaters : 
Staten Island Rapid Transit Bridge, New York and New Je rsey...- 
North Carolina: 
Oregon Inlet 
Wilkesboro Reservoir.__. 
North Dakota: 
Garrison Reservoir-- 
Lower Heart River. 
Ohio: 
Ashtabula Harbor. 
Dillon Reservoir_._.._.- - $ eae asst 
Greenup lock and dam, Kentucky and Ohio. (See Kentucky.) 
Markland lock and dam, Indiana, Kentucky, and Ohio. (See Indiana.) 
New Cumberland locks and dam, Ohio, Pennsylvania, and West Vir- 
ginfa__-_- - 
New Richmond lock and dam, Kentucky and Ohio. 
Pike Island locks and dam, Ohio and West Virginia_ 
West Branch Mahoning River Reservoir- 
Oklahoma: 
Arkansas River and tributaries, 
sas.) 
Denison Reservoir, Tex 
Eufaula Reservoir 
Keystone Reservoir 
Oologah Reservoir-_- 
regon: 
Blue River Reservoir_- 
Columbia River between Vancouver, Wash., and The Dalles, 
27-foot channel 5 
Columbia River local protection: John Day River... 
Cougar Reservoir-_-------- aes 
Fall Creek Reservoir - - 
Green Peter Reservoir--- 
Hill’s Creek Reservoir--- 
Holley Reservoir - - Reece 
John Day lock and dam, Oregon and Washington 
Lower Columbia River improvement to existing works: 
County Drainage District No. 1- ; 
The Dalles Dam, Oreg. and Wash-__. 
Willamette River Basin bank protection 
Pennsylvania: 
Allegheny River ern N. Y. and Pa_---- 
Allentown.. 
Bear Creek Reservoir__-- 
Bethlehem. 
Bradford _ 
Curwensville Reservoir-- 
Dam 8, Monongahela River 
Delaware River, Philadelphia Naval Base to Trenton, 
and New Jersey. (See New Jersey.) 
Dyberry Reservoir-- 
Kettle Creek Reservoir-- 
Maxwell locks and dam, Monongahela River 
New Cumberland locks and dam, Ohio, Pennsylvania, 
ginia. (See Ohio.) 


Iowa, Kansas, Nebraska, and Mis- 


to Sioux City, 
and South Dakota 


N. Y. and N. 


New York and New Jerse y. (See 


Pa. and N. Y. (See Pennsylvania.) 


(See New Jersey. 


(See Kentucky.) 


Arkansas and Oklahoma. (See Arkan- 


. and Okla. (See Texas.) 


Multnomah 


Pennsylvania 


and West Vir- 


1959 


| 
Construction | 


Iowa (including | 








Allocation 


$1, 000, 000 


1, 400, 000 
320, 000 


13, 600, 000 


5, 420, 000 | 


1, 250, 600 
775, 000 


200, 000 
2, 000, 000 
1, 700, 000 

110, 000 


1, 000, 000 
2, 500, 000 


722, 000 
10, 600, 000 
500, 000 


997, 000 
8, 250, 000 


10, 000, 000 


3 
333 


: 


Ooms 


Boies vee 


1, 000, 000 
5, 500, 000 


13, 000, 000 


~ 8, 000, 000 


600, 000 


13, 500, 000 | 


500, 000 


1, 000, 000 
700, 000 
1, 740, 000 
350, 000 


2, 750, 000 


2, 000, 000 


1, 400, 000 


800, 000 














Planning 


105, 000 


16, 000 


150, 000 
310, 000 


110, 000 


175,00 


275, 000 
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Allocation 


State and project 


} 
|Construction| Planning 


Pennsylvania—Continued 


Prompton Reservoir. 7 aa Rt eee ys eee 
Shenango River Reservoir, Pa. and Ohio--- oon $100, 000 
Stillwater Reservoir - -- ‘ = 1, 300,000 |... . 
Rhode Island: | 
Narragansett Bay Area (R. I. and Mass.)--- ibaa rae 600, 000 
Woonsocket. — . esol 2 GR Se bskh scene 
South Carolina: Hartwell Reservoir, Ga.andS&.C. (See Georgia.) | 
South Dakota: 
Big Bend Reservoir ‘ weal 200, 000 
Missouri River, Kenslers Bend, Nebr., to Sioux City, Iowa (including | | 
Miners Bend), Iowa, Nebraska, and South Dakota. (See Iowa.) | | 
Oahe Reservoir-...- ; 4 38, 800, 000 |...__- 
Sioux Falls_. : 1, 900, 000 |__ 
lennessee: | 
Barkley Dam, Ky. and Tenn. (See Kentucky.) 
Cheatham lock and dam__- , 959, 000 
Lake City. : 295, 000 |......- 
lexas: 
Brazos Island Harbor 1, 400, 000 |__--- 
Buffalo Bayou Si is EE Tl cactnececi eee 
Canyon Reservoir- et 
Cooper Reservoir and channels j ; 800, 000 |_...__- 
Corpus Christi Bridge--- ; 915, 000 tole 
Denison Reservoir, Tex. and Okla.: 
Highway bridge at Willis Ferry site. 1, 000, 000 |_- 
Additional recreation facilities (Lake Texoma) -- : See eee 1.>.....- 
Galveston seawall - -- 1,000, 000 |__.-- 
Gulf Intracoastal Waterway: 
a—QGuadalupe River channel to Victoria... ‘ 1,000, 000 j......._- 
b—Realined route, vicinity Aransas Pass ‘ e | Te ee 
Houston ship channel. - - ‘ si | GE OP nw an ase cecous 
Lampasas Reservoir_ : 2 2 gehbeinis 125, 000 
Lavaco-Navidad Rivers at Halletsville- oh ; | 333, 000 |........- : 
MeGee Bend Dam.. iF aT Ris } | 4, 500, 000 J . 
Port Aransas-Corpus Christi Waterway: 36-foot channel : 1, 300, 000 ee 
Proctor Reservoir... ..--- . an% | scece] 125, 000 
ted River levees below Denison Dam, Ark., La., and Tex. (See | 
Arkansas.) 
Sabine-Neches Waterway. --- 1, 000. 000 
San Antonio channel... : 1, 000, 000 S 
Waco Reservoir--- : | 1, 000, 000 2 
Utah: Salt Lake City_.. 150, 000 
Vermont: 
Ball Mountain Reservoir | 2, 700, 000 
East Barre Reservoir (modification) 678, 000 
North Hartland Reservoir 2, 300, 000 
North Springfield Reservoir. 2, 000, OOO }.........-.. 
Townshend Reservoir. 2, 000, 000 |___- 
Virginia 
Norfolk Harbor, widen 40-foot channel_--- 1, 200, 000 


Norfolk & Portsmouth Belt Line RR. bridge 240, 000 
Pound Reservoir. . . Si 
Washington: 
Chief Joseph Dam , 400, 000 
Columbia River between Vancouver, Wash., and The Dalles, Oreg.: 
27-foot channel. (See Oregon 

Eagle Gorge Reservoir---__. 6, 000, 000 
Ice Harbor lock and dam 22, 500, 000 
John Day lock and dam, Oregon and Washington. (See Oregon.) 

Lower Monumental lock and dam-- 


150, 000 


i) 





‘ alec 550, 000 
Willapa River and Harbor and Naselle River--- 270, 000 
West Virginia: 
Hildebrand lock and dam... | 2, 500, 000 |_._- . 
Opekiska lock and dam-.-. | : 125, 000 
Sutton Reservoir- | 12,000,000 |.....-- 
Wisconsin: Bayfield Harbor | 122,000 |-..... 
Wyoming: | 
Jackson Hole 400, 000 |.....-- 
Sheridan. : 400, 000 |.....-- 
Local protection projects not requiring specific legislation 3, 000, 000 > 
Emergency bank protection. -- ; FT Neen ingnghttegtes 
Snagging and clearing. - -- 600, 000 |.....- bid 
Projects deferred for restudy mcajiliteehiediiaia 16, 000 
Reduction for anticipated savings and slippages- - - —30,000, 000 |........... 
Toe... ; js 567, 747, 000 7, 738, 500 
Lower Columbia River fish and sanctuary program (Fish and Wildlife | 
Service)... 1, 600, 000 oe 
Grand total, construction, general. - 569, 347, 000 7, 738, 500 
577,085,500 


H. Rept. 1864, 85-2 
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UNBUDGETED PROJECTS 


The Committee has added funds in the bill for 41 unbudgeted 
projects. The authorizations for some of these projects are pending 
in H. R. 12700. Funds have also been included for projects affected 
by monetary limitations which would be increased by the provisions 
of H. R. 12700. Language has been included in the bill to preclude 
use of funds for such projects until the appropriations are authorized. 


REDUCTIONS IN BUDGET ESTIMATES 


The Committee has made only three reductions in the budget esti- 
mates for the construction program. ‘The first of these is $1,000,000 
in the amount requested for the Missouri River Agricultural Levees. 
This was offered by the Corps at the time of the hearings because of 
program delays resulting from legal problems on rights-of-way acquisi- 
tion and the carry-over of unobligs ited funds from the fiscal year 1958. 
The second reduction is on the Salt Lake City project where the Corps 
offered a $150,000 reduction in the budget request due to slippage in 
the construction schedule. 

Central and Southern Florida.—The estimate for this project has 
been reduced to the amount of the 1958 appropriation, $5,260,000. 
The Committee does not expect to recommend further appropriations 
for it until the contribution of local interests has been increased to 
approximately 50 percent of the total cost. It is noted that no increase 
in local contribution and no relaxation of the $29,152,000 limit on 
cash contributions is contemplated in H. R. 12700. The Committee 
recommended funds for the project in the current fiscal year with the 
expectation that the recommendations of the Corps of Engineers in 
its May 1957 report to the Congress would be implemented. These 
called for a minimal increase in cash contribution from 15 to 20 percent 
and elimination of the limit on local contributions. Not even this 
small step toward equity between local and federal costs has been 
taken. 

OTHER ACTIONS AND RECOMMENDATIONS 


Allegheny River Reservoir, Pa.—None of the funds provided for the 
Allegheny River Reservoir project are to be obligated pending de- 
cisions by the Circuit Court of Appeals and the Supreme Court in the 
event that the Seneca Nation of Indians appeals its case to prevent 
construction of the project to the latter. 

Canton, Missouri.—In the Conference Report on the 1958 Appro- 
priation Bill the Corps of Engineers was directed to credit against the 
local cooperation requirements on this project a sum equal to the ex- 
penditures for work contributing to the Federal project which have 
already been made by the City. "This directive was not carried out be- 
cause it was interpreted by the Corps of Engineers to be in conflict 
with the authorizing act. Since both Houses had agreed to the action, 
the Committee has this year inserted language in the bill to accom- 
plish the same purpose. 

Columbia lock and dam, Alabama and Georgia.—Of the amount 
provided for the Fort Gaines lock and dam, $600,000 may be used 


for planning and initiation of construction on the Columbia lock and 
dam. 
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Local Cooperation—The Committee directs the attention of the 
authorizing Committee to the inconsistencies in local contribution 
requirements on flood control and harbor projects throughout the 
country. As examples, attention is directed to such projects as the 
Memphis, Vicksburg, and Baton Rouge Harbors. For the Memphis 
Harbor, local interests are making a direct contribution of only 
$410,000 on an $18,000,000 project. Vicksburg local interests are 
contributing approximately the same amount on a $4,500,000 project. 
At Baton Rouge local interests will contribute $1,500,000 to a 
$3,600,000 project. 

With respect to the Yazoo Basin Flood Control Project for which 
the total cost estimate is $190,000,000 there is no direct contribution 
by the beneficiaries. While it is true in some areas of the project that 
local interests have previously constructed improvements contributing 
to it, maintenance is required on only one portion, the Big Sunflower 
River section for which the total cost is $7,920,000. There is no 
maintenance requirement on any of the remainder of the project. In 
contrast, to this, on the Amite River flood control project, costing a 
total of $4,880,000, the local interests will contribute $1,753,000, or 
approximately 36 percent. In addition, local interests will stand the 
full cost of maintenance of the completed works. 

While local flood protection projects can be well justified on the 
basis of saving lives and protecting property, special privileges for 
some areas over others are difficult to explain. On harbor projects 
the case can always be made that the improvement will serve com- 
merce in the nation generally but it is an absurdity to deny the fact 
that substantial benefits devolve upon the local community. Failure 
to require equitable local contributions on such projects only penalizes 
unfairly those who are willing to help themselves. 

In this same general connection, the Committee has noted the 
evident super-salesmanship on the part of some Corps’ personnel in 
whipping up local enthusiasm for projects which from the standpoint 
of local contribution and other aspects should never be recommended 
favorably to the Congress. The Committee does not regard extra- 
curricular activities of this type as being either in the line of duty or as 
constructive contributions to the execution of the water resources 
program. 

OPERATION AND MAINTENANCE 
Appropriation, 1958___-__- = ee auetthon . $103, 850, 000 
Kistimate, 1959_ ; 4 é bli pete be dite ...-. 100,000, 000 
Recommended, 1959 -_- a SS OL a -.. 108, 170, 000 
Comparison: 
Appropriation, 1958_ eta : _ +4, 320, 000 
Estimate, 1959_ ch oh craapit _...---. +8, 170, 000 


Emergency Funds.—The Committee recommends a total of 
$11,000,000 for emergency flood control activities, an increase of 
$7,000,000 above the budget estimate. An earlier supplemental 
estimate for 1958 in this amount was denied with the instruction that 
the Corps should draw on available funds for emergency activities 
during the remainder of the current fiscal year in accordance with the 
authorization in Public Law 99 for financing such work. As a result 
all available emergency funds have been consumed and approxi- 
mately $5,900,000 has been drawn from other appropriations. The 
amount provided in the bill will permit reimbursement to the appro- 
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priations depleted during the fiscal year and allow a reasonable 
balance in the Emergency Fund for flood fighting activities which 
may be necessary during the fiscal year 1959. 

Deferred Maintenance.—Funds have been included for deferred 
maintenance work on four projects in Michigan, as follows: 
Monroe Harbor ‘ $1, 000, 000 
Clinton River- Lee A ; : 50, 000 


Sangatuck Harbor PW ta A OS PS Ie 250, 000 
Pentwater Harbor-_- ep dices — samen .i end ‘ 100, 000 


Total 4 — eg 1, 400, 000 


Ciwil Defense Actiaittine, -The Committee has deleted $230,000 
programmed for civil defense activities. Of this amount, $100,000 
was an offered reduction at the time of the hearings since it was for 
purposes to be covered in a one-package budget estimate for Civil 
Defense Activities. The remaining $130,000 was programmed for a 
census of terminal facilities described as a specialized activity of the 
Corps of Engineers in contribution to the work of the Office of Defense 
Mobilization. The Committee sees no reason why this request 
should not also be included in the packaged estimate for defense mobi- 
lization activities, and has therefore disallowed this amount also. 

Inadequate Project Maintenance.—In its report on the bill last year 
the Committee called attention to the problem of deficiencies in 
maintenance on already completed projects. There seems to have 
been little improvement in the situation since that time. Nineteen 
projects are still without adequate local maintenance. As may be 
seen on page 34, Part 2, of the hearings, the projects on which local 
interests have failed to live up to their agreement with the Federal 
Government with respect to maintenance are concentrated in seven 
states with thirteen out of the nineteen in the states of Arkansas, 
[llinois and Oregon. The Committee directs that no funds be used 
on any project where local interests are delinquent in their mainte- 
nance commitments. 

GENERAL EXPENSES 
Appropriation, 1958_-___ en ‘ $ 


11, 350, 000 
Estimate, 1959_ - _- 11, 750, 000 
Recommended, 1959- 11, 720, 000 
Comparison: 
Appropriation, 1958_--- — 370, 000 
Estimate, 1959.._____- ; — 30, 000 


In making the reduction below the budget estimate, the Committee 
has eliminated $30,000 which was programmed for administration of 
the Civil Defense activities. The request was withdrawn by the 
Corps since an appropriation for this activity is being requested under 
the packaged estimate for Civil Defense activities. 


FLOOD CONTROL, MISSISSIPPI RIVER AND TRIBUTARIES 


Appropriation, 1958___- $60, 715, 000 
Estimate, 1959_- 67, 000, 000 
Recommended, 1959 67, 25 
Comparison: 

Appropriation, 1958_ 

Estimate, 1959 
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The following tabulation shows each project for which funds are 
recommended for advance engineering and design (planning) and for 
actual construction: 








Projects 
1. General investigations: Allocation 
(a) Examinations and surveys__-------- seeakseanntteetwslt $150, 000 
(b) Collection and study of basic data___.._._...-.----_-- 50, 000 
Subtotal, general investigations. _________________-_- 200, 000 


2. Construction and planning: 


Mississippi River levees___._-..--------.-- ee 


New Madrid floodgate _- ae oe as ea re ee 250, 000 
Channel improvement - wes fn : eee 
Memphis Harbor - - - - - - make : Witt céeds 550, 000 
Vicksburg Harbor-_-_--. pibcacdabiug iw. Joaseag. oat 750, 000 
| Baton Rouge Harbor- -- - Knee ahs eek aelits dere ade ae 250, 000 
Old River control _ - sh sie 5 ear pits oe ae 8, 550, 000 
a St. Francis Basin - - - -- at wecaceraceaeece jee 
Reelfoot Lake _ _- : £2 cet Us ; se tid 40, 000 
Lower Arkansas: North and South Bank_-_-______- dex: 500, 000 
1 | Tensas Basin: 
| § Boeuf and Tensas Rivers, etc ; ea ee 990, 000 
Red River backwater a : 135, 000 
} Yazoo Basin: 
} Sardis Reservoir - =e aig tad oman dead eg 130, 000 
Enid Reservoir- - eae Jinn SES ee ais ee 95, 000 
Arkabutla Reservoir_______- 8 es SS ese 5 60, 000 


Grenada Reservoir-- _- Fe eek etd gone ie 90, 000 
1 Auxiliary channels rea sity TS ~-ULvli. 1) Ste Cte 


Main stem_ ith auth a es ieee 400, 000 
Tributaries. ___- aus es Sa eel o-asew sc oe 175, 000 
Big Sunflower Rive: 2 etc___ in id 925, 000 


Atchafalaya Basin_- --- one Oe ett ase ea 


Lake Pontchartrain ___- i : a3 oat te ty Pl 500, 000 
| 
| Subtotal, construction and planning-- : i . 51, 050, 000 
3. Maintenance_-— 5 ie ; cs ..-.. 16, 000, 000 
Grand total, flood control, eee River and tribu- 
taries eid e oe aattate 67, 250, 000 


The original budest enema for the Mississippi River and Tribu- 
taries was below the 1958 appropriation. The Committee’s rejection 
of that budget and its request for a more realistic program resulted in 
a budget estimate increase of $10,000,000. It is the Committee’s 
opinion that the amount recommended will continue the important 
work under this heading at a reasonably efficient and economical rate. 
The Committee has added $250,000 to initiate construction on the 
New Madrid Floodgate in Missouri. 


UNITED STATES SECTION, SAINT LAWRENCE RIVER JOINT BOARD OF 


ENGINEERS 
Appropriation, 1958_ ' ‘ es ... $125, 000 
Estimate, 1959____---- : rishi laid: Se SS 100, 000 
Recommended, 1959-_ - os 100, 000 
Comparison: 
Appropri: ition, 1958_- : 33 — 25, 000 
Estimate, 1959_ ; icine iepisn nit mediate Lwet.2 Bless ‘ 0 


All expenditures under this appropriations are velinilimesad to the 
Treasury by the Power Authority of the State of New York. 











14 PUBLIC WORKS APPROPRIATIONS, 1959 
DEPARTMENT OF THE INTERIOR 
3UREAU OF RECLAMATION 


GENERAL INVESTIGATIONS 


Appropriation, 1958 w/a a cn agian Cadets vidinre $5, 932, 000 
Estimate, 1959__ ; geht eo et Be Ne Gia Sarge: drat Aiea 4, 752, 000 
Recommended, 1959 __- ; pees we 4, 365, 474 
Comparison: 

Appropriation, 1958 eA : —1, 566, 526 


Estimate, 1959 2 ee oe eee — 386, 526 


In making reductions * ow the budget estimate in this item the 
Committee has eliminated $196,526 which was programmed for inves- 
tigation of the Pleasant Valley site on the Snake River. The only 
feasible storage project which could be built at this site would flood 
out the Hells Canyon site already licensed to the Idaho Power Com- 
pany for construction of a hydro-electric plant. In addition, the 
Federal Power Commission has found that any combination of proje cts 
in this region of the Snake River which does not include the Nez Perce 
Dam, downstream from the Pleasant Valley site, would be less feasible 
than a plan which does include the Nez Perce site. Should the Nez 
Perce Dam be constructed it would flood out the Pleasant Valley site. 
The Committee refused to permit investigations at the Pleasant Valley 
site during the fiscal year 1958 and has been offered no evidence which 
would indicate that this position should be altered. 

A further reduction of $250,000 has been made to compensate for 
additional unobligated balances which the Bureau currently estimates 
will be available on June 30, 1958. 

The Committee has included $60,000 for advance planning on the 
Greater Wenatchee project in Washington. 


CONSTRUCTION AND REHARILITATION 


Appropriation, 1958 : ao $126, 736, 225 
Estimate, 1959______- ree sds ; 140, 010, 000 
Recommended, 1959_- 138, 986, 141 
Comparison: 
Appropriation, 1958__ : +- 12, 249, 918 
Estimate, 1959 : eee 1, 023, 859 


The funds recommended for the projects and activities covered by 
this appropriation are distributed as follows: 
State and project 
California: 


Central Valley project: Allocation 
Less Trinity River division eee , i $674, 240 
aeanity Maver division... .. 2. .c..~6csccc asc. ae 41, 472, 901 
Santa Maria project- : Meat pee chad 1, 629, 000 
Solano project__-__-_---- PATEL. aweaese 1, 081, 000 
Ventura River project Ee oe eee ae 10, 058, 000 
Colorado: Collbran project ‘ ; ee ; 4, 618, 000 
Idaho: 
Little Wood River project- 7 1, 000, 000 
Palisades reregulating dam and power plant (Burns ( ‘reek) >» 500, 000 
Montana-North Dakota: Fort Peck project--_- -- xin ta 2, 000, 000 
New Mexico: Middle Rio Grande project-- ae ; 3, 628, 000 
Oklahoma: Washita Basin project ese 6, 500, 000 
Oregon: 
Crooked River project 1, 000, 000 
Rogue River project, Talent division 9, 500, 000 


Wapinitia project, Juniper division ____ - , i 95, 000 
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Slate and project Allocation 
Utah: Weber Basin project___...._._.------- $5, 273, 000 


Washington: Columbia Basin project... a .. 10, 000, 000 
Wyoming: 





Eden project___—_-_-- botitddee UB. 615, 000 
Shoshone project _ --_---.------- ous 501, 000 
Drainage and minor construction_________- 2, 564, 000 
Rehabilitation and betterment of existing projec ts 2, 603, 000 
Subtotal (exclusive of MRB)_____-_-__- ‘ Ju 105, 312, 141 
Missouri River Basin project: 
Ainsworth unit, Nebraska_ 1, 100, 000 
Bostwick division, Nebraska-Kansas____- 1, 790, 000 
Farwell unit, Nebraska (-elouiiiics Li 750, 000 
Frenchman-Cambridge division, Nebraska____- r 2, 300, 000 
CUgsiid Wii... W YROMIOE 5... occa soo duao tn ; 11, 000, 000 
Helena Valley unit, Montana__ ’ 2, 538, 000 


Owl Creek unit, Wyoming 
Transmission division 


el) ee 1, 192, 000 
at wie 9, 988, 000 


Webster unit, Kansas__-__- 7 1, 218, 000 
Drainage and minor cons struction... ___ 560, 000 
Investigations set dee copied te tae ke ae 2, 000, 000 
Other Department of the Interior ‘age ncies___ 2, 238, 000 
Subtotal, Missouri River Basin_--_------ ; 36, 674, 000 
Grand total, construction and rehabilitation _ _ - “141, 986, 141 


Less slippage_______- ees 8 __ —3, 000, 000 


Total appropriation _- a 138, 986, 141 


UNBUDGETED PROJECTS 


The Committee has included funds for three unbudgeted projects 
Ainsworth, Farwell, and the Palisades Reregulating Dam and Power 
Plant (Burns Creek). As authorization for the latter is pending, 
language has been inserted in the bill to preclude the use of funds until 
authorized. 


REDUCTIONS IN BUDGET ESTIMATES 


Central Valley Project—Funds programmed for the Corning Canal 
in the amount of $877,000 and the funds programmed for the Stone 
Corral and Teapot Dome Irrigation Districts, totalling $234,859 have 
been deleted. The question of the 160-acre limitation contained in 
repayment contracts on irrigation projects as required by the Reclama- 
tion Laws, is pending before the Supreme Court. The Bureau of 
Reclamation lacks authority to execute contracts without this limita- 
tation, which the Supreme Court of the State of California has ruled 
to be unconstitutional. Consequently, funds will not be needed for 
the Corning Canal or the two irrigation districts named until all legal 
questions are settled with respect to this feature in the repayment 
contracts. Should a U. S. Supreme Court decision on the question, 
now pending before it, be forthcoming which settles the question in 
such a manner as to permit the Secretary of the Interior to proceed 
with the execution and implementation of repayment contracts, the 
use of unobligated balances for construction work on the three units 
named, up to the amount of the budget estimates, is approved. 

Frenchman-Cambridge Project, Culbertson System.—The Committee 
has disallowed $1,500,000 which is programmed for the Culbertson 
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Distribution System on the Frenchman-Cambridge project. Liti- 
gation before the Supreme Court of the State of Nebraska concerning 
water rights is delaying the execution of a repayment contract on this 
portion of the project. Until this question is settled funds for con- 
struction will not be needed. Should the legal questions be decided 
in such a manner as to permit the execution and implementation of 
a repayment contract, unobligated balances up to the amount of the 
budget estimate may be used to undertake construction. 

Crooked River Project.—In addition to the $1,000,000 programmed 
for this project the Committee authorizes the use of $750,000 of 
available carry-over funds with the understanding that the usual 
policy with respect to repayment contracts well be enforced. Since 
the time of the hearings, a principal repayment contract covering 
80 percent of the acres involved has been executed and a secondary 
contract to cover the non-district lands is expected to be executed 
before the end of the current fiscal year. 

Missouri Basin Project, Other Department of Interior Agencies.—The 
budget contemplates a reduction of approximately one-third in the 
funds available for the general investigations program of the Bureau of 
Reclamation in the Missouri River Basin. In connection with these 
investigations it has been the general practice to appropriate funds 
for transfer to other Interior Department agencies for supporting 
work, and it has been the Committee’s understanding that the 
budgets have always contemplated a balanced program which would 
keep the supplementary work of the other agencies abreast of the 
investigations undertaken by the Bureau. Since the Bureau’s own 
investigations program has been reduced by one-third the Committee 
feels it appropriate to reduce proportionately the amounts to the 
contributing agencies. These reductions are distributed as follows: 


Fish and Wildlife Service . $80, 000 
Geological Survey_--- 574, 000 
Land Management-.- : 74, 000 
Bureau of Mines-_-_-- 34, 000 

Total . $762, 000 


REPAYMENT CONTRACTS 


The Committee desires to reiterate its previous directive that no 
new contracts for construction of strictly irrigation features on any 
reclamation project shall be entered into where a repayment contract 
is required, until such repayment contract has been executed. Where 
validation of a repayment contract is required by State or local juris- 
dictions, construction is not to be undertaken until such validation 
is accomplished. The only exception to the stated policy will be for 
those projects involving public domain lands. 


OPERATION AND MAINTENANCE 
Boerne, 19G8..0 65k «Seva siniwecatsnad ee pee 
URETIIEE MOU a ae i iid i a ge ... 24, 500, 000 
Recommended, 1959- Bas cs oe cae oa mean eome Ree ee 27, 500, 000 
Comparison: 
BERINN, WOO. eo oo CceueSe ed 26a eee abba — 500, 000 
Estimate 1959 __ as m3 0 
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The reduction below the appropriation for 1958 is possible because 
of an estimated decrease in the amount of energy which will be 
purchased to firm up hydro-power in the Bureau of Reclamation 
multi-purpose projects, and because of additional advances from 
irrigation districts for use in operation and maintenance of irrigation 
distribution systems.” 

LOAN PROGRAM 


ABIOREOIG, 19002. oo0 2. 32 Sas aaa ewes ated oa ate 0 
Estimate, 1959__-_-.---- pea adwea ae dee IS cat $25, 200, 000 
FO OUIIEROEE BOO g 5 on sn Bien ee erie aes ae ee _ 4, 800, 000 
Comparison: 

mera: TORS noes dace en eee _.... +4, 800, 000 


PMNS, SITs iiss = csindaweiaactenn dees — 20, 400, 000 


The funds requested under the loan program are for the purpose 
of implementing the provisions of Public Law 984 of the 84th Con- 
gress, authorizing loans for the construction of small irrigation proj- 
ects, and Public Law 130 of the 84th Congress which provides for 
loans for the construction of new distribution systems on Federal 
tn gga Of the total requested $10,500,000 was programmed as a 
ump sum for ‘additional small projects and distribution system 
loans” not specified in the justifications supporting the budget esti- 
mate. This amount has been disallowed since the Committee does 
not expect to provide a blank check for projects in this program 
prior to review by the Congress. 

The remaining portion of funds were allocated in the justifications 
to specific project loan applications under Public Law 984. Under 
the provisions of this law, a project loan is not authorized until after 
the loan application has been recommended to the legislative com- 
mittee and has been either acted on favorably or been before that 
Committee for sixty days without an adverse resolution. The appli- 
cation of the Cameron County Water Control and Improvement Dis- 
trict in Texas is the only one programmed which has met this require- 
ment and the Committee has allowed $4,600,000 for implementing the 
loan. The Committee does not intend to recommend money for any 
of the loan agreements under this program that have not met require- 
ments set out in the law. Neither does it intend to waive its pre- 
rogative of reviewing individual proposals before funding them. 

The Committee has allowed the estimate of $200,000 for adminis- 
tration of the loan program. 


GENERAL ADMINISTRATIVE EXPENSES 


peaprintion. 16GB... <4. dsc aaa ceeds tenes somwins $4, 164, 000 
Estimate, 1959__- 


«Zo pl 6x ons ip te plea tg ead een ae Se ek ene 4, 164, 000 
FROUCMIROIEOU. LOOG oon cineca daaacunmanona ee ame aakioaon 3, 914, 000 
Comparison: 
Beptonmiation.. 1908... ca. keen i eee ee — 250, 000 
TN: TOO. 6a os inn cnn a knns 4bentii alae ea, Aaedeae — 250, 000 


The Committee received testimony at the time of the hearings 
indicating that the Bureau has currently under review the possibility 
of consolidating certain of the regional offices where workloads have 
declined. The Committee has for some time been of the opinion that 
such a review is needed and would result in savings. Under any 
circumstances it appears that the reduction of $250,000 can be 
accomplished without disrupting the program. 
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In addition to the direct appropriation under this heading the 
Bureau has programmed transfers totalling $5,653,065 from project 
allotments to support the administrative functions in the regional 
offices. No more than this proposed amount is to be transferred in 
the fiscal year 1959 to these offices. The reduction of $250,000 which 
the Committee has made in the direct appropriation represents only 
a 3% cut in the total funds programmed for the regional offices. 


UPPER COLORADO RIVER BASIN FUND 


UIIIIR SEIN BUI ie oh ahah ce hes aes ue ee wet ae $35, 142, 000 
SRT MND Go saci cc oe aes Mae eee 67, 475, 000 
ENE? BONUS oh hoc uoewcsaceka a eeeebetue wees 66, 173, 585 
Comparison: 
DREN AUN co ona. Se ke eae mace nae ae wae ete +31, 031, 585 
MMUMEMNG EMOO. 2 2s 5 2 ooc. och weca nce dee Deena ned —1, 301, 415 


The funds recommended for the projects and activities covered by 
this appropriation are distributed as follows: 


UNNI ORIN AERED OR IOMND 35 oe Cee beeas sane et $10, 098, 335 
Glen Canyon unit, Arizona-Utah Bs cate ee a seers Nice eras oes 48, 100, 250 
Navajo unit, New Mexico__-__.--_.----_-- Ph Lig RR 7, 000, 000 
Transmission division __-___- aPey ee Pe eee Oa ene | Oe Bp ee ss enphsteea 205, 000 


Advance planning--_-_------ Dees Juanma cevec oe 770, 000 


Total, upper Colorado River Basin fund___.-_.--...-----_- 66, 173, 585 


A very careful analysis of the town-site and service facility proposals 
for the Glen Canyon and Flaming Gorge projects undertaken by the 
Committee during the hearing process, clearly revealed that the 
Bureau had given its town planners and architects a field day. In 
addition, a lack of firm and careful planning for the proposed town- 
sites has been evident in estimates before the Committee during the 
past twelve months. For example, in the 1958 budget the total 
estimated cost for town-site facilities at Glen Canyon was $9,011,000. 
When the Committee considered the supplemental estimate for this 
project at the beginning of this session, the estimate for town-site 
facilities was $20,000,000. For the purposes of the regular budget 
for 1959, the estimate was reduced to $16,000,000. It was discovered 
during the course of the hearing that $3,994,000 of this was for tem- 
porary housing which the contractor can be reasonably expected to 
provide. As a result, the Committee has directed the Bureau to 
hold the total cost of town-site and service facilities at Glen Canyon 
to $12,000,000 and has similarly placed a ceiling of $5,000,000 on the 
facilities for the Flaming Gorge unit. Based on these total cost 
limitations, the Bureau offered reductions of $740,000 and $401,665 
respectively in the budget estimates for the two projects for the fiscal 
year 1959. 

The additional reduction of $159,750 in the estimate for the Glen 
Canyon project represents deletion of the funds for one aircraft. 
The Bureau offered testimony to the effect that this aircraft may not 
be needed because of the likelihood of commercial service developing 
at the Glen Canyon Dam site. 
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BoNNEVILLE PowEerR ADMINISTRATION 


CONSTRUCTION 
Appropriation: 1008 x6i.<o.oos sn cco cc chncenngeabawcusnnees $22, 038, 000 
AOARG.. Piss ode cn db aclandndnbwawside abe 21, 000, 000 
Recommended, PONG pnd cuceuaiwesadens cakoR eure 20, 934, 000 
Comparison: 
APPTODTAUON. LO0G s6 oes nesn cance teseunenee ee —1, 104, 000 
Beptimnté; 1960. i uc on cn cacaewtsinceccucoueunenduaas cee — 66, 000 


The Committee has deleted $66,000 which was programmed for the 
Lakeside Substation, since the Department has advised that it will 
not be needed. 

Subsequent to the hearings on the Bonneville Power Administration 
program, the Corps of Engineers revised its construction schedules in 
response to a request of the Committee for a more realistic program. 
The revised schedules include a speed-up in construction of the Ice 
Harbor Dam, making necessary earlier construction of the Ice Harbor- 
Franklin Transmission line than was contemplated. The Bonneville 
Power Administration is authorized to use $20,000 of available funds 
for planning of this facility. 


OPERATION AND MAINTENANCE 


RIRROCTERIOE, SO0Gs andes a aio mien aoe aa ee $8, 630, 000 
Katimate, 1080... oo5 accuses. cee. eee Se 9, 170, 000 
Recommended, 1959 Lg mao 6 hn nal‘ al al eG ce cal a 9, 170, 000 
Comparison: 
MVpPORNaGOM, TORS. oe cnc wand downs neue eae aaa +540, 000 
Petite: 1OOU in erin cca Stroke maces tailetases eae ene tos 0 


The increase above the 1958 appropriation will provide for addi- 
tional workload created by new lines and facilities coming into the 
operation and maintenance stage, and for salary and wage scale 
increases. 

Revenues of the Bonneville Power Administration are estimated at 
$80,000,000 for fiscal year 1959. 


OFFICE OF THE SECRETARY 
SOUTHEASTERN PoWER ADMINISTRATION 


OPERATION AND MAINTENANCE 


Anpronfiation, 1906. s0.csasunndwissdsdesndenkdeebbanasun $1, 939, 000 
PGtriete: TOGO bs 2s oo niacin Seeks kalen eae ad 735, 000 
Recommended, 1959___.------ st snc wane bela oe age sea ee 735, 000 
Comparison: 
Approprimtion, 1958. 5.05. head. alee eee eee —1, 204, 000 
Budect, 1060.5 des sivcckhshewe she chien eee 0 


The reduction in appropriation level under this heading results 
from the implementation of a system of net billing between the 
Government and its customers under power exchange contracts. 
Heretofore, all firming energy purchased by the Federal Government 
was paid for through this appropriation. Under the revised system 
the Government will pay only the net difference between the cost of 
power delivered to it and the cost of power which it delivers to the 
customer. 

Revenues of the Southeastern Power Administration are estimated 
to be $19,400,000 for fiscal year 1959. 








20 PUBLIC WORKS APPROPRIATIONS, 1959 


SOUTHWESTERN Power ADMINISTRATION 


OPERATION AND MAINTENANCE 


Appropriation, 1958__...-..--.-- Dent. ee oe eee se ee Bee $1, 000, 000 
Estimate, 1959_......-...- seecee peace ace Se ete 3 sagas ae 975, 000 
MNIINEOG. 2000s 5 coca ccnssncccucsecas- $2255 See See 975, 000 
Comparison: 
DEEnN 8 OUes 2. Sood es os bh cascdaxioeee so a cncneeees — 25, 000 
penne 1000 = a55 cen tescesudssenceseteeecccssscecuees 0 


The reduction below the 1958 estimate is made possible by adjust- 
ments in the maintenance program of the Administration. 

Revenues of the Southwestern Power Administration are estimated 
at $7,520,000 for fiscal year 1959. 


CONTINUING FUND 


rn PG 4) koe ma eee aaa nos keascu sass aula $5, 000, 000 
TN I hog ee cc eee ee ty pers aoeuce wou ... 4, 405, 000 
PIERCE. “TOOO | oo Seco eens Se a wack. canta eats 4, 405, 000 
Comparison: 
PENNE COC a oo as cod ee Ke eke Rha ae era — 595, 000 
TN NNW is si coin dhs wii a ge Reaee a Br eer tor ers <e aati 0 


The funds made available under this heading are an appropriation 
of receipts from the sale of power and energy and do not represent an 
appropriation of new funds from the Treasury. 


GENERAL PROVISIONS 


Language has been included in the bill to prevent the transfer of 
funds available to the Southwestern Power Administration to any 
other agency except for services rendered pursuant to law to the 
Southwestern Power Administration. 


TENNESSEE VALLEY AUTHORITY 


PAYMENT TO THE TENNESSEE VALLEY AUTHORITY FUND 


DIR SG Othe s - ob eon Some dwn geqeeeheueen se retin caus Gearon OOo 
MRINNE, SNe sn mene saa saat Wied oe ra pcan Sy Tey 16, 850, 000 
IEE UD a on ch enlarged aR een eS 16, 850, 000 
Comparison: 
Appropriation, 1958___-- awahineidebcasne see ees +3, 533, 000 
DENI RGNOR oo 2 ith ie ee ai See oe oat lite 0 


While the direct appropriation to the Tennessee Valley Authority 
for 1959 is an increase above the 1958 appropriation, the amount of 
appropriated funds which will be applied to the program in 1959 is 
considerably less than the amount of such funds which were applied 
during fiscal year 1958. The total appropriated funds applied in 1958 
amounted to $38,795,799 consisting of the direct appropriation of 
$13,317,000 plus carry-over balances. The total of appropriated funds 
which will be available to the Authority in fiscal year 1959 consist of 
$16,850,000 and an estimated $2,207,000 of unobligated carry-over 
for a total program of $19,057,000. 

It is the Committee’s opinion that the obligation program sub- 
mitted in the budget justifications, totaling $271,643,000, of directly 
appropriated and corporate funds, as compared with $312,264,799 for 
fiscal year 1958 represents a well-balanced and reasonable program for 
the Authority in the coming fiscal year. 
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LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
earried in connection with any appropriation bill are recommended: 


On page 3, in connection with General Investigations, Rivers and 
Harbors and Flood Control: 


Provided, That, no part of the funds herein appropriated shall 
be used for the survey of Carter Lake, Iowa, until it is authorized, 


On page 4, in connection with Construction General, Rivers and 
Harbors and Flood Control: 


Not authorized by law or 


~ 


On page 5, in connection with Construction General, Rivers and 
Harbors and Flood Control: 


Provided further, That there shall be credited against the local 
contribution requirement on the Canton, Missouri, project a sum 
equal to the total cost of the improvements contributing to the 
project which have already been constructed by the city of Canton: 


On page 10, in connection with Construction and Rehabilitation, 
Bureau of Reclamation: 


Provided further, That no part of the funds herein appropriated 
shall be used for the Palisades Reregulating Dam and Power 
Plant (Burns Creek, Idaho) project until it 1s authorized. 


On page 11, in connection with Loan Program Bureau of Reclama- 
tion: 
Provided, That the unexpended balance on June 30, 1958, of 
sums heretofore appropriated for the foregoing purposes under 
the head ‘‘Construction and rehabilitation”’ shall be merged with 
this appropriation. 


On page 18, in connection with General Provisions, Department of 
the Interior: 


Sec. 205. No part of any funds made available by this Act to 
the Southwestern Power Administration may be made available 
to any other agency, bureau, or office for any purposes other 
than for services rendered pursuant to law to the Southwestern 
Power Administration. 
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S51tH CONGRESS HOUSE OF REPRESENTATIVES REpPortT 
2d Session No. 1865 


DISPOSITION OF SUNDRY PAPERS 


JuNE 9, 1958.—Ordered to be printed READING ROOM 


Mrs. GreEN of Oregon, from the Joint Committee on Disposition of 
Executive Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 58-14, dated May 23, 1958, to the 
85th Congress, 2d session, submitting the following lists or schedules 
covering records proposed for disposal by the Government agencies 
indicated: 


Tob No. Agency by which submitted Job No. Agency by which submitted 


2609_._| General Services Administration. 
2610 Do. 

2618. Do. 

2630 Veterans’ Administration 

2637 Do. 

2645.._| General Services Administration. 
2646 Do. 

2650. Veterans’ Administration. 

2756 Department of the Navy. 

2759...| Department of the Treasury. 
2762 Veterans’ Administration. 
2765_._.| General Services Administration. 


— 


2778...| Department of the Air Force. 


2780...| Department of the Army. 
2782 Department of the Air Force. 
2783. . Do. 

2784 Department of Agriculture. 
2785...| Department of the Air Force. 
ZTR6 Do. 

2787 Do. 

2788 Department of Agriculture. 
2789_..| Department of State. 

2790_..| Department of the Air Force 
2791_..| Department of Defense. 

2794 Department of Justice. 

2795. . Do. 


ZZAZALALMAA AAA 
LALALALAL AAAS, 
ZZAEAELALARAAe 
ZLAZALAAAAAALAA 
PPP ee Pr re PP Pe 


| 
| 
| 
} 
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DISPOSITION OF SUNDRY PAPERS 


Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the denied of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient piminiaabativs, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be ace omplished subject to the proviso of section 
6 and the provisions of section 9 of the aforementioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives. 
EpITH GREEN, 
Rosert J. Cornerr, 
Members on the Part of the House. 


Ouin D. JOHNSTON, 
FRANK CARLSON, 
Members on the Part of the Senate. 


~~ 
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MAIN 
REANING ROOM 


PROVIDING THAT THE DATES FOR SUBMISSION OF PLAN FOR 
FUTURE CONTROL OF PROPERTY AND TRANSFER OF THE 
TRUST PROPERTY OF THE MENOMINEE TRIBE SHALL BE 
DELAYED 


June 10, 1958.—Ordered to be printed 


Mr. Hatey, from the committee of conference, submitted the following 


CONFERENCE REPORT 


[To accompany H. R. 6322 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 6322) to 
provide that the dates for submission of plan for future control of 
property and transfer of the trust property of the Menominee Tribe 
shall be delayed, having met, after full and free conference, have 
agreed to recommend and do recommend to their respective Houses 
as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with a further amendment as 
follows: 

On page 2, line 2, strike out ‘‘December 31, 1958,” and insert in 
lieu thereof February 1, 1959, 

On page 2, line 10, strike out “there is hereby authorized to be 
appropriated out of any money in the Treasury not otherwise appro- 
priated, an amount equal to one-half of such expenditures from tribal 
funds, or the sum of $275,000, whichever is the lesser amount.’’ and 
insert in lieu thereof there is hereby authorized to be appropriated out 
of any money in the Treasury not otherwise appropriated, an amount 
equal to all of such expenditures incurred prior to the date this sentence 
becomes effective, plus one-half of such expenditures incurred thereafter, 
or the sum of $275,000, whichever is the lesser amount. 

On page 2, line 17, strike out “December 31, 1958,’’ and insert in 
lieu thereof February 1, 1959, 





DELAY PLAN FOR PROPERTY OF MENOMINEE TRIBE 


On page 3, lines 10 and 11, strike out “December,31, 1958,” and 
insert in lieu thereof February fi 1959, + Oe 
And the Senate agree to the same. 
James A. Hatey, 
Cian ENGLE, 
Wayne N. ASPINALL, 
A. L. MIumr, 
E. Y. Berry, 
Managers on the Part of the House. 


‘ae 


Ricuarp L. NEuBERGER, 

FRANK CHURCH 

Artur V. WATKINS, 
Managers on the Part of the Senate. 





DEPOSITED BY THE 
UNITED STATES OF AMERICA 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSD 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 6322) to provide that the dates for submission of a 
plan for future control of property of the Menominee Tribe shall be 
delayed, submit the following statement in explanation of the effect 
of the language agreed upon and recommended in the accompanying 
conference report: 

The language agreed upon by the conference committee and recom- 
mended for favorable action by the House is identical to that contained 
in H. R. 6322, as amended in the Senate, with three exceptions. 

H. R. 6322, as reported by the Senate, provided that the tribe, with 
assistance from management specialists, tax consultants and others, 
would prepare and complete reports on the Menominee resources and 
industrial programs to be pursued following the termination of Fed- 
eral supervision not later than December 31, 1958. The conferees 
agreed to extend this submission date to February 1, 1959. H. R. 
6322, as reported by the Senate, also provided that said reports would 
be submitted to the Secretary of the Interior as soon as possible and 
in no event later than December 31, 1958. The conferees extended 


the submission date of this report to February 1, 1959. 
H. R. 6322, as reported by the House, provided that on June 30, 
i 


1961, the responsibility of the United States to furnish supervision 
and services to the tribe would cease. In this respect the House 
conferees conceded to the Senate conferees and accepted December 31, 
1960, as the date for final termination of Federal services. 

Finally the conferees arrived at a compromise in respect to the 
reimbursement to the tribe for expenses incurred in carrying out 
the provisions of the Menominee Termination Act of June 17, 1954. 
Under the language recommended by the conferees appropriation of a 
sum sufficient to pay all expenditures for the termination program from 
1954 until the act becomes effective will be authorized. An appropria- 
tion will also be authorized to reimburse the Menominees in the amount 
of $275,000 or one-half of any expenditures made after the date of the 
act and before December 31, 1960, whichever is less. 

The conferees strongly urge that all agencies and individuals 
concerned with the Menominee termination program recognize the 
importance of fulfilling their obligations as expeditiously as possible. 
They would look with disfavor on further requests to delay the 
implementation of the Menominee Termination Act of June 17, 1954. 

James A. HA.ey, 
Ciair ENGLE, 
Wayne N. ASPINALL, 
A. L. MILurr, 
E. Y. Berry, 
Managers on the Part of the House. 
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READING ROOM 


EXTENDING THE LIFE OF THE ALASKA INTERNATIONAL 
RAIL AND HIGHWAY COMMISSION AND INCREASING 
ITS AUTHORIZATION 


June 10, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. O’Brien of New York, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


{To accompany H, R. 9856] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 9856) to extend the life of the Alaska Inter- 
national Rail and Highway Commission, and to increase its author- 
ization, having considered the same, report favorably thereon with 
an amendment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 


Strike out all after the enacting clause and insert in lieu thereof 
the following: 


That (a) section 3 of the Act entitled ‘‘An Act to establish an Alaska International 
Rail and Highway Commission’, approved August 1, 1956 (70 Stat. 888; 48 
U. 8. C. 338), as amended, is amended to read as follows: ‘‘The Commission is 
authorized to cooperate with the officials of the Dominion of Canada and of the 
Provinces of British Columbia and Alberta and with any commission or similar 
body appointed for such purpose by the Dominion of C anada or the Provinces of 
British Columbia or Alberta. The Secretary of State shall, at the request of the 
Commission, arrange for meetings with such officials and with such commissions 
or similar bodies of the Dominion of Canada or the Provinces of British Columbia 
and Alberta.” 

(b) Section 7 of such Act is amended by striking out “‘not later than two years 
after the date of enactment of this Act’ and inserting in lieu thereof ‘‘at the earliest 
practicable time, but in no event later than February 1, 1960’. Section 7 is 
further amended by striking out the last sentence thereof which reads as follows: 
‘“‘The Commission shall cease to exist, and all authority conferred by this Act 
shall terminate, thirty days after the date of submission of the final report.’’ and 
inserting in lieu thereof: ‘‘The Commission shall cease to exist for all intents and 
purposes, and all authority conferred by this Act shall and does terminate thirty 
days after the date of the submission of the final report or on March 1, 1960, 
whichever date occurs first.” 

(c) Section 8 of such Act is amended by striking out “$75,000” and inserting 
in lieu thereof ‘‘$300,000”’. 


20006 








2 ALASKA INTERNATIONAL RAIL AND HIGHWAY COMMISSION 


The purpose of H. R. 9856, as amended, introduced by Delegate 
Bartlett, is to give the Alaska International Rail and Highway Com- 
mission until February 1, 1960, to complete its report and to increase 
its authorized appropriations to $300,000. 

The Alaska International Rail and Highway Commission was 
created pursuant to the act of August 1, 1956 (48 U.S. C. 338). The 
function of the Commission is to investigate and report upon both the 
engineering and the economic factors involved in possible rail and 
highway connections between Alaska and the United States. The 
original act authorized an appropriation of not to exceed $75,000 and 
provided that the study should be completed by August 1, 1958. 

Following preliminary studies and hearings the Commission de- 
termined that additional time and money would be required in order 
to complete the task it had been assigned. The Commission plans 
to employ a competent research firm to conduct the field survey and 
to prepare the feasibility reports. 

As introduced, H. R. 9856 would have extended the reporting date 
to August 1, 1960, and would have increased the authorization to 
$387,500. Committee amendments substitute February 1, 1960, for 
the reporting date and $300,000 for the amount authorized to be 
appropriated. 

In addition, the committee recommends an amendment adding the 
Province of Alberta to section 3 of the act of August 1, 1956; this 
section provides for cooperation by the Commission with the Dominion 
of Canada and the Province of British Columbia. The committee also 
recommends an amendment to section 7 of the original act to provide 
that the Commission shall cease to exist on March 1, 1960, or 30 days 
after submission of its report, whichever comes first. 

Companion bills introduced by Representative O’Brien of New 
York, Representative Sisk, and Representative Mack of Washington 
were considered concurrently with H. R. 9856. 

Favorable reports from the Alaska Rail and Highway Commission 
and the Departments of Interior, Defense, Commerce, and State are 
as follows: 


ALASKA INTERNATIONAL RAIL AND 
HicgHway Commission, 
Washington, D. C., March 24, 1958. 
Hon. Cuarr ENGLE, 
Chairman, House Committee on Interior and Insular Affairs, 
Washington, D. C. 

Dear Mr. CuarrMan: This is in reply to your request of January 
14, 1958, for the views of this Commission with respect to H. R. 9874, 
H. R. 9868, H. R. 9865, and H. R. 9856, identical bills to extend the 
life of the Alaska International Rail and Highway Commission and 
to increase its authorization. 

These identical bills would amend the act of August 1, 1956, as 
amended (48 U. S. C. 338), establishing this Commission, providing 
that it report to the Congress within 2 years after the passage of the 
act, and authorizing the appropriation of not in excess of $75,000 to 
enable the Commission to perform its duties. 'The amendments would 
extend the life of the Commission to August 1, 1960, and increase the 
amount authorized to be appropriated to $387,500. 

This Commission urges the enactment of any one of these bills if 
amended as hereinafter suggested. 
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Appointment of the members of the Commission was delayed until 
late in the 1st session of the 85th Congress, and the initial meeting of 
the Commission was not held until July 30, 1957. The time available 
to the Commission, therefore, to make its study and to make a final 
report to the Congress is less than 1 year. It is obvious that the Con- 
gress contemplated that a minimum of 2 years would be required for 
the Commission to make its study for the purpose of determining the 
economic and military advantages of additional transportation facil- 
ities between the United States and Alaska. 

Unlike previous commissions, this Commission is required by the 
act of August 1, 1956, to include in its final report estimates of the 
economic benefits to the United States, Canada and Alaska resulting 
from additional highway and rail transportation facilities. The Com- 
mission has determined to maintain a small administrative staff and 
to contract for the services of a research organization to conduct an 
economic and engineering study. It is contemplated that a project 
of this scope and magnitude will require a minimum of 18 months for 
completion. It is also contemplated that funds in the amount of 
approximately $400,000 will be required for payment of research fees, 
staff salaries, administrative expenses, and reimbursement of me smbers 
and staff for travel and subsistence authorized by the act. 

In this connection, it has been determined that the Commission 
may not be authorized by the act of August 1, 1956, to contract for 
services of experts and consultants in the manner prescribed by sec- 
tion 15 of the act of August 2, 1946 (60 Stat. 806, 810). It appears 
that it has been the practice of the Congress to confer authority under 
section 15 by the use of specific language. Since it is the intention 
of the Commission to contract for services to conduct economic studies 
and since section 4 (a) of the act of August 1, 1956, authorizes the 
Commission to employ and fix the compensation of such experts, con- 
sultants and other employees as it deems necessary for carrying out 
its duties under the act, it is suggested that the following subsection 
be added to whichever bill is favorably considered by your committee. 

“(e) Section 4 (a) of such Act is further amended by adding to the 
end thereof the following sentence: ‘Appropriations under this Act 
available for salaries and expenses shall be available for services as 
authorized by section 15 of the Act of August 2, 1946 (5 U.S. C. 
55a): Provided, however, That contracts for services to conduct eco- 
nomic and engineering studies may be for not in excess of 18 months.’ ”’ 

The Commission at its business meeting in Washington, D. C., on 
February 4, 1958, approved this report by motion duly made, seconded 
and carried by a unanimous vote. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 
Sincerely yours, 
Louis S. Roruscuiip, Chairman. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 21, 1958. 
Hon. Ciarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enate: This is in reply to your requests for the views 
of this Department on H. R. 9856, H. R. 9865, H. R. 9868, and 
H. R. 9874, identical bills to extend the life of the Alaska International 
Rail and Highway Commission and to increase its authorization. 

We recommend the enactment of either of these bills. 

These bills would extend for a 2-year period the life of the Alaska 
International Rail and Highway Commission, and would increase the 
total authorization for appropriations to the figure of $387,500. 

The Alaska International Rail and Highway Commission was 
cre - d pursuant to the act of August 1, 1956, as amended (48 U.S.C. 

38), which enactment the Department supported. The function of 
the © ommission is to investigate and report upon both the engineer- 
ing and the economic factors involved in possible rail and/or highway 
connections between Alaska and the United States, particularly the 
Pacific Northwest. The original act authorized an appropriation of 
not to exceed $75,000, and provided that the study would be com- 
pleted within 2 years from the date of enactment. 

On the basis of its investigations to date, the Commission has deter- 
mined that neither the original time nor authorization will be ade- 
quate. It is planned to contract for an economic and engineering 
study which alone will consume more than the entire original authori- 
zation. If the job is to be done effectively, we believe it essential 
that the Commission be granted the additional funds and time re- 
quested in the subject bills. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


DrPARTMENT OF THE ARMY, 
Washington, D. C., February 3, 1958. 
Hon. Ciarr ENGLE, 

Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Drar Mr. CuHatrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense on 
H. R. 9856, 9865 5, 9868, and 9874, 85th Congress, identical bills, to 
extend the life of the Alaska International Rail and Highway Com- 
mission and to increase its authorization. The Secretary of Defense 
has delegated to the Department of the Army the responsibility for 
expressing the views of the Department of Defense thereon. 

The purpose of H. R. 9856, 9865, 9868, and 9874 is as stated in their 
respective titles. The act of August 1, 1956, under which the Alaska 
International Rail and Highway Commission was established, (a) pro- 
vided that the Commission submit its final report and recommenda- 
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tions by August 1, 1958, and that the Commission would expire 30 
days thereafter, and (b) authorized the appropriation of not in excess 
of $75,000. These bills would extend the reporting date to August 1, 
1960 and would increase the authorization to $387,500. 

Basically the mission of the Alaska International Rail and Highway 
Commission is to make a comprehensive study of the transportation 
facilities serving Alaska, and the economic and military advantage 
to be derived from additional highway and rail transportation facilities 
connecting the continental United States with Alaska. Although 
extension of the Commission cannot be justified on the grounds of 
national defense requirements or military necessity alone, the report 
which the Commission will make as a result of the study will un- 
doubtedly be of military interest and value. For this reason the 
Department of the Army favors a complete and thorough study and 
evaluation of the transportation facilities serving Alaska. Accord- 
ingly, the Department of the Army favors enactment of legislation 
which would extend the life of the Alaska International Rail and 
Highway Commission and to increase its authorization. 

Knactment of either H. R. 9856, 9865, 9868, or 9874 would have no 
fiscal effect on the Department of Defense. It would increase the 
amount authorized to be appropriated for the Alaska International 
Rail and Highway Commission from $75,000 to $387,500. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that the report be ex- 
pedited, it is submitted without a determination by the Bureau of the 
Budget as to whether or not it conforms to the program of the 
President. As soon as such advice is received it will he forwarded to 
your committee. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


THE SECRETARY OF COMMERCE, 
Washington, D. C., March 21, 1958. 
Hon. Criatr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. CC. 


Dear Mr. Cuatrman: This letter is in reply to your request of 
January 14, 1958, for the views of this Department with respect to 
H. R. 9856, H. R. 9865, H. R. 9868, and F i. R. 9874, identical bills 
to extend the life of the Alaska International Rail and Highway Com- 
mission and to increase its authorization. 

These identical bills would amend the act of August 1, 1956, as 
amended (48 U. S. C. 338), establishing an Alaska International 
Rail and Highway Commission, providing that it report to the 
Congress within 2 vears after the passage of the act, and authorizing 
the appropriation ‘of $75,000. The amendments would extend the 
life of the Commission to August 1, 1960, and increase its authorization 
to $387,500. 

The Under Secretary of Commerce for Transportation has been 
elected Chairman of the Commission, an Executive Secretary has 
been appointed, and the work of the Commission and its present 
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staff is well underway. The Commission is handicapped in its work 
by the impending expiration of its authority as well as the limited 
funds available for the very comprehensive assignment provided in 
its enabling legislation. Completion of the report on the scale con- 
templated by the enabling act is impossible within the present statu- 
tory limits of time and ‘funds. The amendments proposed in the 
subject bills, therefore, are necessary to the achievement of any kind 
of a planning accomplishment for land connections with Alaska, as 
well as immediate continuation of the present staff work. It is a 
matter of urgency that legislation extending the life of the Commis- 
sion and increasing its authorization be enacted. 

The Department of Commerce urges the enactment of either one 
of these identical bills extending the life of the Alaska International 
Rail and Highway Commission and increasing its available operating 
funds to $387,500. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
SiIncLAIR WEEKS, 
Secretary of Commerce. 


DEPARTMENT OF STATE, 
Washington, March 20, 1958. 
Hon. Ciarr ENGiE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. Ena te: Reference is made to your letter of January 14, 

1958, inviting the comments of the Department of State on H. R. 

9856, H. R. 9865, H. R. 9868, and H. R. 9874, bills to extend the life 
of the Alaska International Rail and Highway Commission and to 
increase its authorization. Interim acknowledgment of your letter 
was made on January 16, 1958. 

Public Law 884, 84th Congress, which established this Commission 
differs in one major respect “from previous authorizations in that it 
requires a determination of economic, in addition to engineering, 
feasibility of additional highway and rail transportation facilities 
connecting continental United States and Alaska. The law was 
approved on August 1, 1956, but the appointment of its members 
did not follow until late in the 1st session of the 85th Congress so 
that the initial meeting of the Commission was not held until July 30, 
1957. This reduced the time remaining to the Commission to make 
its study and to submit its final report to the Congress to little more 
than 1 year. 

The studies to be made by the Alaska International Rail and 
Highway Commission are regarded as important steps in the develop- 
ment of Alaska. The Department of State is a member of the 
Commission and favors the enactment of H. R. 9856, H. R. 9865, 
H. R. 9868, and H. R. 9874. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Witui1aM B. Macomssr, Jr., 
Assistant Secretary 
(For the Secretary of State). 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Acr or Auaust 1, 1956 (70 Srar. 888; 48 U.S. C. 338), as 
AMENDED 


That (a) there is hereby established an Alaska Interna- 
tional Rail and Highway Commission (hereinafter referred to 
as the Commission”) which shall be composed of thirteen 
members, to be appointed by the President, as follows: 

(1) five of the members of the Commission shall be Mem- 
bers of the Congress of the United States, not more than 
three of whom shall be members of the same political party; 

(2) four of the members shall be selected from the execu- 
tive branch of the Government, of whom, if practicable, one 
shall be from the Department of the Army, to be designated 
by the Secretary of the Army, one from the Department of 
the Interior, one from the Department of State, and one from 
the Department of Commerce; 

3) three of the members shall be selected from the general 
public, one of whom shall be a resident of Alaska and one of 
whom shall be a resident of the Pacific Northwest region of 
the United States; and 

(4) the Delegate from Alaska in the House of Representa- 
tives of the United States. 

(b) The Commission shall select a chairman and a vice 
chairman from among its members. 

(c) A quorum.of the Commission shall consist of seven 
members. Any vacancy in the Commission shall not affect 
its powers and shall be filled in the same manner in which the 
original appointment was made. 

(d) The appointment of an officer of the Army on the 
active list as a member of the Commission is authorized as 
an exception to section 1222, Revised Statutes (10 U.S. C. 
576), and does not vacate his appointment as a commissioned 
officer of the Army. 

Src. 2. It shall be the duty of the Commission— 

(a) to make a thorough and complete study of the 
economic and military advantages of additional highway 
and rail transportation facilities connecting continental 
United States with central Alaska; 

(b) to make a thorough and complete study of the 
most feasible and direct routes of rail and highway 
transportation between the United States and Alaska, 
in relation to the economic benefits to be derived there- 
from by the United States, Canada, and Alaska; and 

(c) to make a thorough and complete study of the 
most feasible feeder rail and highway routes connecting 
coastal ports and cities with the rail and highway facili- 
ties between the United States and Alaska, determined 
most feasible and beneficial by the Commission. 
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In making such studies, the Commission shall give particular 
attention to the fes asibility of rail and highway facilities 
between the Pacific Northwest region and Alaska. In 
determining the most feasible and beneficial routes for rail 
and highway facilities, the Commission shall take into 
consideration the proximity to such routes of suitable sites 
for airfields. 

[Sxrc. 3. The Commission is authorized to cooperate with 
the officials of the Dominion of Canada and of the Province of 
British Columbia and with any commission or similar body 
appointed for such purpose by the Dominion of Canada or 
the Providence of British Columbia. The Secretary of 
State shall, at the request of the Commission, arrange for 
meetings with such officials and with such commissions or 
similar bodies of the Dominion of Canada or of the Province 
of British Columbia.] 

Sec. 3. The Commission is authorized to cooperate with the 
officials of the Dominion of Canada and of the Provinces of 
British Columbia and Alberta and with any commission or 
similar body appointed for such purpose by the Dominion of 
Canada or the Provinces of British Columbia or Alberta. The 
Secretary of State shall, at the request of the Commission, 
arrange for meetings with such officials and with such commis- 
sions or similar bodies of the Dominion of Canada or the 
Provinces of British Columbia and Alberta. 

Sec. 4. (a) The Commission may, in carrying out its duties 
under this Act, hold such hearings, take such testimony, sit 
and act at such places and times, and incur such expenditures 
as the Commission deems necessary. Any member of the 
Commission may administer oaths or affirmations to wit- 
nesses appearing before the Commission. The Commission 
may, without regard to the civil-service laws and the Classi- 
fication Act of 1949, employ and fix the compensation of such 
experts, consultants, and other employees, as it deems neces- 
sary to assist it in carrying out its duties under this Act. 

(b) The Commission is authorized to utilize the facilities, 
information, and personnel of the departments, agencies, and 
establishments of the executive branch of the Government 
which it deems necessary to carry out its duties under this 
Act; and each such department, agency, and instrumentality 
is authorized to furnish such facilities, information, and per- 
sonnel to the Commission upon request made by the chair- 
man or vice chairman. ‘The Commission shall reimburse 
each such department, agency, and instrumentality for the 
services of any personnel utilized. The furnishing of infor- 
mation by any such department, agency, or instrumentality 
shall be subject to such restrictions as the head of the 
department, agency, or instrumentality deems necessary for 
the security of the United States. 

(c) In performing its duties under this Act the Commis- 
sion shall utilize all information available by reason of any 
surveys and plans made under authority of the Act entitled 
‘“‘An Act providing for a location survey for a railroad con- 
necting the existing railroad system serving the United States 
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and Canada and terminating at Prince George, British Colum- 
bia, Canada, with the railroad system serving Alaska and 
terminating at Fairbanks, Alaska”’,approved October 26, 1949. 

Src. 5. The Commission may delegate to any member of 
the Commission or to any committee composed of members 
of the Commission any of the duties and powers conferred 
upon it by this Act, other than the duty of submitting reports 
and recommendations to the Congress pursuant to section 7. 

Sec. 6. Members of the Commission shall serve without 
compensation but shall be reimbursed for travel, subsistence, 
and other necessary expenses incurred by them in the per- 
formance of their duties. 

Sec. 7. The Commission shall report the results of its 
studies and submit its recommendations to the Congress 
from time to time, and shall make a final report and submit 
its final recommendations to the Congress [not later than 
two years after the date of enactment of this Act] at the 
earliest practicable time, but in no event later than February 1, 
1960. The final report shall include estimates of the cost of 
construction of rail and highway facilities along the routes 
determined most feasible and beneficial by the Commission, 
together with estimates of the economic benefits to the 
United States, Canada, and Alaska. [[The Commission shall 
cease to exist, and all authority conferred by this Act shall 
terminate, thirty days after the date of submission of the 
final report] The Commission shall cease to exist for all 
intents and purposes, and all authority conferred by this Act 
shall and does terminate thirty days after the date of the submis- 
sion of the final report or on March 1, 1960, whichever date 
occurs first. 

Src. There are hereby authorized to be appropriated 
such sums, not in excess of [$75,000] $300,000, as may be 
necessary to enable the Commission to perform its duties 
under this Act. Until such time as funds may be appro- 
priated pursuant to this authorization, the President is 
authorized to make available to the Commission, from any 


emergency fund available to him, such sums as may be 
necessary. 


Committee Note.—For convenient reference, the preceding 
Ramseyer applies to H. R. 9856 as amended and reported by the 
Committee. In compliance with clause 3 of rule XIII of the Rules of 
the House of Representatives, changes in existing law made by the 
bill, as introduced, are shown below (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics 
existing law in which no change is proposed is shown in roman): 


Acr or Avuaust 1, 1956 (70 Srar. 888; 48 U. S. C. 338), 
AS AMENDED 


Sec. 7. The Commission shall report the results of its 
studies and submit its recommendations to the Congress 
from time to time, and shall make a final report and submit 
its final recommendations to the Congress not later than 
[two years after the date of enactment of this Act] August 
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1, 1960. The final report shall include estimates of the cost 
of construction of rail and highway facilities along the routes 
determined most feasible and beneficial by the Commission, 
together with estimates of the economic benefits to the 
United States, Canada, and Alaska. The Commission shall 
cease to exist, and all authority conferred by this Act shall 
terminate, thirty days after the date of submission of the 
final report. 

Src. 8. There are hereby authorized to be appropriated 
such sums, not in excess of [$75,000] $387,500, as may be 
necessary to enable the Commission to perform its duties 
under this Act. Until such time as funds may be appro- 
priated pursuant to this authorization, the President is 
authorized to make available to the Commission, from any 
emergency fund available to him, such sums as may be 
necessary. 


The committee recommends the enactment of H. R. 9856, 
amended. 
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JuNE 10, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Macx of Illinois, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[Pursuant to H. Res. 99] 


The Committee on Interstate and Foreign Commerce, by House 
Resolution 99, acting as a whole or by subcommittee, was authorized 
to investigate and study the current and prospective consumption of 
newsprint and other papers; the current and prospective production 
and supply; factors affecting such production and supply, and possi- 
bilities of additional production through the use of alternate source 
materials. 

Such authorization continues that made to the committee since 
the 78th Congress. 

Your committee, and its Subcommittee on Commerce and Finance, 
again has been active in developing both the near-term and long-range 
supply-demand aspects of newsprint, and in due course will apprise 
the House of its findings and recommendations. 

In order that a better appreciation might be had of the longer range 
prospective supply and demand for newsprint, the subcommittee 
requested the Department of Commerce to prepare a comprehensive 
survey of the competitive demand for woodpulp arising from all users 
in the woodpulp, paper, and board field. 

The survey was completed last year, and printed as House Report 
573, June 17, 1957. At the request of the subcommittee, the survey 
has been revised and brought up to date by the Department in a 
supplemental report which includes a complete reappraisal of the 
world newsprint situation through 1960. 

This supplemental report is being submitted herewith for the in- 
formation of the Members of the House and of the general public. 
While the present newsprint-supply situation appears much more 
comfortable than it has been for some time, your committee will 
continue its attention to this subject so as to keep abreast of any 
changes in the outlook. 











LETTER OF TRANSMITTAL 


WasHINGTON, June 9, 1958. 
Hon. Perer F. Mack, Jr., 


Chairman, Subcommittee on Commerce and Finance, 
Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Mack: In response to your letter of October 17, 1957, 
there is enclosed a supplemental study to the basic report, Pulp 
Paper, and Board Supply-Demand, prepared by the Business and 
Defense Services Administration, which I transmitted to your sub- 
committee on June 7, 1957. 

The enclosed study incorporates the latest revisions of the 1955 
and 1956 data, preliminary figures for 1957, and a complete reap- 
praisal of the world newsprint situation through 1960. 

Sincerely yours, 
SincLtain WEEKS, 
Secretary of Commerce. 
Enclosure. 
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FOREWORD 


This study is supplemental to the basic report Pulp, Paper, and 
Board Supply-Demand! prepared by the Business and Defense 
Services Administration in early 1957. In the basic report it was 
expressly stated: ‘‘This report does not attempt to forecast definitely 
supply or demand for any particular year.” As clearly outlined in the 
basic report, the estimates of future domestic demand are statistical 
projections based upon specific assumptions. 

The above observations are particularly important when preparing 
in early 1958 a reappraisal of the basic report. At this time there is no 
reason for revising the long-term projections of demand for 1960 and 

1965. On the other hand, periodic variations in the Nation’s economic 
activity from the long-term growth have always occurred and must 
continue to be rec ognized. 

By late 1957 there were preliminary indications of economic read- 
justment that became more pronounced in early 1958. While no 
specific forecast of the Nation’s gross national product for the year 
1958 is officially available, it now appears unlikely that it will reach 
the level of $440 billion (in terms of 1956 dollars) as projected in the 
basic report, based upon stated assumptions, a major one being that 
economic activity would reflect a full-employment situation. Because 
of this fact, the projections of demand for pulp, paper, and board for 
1958 shown in the basic report, which are based on correlations between 
demand and economic indexes such as the gross national product and 
real disposable income, probably will be higher than actual con- 
sumption. 

A complete reappraisal of world newsprint demand and supply, 
by continents and individual countries, extending the data 1 more 
year through to 1960, was undertaken to meet the ‘particular interests 
of the Subcommittee on Commerce and Finance, who requested this 
study. 

This supplemental report was prepared under the technical direction 
of Mr. W. LeRoy Neubrech, Assistant Director for Pulp, Paper, and 
Paperboard Forest Products Division, Business and Defense Services 
Administration. He was assisted by Mr. Wallace H. Pederson, 
program executive for paper, who gave special attention to the world 
newsprint analyses. Mr. John R. Mutzabaugh, program executive 
for converted products, rendered valuable support in statistical 
coordination. 

Mr. Horace Hart, Director, Printing and Publishing Industries 
Division, together with members of his staff, namely, Miss Flora 
Phillips, industry analyst, and Miss Anne Jacks, program executive 
for books and magazines, prepared the material in this study con- 
cerning the domestic demand aspects for newsprint and other printing 
papers. 


H. B. McCoy, Administrator. 


H. Rep. No. 573, 85th Congress, Ist sess., June 1957 











PULP, PAPER, AND BOARD SUPPLY-DEMAND 
Newsprint Outlook 


I. INTRODUCTION AND SUMMARY 


This supplemental study to the basic report Pulp, Paper, and Board 
Supply-Demand has been prepared at the request of the chairman, 
Subcommittee on Commerce and Finance of the Committee on Inter- 
state and Foreign Commerce, House of Representatives, in accordance 
with a letter dated October 17, 1957, addressed to the Secretary of 
Commerce. 

The basie report Pulp, Paper, and Board Supply-Demand was 
printed as House Report No. 573, 85th Congress, Ist session, and 
dated June 17, 1957. 


PURPOSE OF STUDY 


The Subeommittee on Commerce and Finance requested the Depart- 
ment of Commerce for a revision of the basic report that would include 
comparable information for the year 1957 and project the situation as 
it may appear from such additional data. 

To meet this objective, the 1955 and 1956 data appearing in the 
basic report have been revised, largely in accordance with the latest 
corrected census figures on production, imports, and exports. Further, 
the preliminary 1957 data on production, imports, and exports, as well 
as the calculations on apparent consumption for 1957, have been in- 
cluded in this study. 

To meet the particular interests of the committee, a new world 
survey of newsprint supply and demand was conducted with the co- 
operation of the Foreign Service offices in 63 countries. Revised data 
were prepared for 1956 through 1959 and supplemental figures and 
analyses for 1960 have been incorporated in this study. 


ASSUMPTIONS, TERMINOLOGY, AND QUALIFICATIONS 


The projections of domestic demand, exports, and imports, which 
are included in many of the statistical tables appearing in this study, 
are based on the definitions and explanations relating to assumptions, 
terminology, and qualifications that appear in the basic report, Pulp, 
Paper, and Board Supply-Demand (H. Rept. No. 573). tis important 
to bear in mind that the future domestic demand figures were derived 


from economic correlation projections and do not represent precise fore- 
casts for any particular year. 


CAPACITY 
United States industry capacity for wood pulp, paper, and board 


through 1959 appears in the basic report. Currently the American 
Paper & Pulp Association and the National Paperboard Association 


il 
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are conducting a new survey of domestic mill capacity which may 
result in some revision of the capacity figures, especially for 1958 
and 1959. The results of these new capacity studies are expected 
to be available for reference later in 1958. 

The United States Pulp Producers Association released on April 23, 
1958, the results of their recent capacity survey. Revised data for 
1957, 1958, and 1959 are included in this report. 


SUMMARY 


United States paper and board production in 1957 totaled 30.7 
million tons, a decline of about 700,000 tons or 2.3 percent below 1956. 

United States imports of paper and board in 1957, principally 
newsprint, totaled 5.4 million tons, a drop of 375,000 tons or 6.5 
percent. 

United States exports of paper and board in 1957 amounted to 
751,000 tons, a gain of about 80,000 tons or 12 percent over 1956. 

Apparent United States consumption of paper and board totaled 
35.3 million tons in 1957, a decline of 1.0 million tons or 2.8 percent 
under 1956. 

United States production of new sprint reached an all-time high of 
1.8 million tons in 1957, surpassing the previous record of nearly Bi 
million tons of 1926 and accounting for 25 percent of United States 
supplies as compared to 18 percent in 1951. Total 1957 newsprint 
imports amounted to 5.2 million tons, a decline of nearly 350,000 tons 
from 1956, while United States exports rose to 174,000 tons, up 20,000 
tons from 1956. 

United States newsprint consumption in 1957 amounted to approx- 
imately 6.8 million tons, a decline of 29,000 tons or 0.4 percent less 
than 1956 consumption, according to Department of Commerce 
statistics. Several factors contributed to this modest decline in 1957. 
the long-term outlook is for resumption of the upward trend in 

newsprint consumption. 

The world newsprint production potential exceeded demand in 
1957 by an estimated 683,000 tons. By 1960 the surplus should be 
about 1.7 million tons, as demand then is estimated at 15.1 million 
tons and potential production at 16.8 million tons, a rise of 3.2 million 
tons over 1956 production. 

Apparent consumption of printing and fine papers in 1957 was 
somewhat over 5.5 million tons, a decline of 5.5 percent from 1956. 
The drop is believed to be in large part the result of inventory adjust- 
ments. Principal users of these grades are the printing and publishing 
industries, whole level of activity in 1957 indicates that their actual 
consumption may have equaled or slightly exceeded 1956 usage. 

Total United States production of woodpulp in 1957 was 21.8 million 
tons, a decrease of about 325,000 tons or 1.5 percent below 1956. 

United States imports of woodpulp in 1957 amounted to 2.1 million 
tons, largely from Canada. Imports declined 230,000 tons or about 
10 percent below 1956. 

United States exports of woodpulp totaled 622,000 tons in 1957, 
a gain of nearly 100,000 tons or 18.5 percent over 1956. 

Apparent total United States consumption of woodpulp in 1957 
amounted to 23.3 million tons, a decrease of about 650,000 tons or 
2.7 percent below 1956. 
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Pulpwood consumption by United States pulp mills in 1957 totaled 
35.7 million cords, a decline of 87,000 cords or 0.2 percent under 1956. 

Utilization of hardwoods, largely second growth, for pulpwood has 
shown a marked upward trend, increasing from 2.5 million cords in 
1947 to 6.3 million cords in 1957, a rise of 2% times the 1947 volume 
during the past decade. 

Wastepaper consumption by United States paper and board mills 


totaled 8.4 million tons in 1957, a drop of 390,000 tons or 4.4 percent 
below 1956. 


II. Unirep Sratres Paper AND Boarp PRopucTION AND APPARENT 
CONSUMPTION IN 1957 


The year 1957 marked the first time since 1952 that total United 
States paper and board production and apparent consumption failed 
to show a gain over the preceding year. Production increased from 
24.4 million tons in 1952 to 31.4 million tons in 1956, an average 
annual increase of about 1.75 million tons or more than 7 percent 
per year. Production in 1957 totaled 30.7 million tons, a decline of 
approximately 700,000 tons or 2.3 percent below 1956. 

The principal factor that accounted for the moderate decrease in 
1957 is believed to have been the general tendency of many business 
firms, including wholesale and retail trade, toward some reduction in 
inventories, since it was apparent by mid-1957 that adequate supplies 
of various grades of paper and board were readily available for 
prompt shipment from manufacturing mills. This belief is not based 
on actual inventory data, which are not available for many of the 
important paper and board distributing and consuming fields. It is 
predicated on United States Department of Commerce field office 
reports received in the latter half of 1957 and early 1958, These 
frequently referred to interviews with paper and board wholesalers 
and consumers who said they had adopted a hand-to-mouth purchas- 
ing policy, demanded prompt mill deliveries for smaller orders, and at 
the same time curtailed their own inventories. Inventory data on 
newsprint are available and reviewed in the separate analysis on 
newsprint consumption which appears in the following section of this 
report. 

Total United States paper production in 1957 at 13.6 million tons 
declined 382,000 tons (2.7 percent) below 1956. The drop was ac- 
countable to three major grade groups, namely: printing papers 
down 275,000 tons (6.4 percent); fine papers down 25,000 tons 1.6 
percent); and coarse and special industrial papers down 328,000 tons 
(7.1 percent). Partly offsetting these losses in the paper category 
were: newsprint up 184,000 tons (11.4 percent) and sanitary and 
tissue paper up 62,000 tons (3.3 percent). 

Production of paperboard in 1957 totaled 14.2 million tons, a 
decrease of 144,000 tons (1.0 percent) below 1956. Container board 
output, which accounts for over half of total paperboard, held quite 
steady and declined only 57,000 tons (0.7 percent); special food board 
was down 51,000 tons (3.9 percent) ; nonbending and other paperboards 
were down 171,000 tons (6.8 percent), while bending board (except food 
board) was up 135,000 tons (4.8 percent). 

Total building paper and building boards 1957 production was 
2.9 million tons, a loss of 202,000 tons (6.6 percent). Building paper 
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dropped 144,000 tons (10.1 percent), while fiber building boards 
declined 58,000 tons (3.5 percent). 

Total apparent United States consumption (production plus imports 
minus exports) of paper and board in 1957 was 35.3 million tons, com- 
pared with 36.3 million tons in 1956, an indicated drop of 1.0 million 
tons (2.8 percent). With the exception of newsprint, the apparent 
consumption figures are not adjusted for year-to-year inventory 
changes. Because it is believed that many distributors and consumers 
of paper and board saw fit to reduce inventories in 1957, it may be 
estimated that actual consumption declined much less than indicated 
by the purely mathematical calculation of consumption. There 
is further evidence that actual 1957 consumption of most grades of 
paper and board probably held close to the 1956 level. Over a long 
period of time there has been an extremely close correlation between 
total paper and board consumption and disposable personal income in 
constant dollars. It is notable that 1957 disposable personal mcome 
was almost identical to that of 1956 in terms of constant dollars, 
which would indicate that actual consumption of paper and board 
was not much different on the average than in 1956. 

With the exception of newsprint, imports of paper and board by 
the major grade groups are comparatively small. Newsprint imports 
in 1957 were 5.2 million tons, a decline of 350,000 tons below 1956. 

From the standpoint of exports, only newsprint, container board, 
and coarse papers exceeded 100,000 tons in 1957. Actual 1957 ex- 
ports of these grade groups were: newsprint 174,000 tons; coarse and 
special industrial papers 104,000; and container board 255,000 tons. 

Thus with the exception of newsprint, exports and imports repre- 
sented comparatively small percentages of domestic production. As 
a consequence, apparent United States consumption in 1957 of the 
major grade groups of paper and board (except newsprint) showed a 
close relationship to domestic production. Only two grade groups 
recorded gains in 1957 apparent consumption over 1956; namely, 
sanitary and tissue paper, up 59,000 tons (3.2 pereent); and bending 
boards’ (exe ept special food board), up 143,000 tons (5.2 percent). 
Although domestic newsprint production in 1957 increased 184,000 
tons over 1956, with United States exports up 22,000 tons, there was 
a decline in imports of oarhy 350,000 tons, which, when adjusted for 
United States mill and consumer inventory changes, discloses a de- 
cline in total United States consumption of 29,000 tons (0.4 percent). 
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TABLE 1.—Paper and board—United States production—actual 1955, 1956, and 
1967; required, 1958, 1960, 1965 


{Thousands of short tons] 


Net demand (required 
United States pro- | Percent 




















Grade : ee increase, 
ata ce 
1956 
1957 1958 1960 

Total paper and board | 3 31, 428 30, 700 34, 000 | ots 36, 500 43, 800 39. 4 
|_—_——————- |__——— = | SS) 
TOC ORE iccihdcitindiettatinweue edunbeatien | 12, 896 13,977 | 13,595 | 14, 800 | 15, 900 | 18,300 30. 9 
Sn waibtaadidtitas | 1,458} 1,620] 1,804] 2,100} 2,500! 2,700 66. 7 
Printing papers.....-.--- cae a as a 3, 937 4,303 | 4,028 | 4,300; 4,500 5, 100 18. 5 
IE ite icnshitiieii tan imdmapaderenine | 1,450 1, 570 1, 545 1, 600 1,700 | 2,000 27.4 
Coarse and special ind eae yapers....| 4,290 | 4,630 | 4,302) 4,800 | 5,100 | 5,900 27.4 
Sanitary and tissue papers eal. 2 1, 854 1, 916 2 , 000 2,100 | 2,600 40. 2 
So SS =e —— S| 
TE DONO 5 ccrctvincnindntnssxatamee 14, 048 | 14, 380 "14, 236 15, 700 16,900 | 21, 100 46.7 

Container board ._...-.- 7, 763 7, 706 8, 300 8,800 | 10, 600 


} 2,816 2, 951 3, 100 3,300 | 3,800 
1, 292 1, 241 1, 600 1, 900 3, 100 





Bending board (except spec sial food board) 
Special food board ! ‘| 
Nonbending board and other paper- | 


- * 
oon 











OGD yon nacnimnitde Siaticcentuds ..-| 2,565 | 2,509} 2,338} 2,800} 3,000} 3,500 39. 5 
Total building paper and board............| 3,209 | 3,071 | 2,869| 3,500| 3,700| 4,500} 46.5 
| ae | = “ } all a bY, es 
PIS DODO. caiddnatenndcces axial 1, 586 1, 429 1, 285 1, 700 | 1, 800 | 2, 200 54.0 
eee ae ae ~----| 1, 622 1,642 1,584 1, 800 voy 2, 300 40.1 

| i ' 





! Special food board includes boards of same or similar furnish for other packaging uses for the years 1958, 
1960, 1965 


NotTe.—Due to rounding, detail may not add to totals; 1955 and 1956, revised; 1957 prelimina 


Prepared by Pulp, Paper, and Paperboard Subdiv ision, Forest Products Division, BDSA,U 8. Depar t 
ment of Commerce. 
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TasLe 2.—Paper and board—United States apparent consumption, 1955, 1956, 
1957, and projected demand, 1958, 1960, 1965 


[Thousands of short tons] 















































| Apparent consumption ! | Projected demand | Average | Average 
Ad P : | = annual rate of 
Item | | | | percent | increase, 
| 1955 | 1956 | 1957 | 1958 | 1960 | 1965 | devia- | percent, 
| | | tion? 1955-65 
Total paper and board..._-| 34,851 | 36,325 | 35,298 38, 440 | 40,810 | 48, 560 2 3.4 
i ed “17, 809 | 19,094 | 18, 453 | 19, 545 | 20, 530 | 23, 550 | 2) 2.6 
|__| bt cccedeccnsenld oatmenodoeeka oF die ial 
Newsprint...............-.-.| 6,484 | 6,807 | 6,778 | 7,030| 7,325 | 8,250 | 3 2.5 
Printing papers....------ | 3, 928 | 4,313 | 4,020 4,235 | 4,445 | 5,035 3 2.6 
Fine papers leceball 1, 410 1,539 | 1,510 1, 600 1, 685 1, 065 | 6 3.3 
Coarse and special industrial 
papers _- : ; 232 | 4,588 | 4,239 4, 720 4,975 | 5,700 4 3.0 
Sanitary and tissue papers...| 1,755 | 1,847 1,906 | 1,960 2,100 | 2,600 3 4.0 
Total paperboard................| 13,799 | 14,111 | 13,935 | 15,420 | 16,585 | 20,550/ 5] 4.0 
sa eerste ie cE lceasonacal Rah cael + cs, 
Container board._- -_---- | 7,357 | 7,563 7, 468 8, 035 8, 530 | 10, 230 | 5 3.4 
Bending board_..__....--.- 2,735 | 2,770 2, 913 3, 030 3, 185 3, 725 3 3.1 
Special food board 3___. 1,156 | 1,292} 1,241] 1,560} 1,900{ 3,120 | (4) 10.4 
Nonbending and other | | \ 
paperboard ...........-- -| 2,551 | 2,486 | 2,313 | 2,795 2,970 | 3,475 | 7 29 
Total building paper and board..| 3, 243 | 8,120 | 2,910 | 3,475 | 3,695 | 4, 460 | “gen ae 
Building paper-------_-- Jt oa 1, 421 1,274 | 1,700} 1,805 | 2, 185 | 5 3.3 
Building board._...........-| 1,662 | 1,699 | 1,636 1,775 | 1,890 | 2,275 4 | 3.5 











1 Apparent consumption equals production plus imports minus exports, and, with the exception of news- 
print, is unadjusted for inventory changes. 

2 These percentages represent the average difference (plus or minus) between actual data and data caleu- 
lated from the regression formulas for the periods covered in developing the formulas. 

3 Special food board includes boards of same or similar furnish for other packaging uses for 1958, 1960, 
and 1965. 


4 No percent deviation available, as historic data not sufficient for developing a regression formula, 
NOTE.—1955 and 1956, revised: 1957, preliminary. 


Source: Apparent consumption—Bureau of Census. Projected consumption and average rate of 


increase—Office of Business Economics, U. 8. Department of Commerce. 


Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U.S. Depart- 
ment of Commerce, 
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TaBLE 3.—Paper and board—United States production, imports, exports, and 
apparent consumption, 1955, 1956, 1957 


(Thousands of short tons] 




















| 
| Markets 
} 
| United | | 
Item and year | States | Imports} New | Apparent 
produc: | supply United 
| tion Exports States 
| consump- 
| | peoe' arly tion 
Total paper and board: | | ight along 
1956. ..... é Sacase anlnoin ier ctibiaesaeimnt eine canal - ae 5, 360 35, 513 736 34, 851 
Bb céidutebdcdabcncnnechbin daddies 31, 428 | 5, 797 37, 225 | 670 36, 325 
POET sdaeivendenthocadannnndsaneenehaedaeaien 30, 700 | 5, 422 | _36, 122 751 35, 298 
Total paper: | 
I i dicdeceieen wil ternctes dipenetnsig bclepniiateeiad a ainealell in 12, 896 | 5, 243 18, 139 | 404 17, 808 
PEE cdnchusnndahbageaseabdnh naga enoell 13,977 | 5, 678 19, 655 331 19, 004 
Wend dainnnes sone snes hatiiiielainiibiinediieaiins 13, 595 | 5, 306 18, 901 | 75 18, 453 
Newsprint: | 
i oS dik icin cduts-ectepciachcintaditenh eee pecdael 1, 458 | 5, 159 6, 617 | 207 6, 484 
WARNS st si. eee eee eee 1,620} 5,569 7, 189 | 152 6,807 
1957___- Shida din Enckae ciate ge eee 1,804 | 5,221 7,025 | 174 6, 778 
r vinéing pape rs: | | 
1955... ee ee, Meee eae 3, 937 | 41 | 3, 978 | 50 3, 928 
1956 ae = sine tsk dniguleeareigialidateaas ees 4, 303 55 4, 358 45 4,313 
eis chciwihieLakeheee eee cca | 4,028 38 | 4,066 | 46 4, 020 
Fine papers: | 
Pls ac Scene Fite Se Sutnsepesenteaed 1,450 | 2 1, 452 | 42 1,410 
i ibinisdb teivebids pibdckibne wh dedenians 1, 570 3 | 1, 573 | 34 1, 539 
I: sy nicghintiibien nies ities wikbaisidevic, witha miedadied gaan 1, 545 4 | 1, 549 | 39 1, 510 
Coarse ‘and special industrial papers: 
Rp kccctns ac aisle cakaicnaria ate aioe 4, 290 40 4, 330 | o8 4, 232 
i ipheceshaieennindie tis sibtebtnnieieete 4, 630 | 4,678 | 90 4, 588 
1957. ... Sei phapiendainih inn apiniondl 4, 302 i! 4, 343 | 104 4, 239 
Sanitary and tissue “pape TS: | 
Ps Jcwscewnte ndicatadibadbonwianuainien 1, 761 1 1, 762 7 1, 755 
NIE: ic irciiticd chicane to the coh ds onihiealias eth ce onioa tall 1, 854 3 1, 857 10 1, 847 
SE aks 5k Gr choca Sons eeenek ee oe | =: 916 2) 1,918 | 12 1, 906 
Total paperboard: | 
1955... ye ee | 14,048 47| 14,095 | 296 | 13,799 
EG ttt dcndtnanwenbebandaeaeeenedots 14, 380 | 32 | 14, 412 | 301 14, 111 
a a a a al ed ae 14, 236 | 37 14, 273 338 13, 935 
Container board: 
DUCA} sich ednminbacintkndsasendpaiiainedaiiain’ 7, 552 18 7, 570 213 7, 357 
NE ba bicis ockageieenecadeiwacdeabenseuee | 7, 763 | 13 7, 776 213 7, 563 
MOGUL Sadkicectatakannaaas er 7, 706 | 17 7, 723 255 7, 468 
Bending board (except speci 41 food board): | | 
GS coi vinbcnikcntegbataosdneel Scenisbaaie 2, 775 () 2, 775 40 2, 735 
ES 6 Miahsincttiehin dcchebcitieuadincawabnenadbekee 2, 816 | () | 2, 816 46 2, 770 
WOME. cade a scaak koduenoattcosdask ee | 2,951} @) | 2,951 38 2, 913 
Special food board: | 
ila acacia sje oleae sisbiemaceelaaate 1, 156 | (2) 1, 156 (3) 1, 156 
Dc cabsisimnctenubenieheuedete speisaiggihabditpantieiiuiancincid | 1, 292 | (2) i 1, 292 (@) 1, 292 
1957__. sia diag oe cal | 1,241 (2) 1, 241 (3) 1, 241 
Nonbending and other Ds ipe rboards: | 
WO, Sab is aks kmdks Mieedodiods esiabedbuek 2, 565 | 29 2, 504 43 2, 551 
il i aati endniennees dsm 2, 509 | 19 2, 528 42 2, 486 
ee cen a 2, 338 | 20 2, 358 45 2, 313 
Total re paper and board | 
TK btihins  accnnaunanbedahbuaudsbttinhanatan | 3, 209 | 7 3, 27' 36 3, 243 
ee en te ee 7 3, 158 38 3, 120 
1987__._. aeiiwiec yp cahiauas Chase | 2, 869 | 79 2, 948 38 2,910 
Building paper e | | 
1955_...- fib cen dicate ces snideininsae cca: Sl 5 1, 501 10 1, 581 
| St er Kntaaeaan 1, 429 | 2 1, 431 10 1, 421 
1957 . E. cs seaonalle | Cig 1 1, 286 | 12 1, 274 
Building board: | | 
es kc occe Se eek al. decceb ar oe 65 1, 688 26 1, 662 
1956_._- foie as abies 5 sth aucaliiiaieetn sii nd wnbibne ] 1, 642 85 1, 727 238 1, 609 
FE hivubibithntlawinibaAtindudwansmndepemauel 1, 584 | 78 1, 662 26 1, 636 





1 Included in container board. 
2 Not reported separately. 
3 Included in bending board. 


Note.—New supply equals production plus imports. Apparent United States consumption equals new 
supply minus exports, adjusted for newsprint inventories. 1955 and 1956, revised; 1957, preliminary. 

Source: Bureau of the Census. 

Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U. 8. Depart- 
ment of Commerce. 
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IIT. Facrors ArrecTiInGc NEWSPRINT AND PRINTING PapsprR Domestic 
DEMAND AND CoNsuUMPTION, 1957 


CONSUMPTION OF NEWSPRINT 


Apparent United States consumption of newsprint in 1957 was 
6,778,444 tons, according to figures derived from Census Bureau data 
on United States newsprint production, imports, and exports adjusted 
for changes in inventories as reported by trade associations. This was 
28,592 tons, or 0.4 percent less than 1956 consumption. The Ameri- 
can Newspaper Publishers Association figure for 1957 consumption is 
6,819,999 tons, a decrease of 1.1 percent from the ANPA 1956 figure. 
The estimate for 1957 made in the pulp, paper, and board supply- 
demand report published June 17, 1957, was 7 million tons. 

This estimate was based on the assumptions (1) that the momentum 
in newspaper advertising volume brought about by industrial expan- 
sion in 1956 would extend through 1957, accelerated somewhat in the 
latter half of the year to offset any drop in sales, and (2) that circula- 
tion would follow adult population growth. 

As illustrated by the chart below, past performance indicates that 
advertising volume usually does not respond immediately to an eco- 
nomic decline, and may be expected to do so only if the decline is 
of long duration and of mi: jor proportions. The reason for this is 
that the function of adve ‘rtising is to create markets and stimulate 
sales, and its use is generally increased when business begins to lag, 
to meet competition and sustain a satisfactory level of business 
activity. Manufacturers’ sales were the first to be affected by the 
downtrend in the economy. Automotive and Financial advertising, 
representing the areas most seriously affected, showed a substantial 
lineage increase. 

Although newspaper advertising dollar volume for 1957, according 
to Printers’ Ink, was up 2.8 percent over 1956, this increase was 
largely a reflection of increased advertising rates. Newspaper adver- 
tising lineage in 52 cities, according to Media Records, Inc., showed 
a loss of 2.8 percent. Broken down into categories, Automotive and 
Financial were up 6.7 and 5.0 percent respectively. There two cate- 
gories represent about 8 percent of total newspaper advertising 
linage. Classified, representing approximately 25 percent of total 
linage, and General, about 13.3 percent, were down 5.4 and 6.7 per- 
cent respectively. Other categories—Display, Retail and Department 
Store—were down 1.9, 1.6 and 1.6 percent respectively. These data 
indicate that most of the losses were in local advertising, caused by 
local developments. 

Undoubtedly a large part of the losses in advertising linage can 
be attributed to strikes. According to the ANPA, 53 papers were 
affected by 31 strikes called in 1957. This was the highest incidence 
of labor disputes in the industry in the last 8 years. All Boston 
papers were closed for 21 days during August, and the loss in Jinage 
in that city alone accounted for more than 19 percent of total loss 
in 52 cities. Detroit and Dayton, also beset by strikes, aecounted 
for another 10 percent. 

Another cause for loss in linage and decrease in newsprint consump- 
tion generally was rise in space rates and sale price per copy. The 
newspaper publisher was caught in a squeeze between higher costs 
and resistance to increased rates by both advertisers and readers. 
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According to the ANPA, 262 dailies increased the sale price per copy 
in 1957, and 193 raised prices above 5 cents per copy. The 1,755 
morning and evening newspapers in the United States (a decrease of 
6 from 1956) showed a 1.2 percent circulation increase in 1957, com- 
pared with 1.7 percent in 1956. This decline in rate of increase in 
circulation is accounted for largely by the loss of 275,000 copies 
sustained by the New York City evening papers when per-copy price 
was jumped from 5 cents to 10 cents. 

Some lineage loss can be attributed to the economic adjustment. 
Loss in classified linage particularly, made up largely of help wanted, 
houses for sale, and used cars for ‘sale, was due, in part, to regional 
developments in unemployment, lag in home construction and tight 
money. 

The downtrend in newsprint consumption developed in 1957 has 
extended into the first quarter of 1958, showing a decrease of 5.8 
percent at the end of March under the first 3 months of 1957. 

Unusually long seiges of severe weather, disrupting transportation 
and communications generally, and resulting in cancellation of adver- 
tising linage, accounted for part of the decrease. 

Strikes also continued into the first quarter. Because of labor 
problems, suspension of Dayton papers continued through January 
11; St. Paul papers through February 3; and the Peoria Journal 
suspended publication from January 3 to March 11. With the settle- 
ment of the Peoria strike the number of papers affected by labor 
problems was reduced to 11 in 9 cities, and all dailies were publishing. 

Newspaper publishers are endeavoring to offset consumer resistance 
to higher advertising rates and prices per copy by ‘offering better 
newspapers and maximum service. Frequency and volume adver- 
tising budget rates are offered and improved techniques in printing 
and color reproduction have been developed. More emphasis is being 
placed on research in an effort to create new dimensions of service to 
both readers and advertisers. 

The conditions which have contributed to the leveling off in news- 
print consumption are of a temporary nature and largely local. There 
is no evidence of any basic change in our economic structure which 
would be likely to alter the projected long-range trend. Should the 
full force of newspaper advertising be utilized to combat the current 
economic adjustment, as it has been utilized in the past, the down- 
trend in newsprint consumption through the first quarter could be 
offset very quickly in succeeding months. 
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TABLE 4.—Uniled States newsprint consumption and principal factors 























} | 
| | Daily newspapers Sunday newspapers 
Total | Per capita 
ss apparent consump- | Advertising 
Year consump- tion (21 Circulation! Cireulation| linage 4 
tion } | years and | Total cir- | per capita | Total cir- | per capita 
over) 2 culation 3 | (21 years | culation 21 years 
| and over) 4 | and over) 4 
; } 
Thousand Million 
tons Pounds Thousands Thousands lines 
Te icesidishanientiglcal 3, 787 105. 3 39, 426 0. 548 26, 880 0. 374 1, 897 
SE itctrcanckaed | 3, 501 95. 6 39, 589 . 540 26, 413 . 361 1, 654 
| 3, 297 | 88.7 38, 761 . 521 25, 702 . 346 1, 465 
ire cikecuccuiins 2, 895 | 76. 8 36, 407 . 483 24, 860 . 320 1, 165 
Wivguscknbe cece | 2, 654 | 69. 4 35, 175 . 460 24, 041 .314 1, 066 
1934__ — 3, 077 79.3 36, 709 473 26, 545 . 342 1,179 
a | 3, 247 | 82. 5 38, 156 . 485 28, 147 . 357 1, 247 
We ieikictakan eatin 3, 659 91.7 40, 292 . 505 29, 962 -37 1, 380 
Be iadbmocnnanenina 3, 867 95. 6 41, 419 - 512 30, 957 - 383 1, 410 
Tcncdesscane 3, 492 | 85.2 39, 57: ‘483 30, 481 372 1; 295 
Wndnchoscnne 2 3, 543 | 85.3 39, 671 -477 31, 519 | 379 1,224 
ee 3, 739 | 88. 7 41, 132 - 488 | 32, 371 . 384 1, 269 
1941 ‘ 3, 922 91.7 42, 080 - 492 | 33, 436 . 391 1, 313 
1942 3,721 | 86. 2 43, 375 . 502 35, 294 - 408 1, 242 
1943 } 3, 559 82. 2 | 44, 393 | 512 | 37, 292 | . 430 1, 396 
1944 3, 218 75. 2 | 45, 955 | . 5387 | 37, 946 | . 443 1, 361 
1945 3, 451 81.0 | 48, 384 . 568 | 39, 860 | . 468 1, 392 
1946 4, 192 | 91.2 | 50, 927 . 554 43, 665 | 475 1, 730 
1947 4, 658 | 99. 6 51, 673 :553 | 45, 151 | 483 2, 009 
1948 5, 136 108. 2 52, 285 . 551 46, 308 | . 488 2, 263 
1949 5, 532 | 114.8 52, 846 | . 548 | 46, 399 . 481 2, 302 
1950-___. | 5, 863 120.1 | 53, 849 . 551 | 46, 582 | 477 2, 440 
1951 : 5, 872 | 119. 2 54, 019 | . 548 | 46, 279 | . 470 2, 478 
1952 5,915 119. 1 53, 951 . 43 | 46, 210 | . 465 2, 505 
SR aicicacss 6, 109 | 121.9 54, 472 544 45, 948 | . 458 2,611 
a | 6, 103 | 120. 6 55, 072 . 544 46, 176 . 456 2, 581 
Rieisda<'s ss | 6, 484 | 126. 6 56, 147 . 48 46, 962 . 458 2, 843 
1956 ae dinine 6, 807 | 131.5 57, 102 . 552 47, 162 | . 456 2,912 
1957 ®__. 6, 778 | 131.4 57, 805 . 560 47, 044 | . 456 2, 829 
ee “al 7,325 | 136.9 | 6 60, 604 . 566 | 7 49, 211 - 460 3, 220 
ee . 8, 250 | 146. 4 6 65, 125 . 578 7 52, 956 - 470 3, 780 
i ' ' 
Sources: 


1 1929-56, Pulp, Paper, and Paperboard Subdivision, Forest Products Division, 1960-65, Office of Business 
Economics. 

2 Based on Bureau of the Census data on population, 21 years and over, excluding Armed Forces overseas. 

3 Editor and Publisher. 

¢ Calculated from population and circulation data. 

5 1929-56: Media Records. 1957, 1960, 1965: Office of Business Economics. 

8 ee by Printing and Publishing Industries Division. 

7 Revised. 


Prepared by Printing and Publishing Industries Division, BDSA, U. 8S. Department of Commerce, 
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TaBLzE 5.—Ratios in total advertising dollar volume 








i 
Newspaper 
Television Radio (per- | Newspapers | advertising 
Year (percent) cent) | (percent) dollar 
| volume 
(millions) 
sic cetecsets Sab taabae phase wyehun (1) 6.7 45.1 762. 1 
On ne castle (4) 6.4 44.4 843. 5 
ck a i ae el a eae (1) 7.9 42.1 872.6 
Ree ewe ede ent en icnetic (1) 8.4 41.1 782. 4 
ain selene dceetabas ie ins 0) 9.3 | 40.1 793.0 
a fae cee (1) 9.7 39.0 815.4 
Ok ee a Sacha (1) 11.1 | 37.8 844.4 
ck oes : : (1) 12.1 | 37.0 797.5 
| SES ee ae nea (‘) 12.6 | 40.1 899. 9 
i ee 5 See (1) 14.4 | 32.6 888. 0 
gh eg : ; (1) 14.7 | 32.0 921.4 
oo a ; SS, (1) 13.5 | 34.4 1, 158.3 
te : (1) 11.9 | 34.6 1, 475.0 
So ais 428 ee ; (1) | 11.5 | 36.0 1, 749. 6 
Rat ctcnetone scaees 1.1 11.0 } 36.6 1, 915. 7 
1950_- 3.0 10. 6 | 36. 4 2, 075. 6 
1951__ 5.2 9.4 | 34.8 2, 257.7 
1952__ 6.3 8.7 | 34.6 2, 472.8 
Saar 7.8 7.9 34.1 2, 644.8 
ae 9.8 | 6.9 | 33.0 2, 695.3 
1955 11.2 5.9 | 33.6 3, 087.8 
1956 2 12.2 | 5.8 | 32.7 3, 235.6 
a 12.6 | 6.2 | 31.9 3, 325.0 
' 





! Television as an advertising medium was introduced in 1949. 
? Revised. 
4 Preliminary. 


Source: Printer’s Ink. 
Prepared by Printing and Publishing Industries Division, BDSA, U.S. Department of Commerce. 


CONSUMPTION OF PRINTING AND FINE PAPERS BY THE PRINTING AND 
PUBLISHING INDUSTRIES 


The Census of Manufactures, last taken for the year 1954 and next 
scheduled for the year 1958, provides the only comprehensive data 
on consumption of printing and fine papers in the printing and pub- 
lishing industries. For the years between, trends can only be esti- 
mated, based on changes in total apparent consumption of these 
grades and related to factors affecting paper usage in the consuming 
industries. 

Total apparent consumption of printing and fine papers in 1956 was 
9.6 percent higher than in 1955. In 1957 it dropped 5.5 percent 
below the 1956 level. The 1957 decline suggests that there was a 
comparable drop in tonnage going into books, periodicals, and other 
printed matter. If, however, the 1956 total includes some inventory 
accumulation by consumers and paper merchants, the actual tonnage 
used by printers and publishers in 1957 may have equaled or exceeded 
their 1956 usage. 

Periodicals (consumer magazines, farm publications, business 
papers, scientific and technical journals) account for the largest ton- 
nage of printing and fine papers used in the printing and publishing 
uidustries, about 34 percent, based on 1954 patterns of usage. 
Hooks account for another 10 percent. The remaining 56 percent 
goes into a wide variety of printed products whose individual con- 
sumption of paper is either impossible to segregate or constitutes a 
very small percentage of the total. For convenience, these products 
are considered as an entity, here called “commercial printing,” 
although they include a wide range of consumer items (greeting 
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cards, maps, diaries, sheet music), as well as printed advertising of 
various kinds and many products used in business, industrial, and 
governmental operations. 

Circulation and advertising are the principal factors affecting the 
amount of paper used by periodicals. Consumer magazines account 
for the major portion of the periodical tonnage, and changes in their 
circulations and advertising are especially useful indicators of trends 
in paper consumption. 

The Magazine Advertising Bureau tabulation of circulations of 277 
general and farm magazines belonging to the Audit Bureau of Cir- 
culations shows a decline of 2.4 percent for the last 6 months of 1957, 
compared with the last 6 months of 1956. Subscription copies were 
up 1.1 percent, but single-copy sales, about 38 percent of the total, 
were down 7.5 percent. The fact that the total decline was small and 
entirely in single-copy sales suggests that publishers’ print orders— 
and hence paper consumption—may not have been affected. 

It should be pointed out that the 1956 tabulation includes 3 maga- 
zines with combined circulations of over 10 million copies per issue 
which discontinued publication late in that year. More than half of 
this loss was made up in increased circulations of other magazines 
included in the 1957 compilation. 

The issuance of a number of new titles in 1957, including several of 

eneral appeal, as well as a much larger number of special-interest 
Ceoleais and professional publications, indicates that the market for 
periodicals is still expanding. 

Total advertising linage of some 150 consumer magazines dipped 
slightly in 1957, being not quite 1 percent below the 1956 figure. 
Linage of a representative group of farm publications dropped almost 
5 percent. The 300 business papers covered by the Industrial 
Marketing magazine monthly survey showed a gain of 2.7 percent 
in linage. 

Expenditures for advertising in various mediums are shown in 
table 6. Total dollar volume of periodical advertising continued 
upward in 1957, although regionally circulated farm publications were 
down 5.6 percent. Consumer magazines gained 4.4 percent, while 
business publications went up 6.9 percent, for a combined gain in 
dollar volume of 5.4 percent. 

A measure of paper consumption in books is provided by the 
monthly index of book manufacturing activity, covering the output of 
21 firms, which is published by the magazine Book Production. Units 
cased in during 1957 were 0.6 percent below the 1956 total, as a 
result of a substantial drop in the last quarter. For the first 9 months, 
1957 production was 5.3 percent ahead of 1956’s record output. The 
a total, 201,666,200 units, was 11.3 percent higher than the 1955 
total. 

Publishers’ sales of books have been rising steadily for several 

ears. Total dollar sales of all types of books covered by 2 annual 
industry surveys were 13.4 percent higher in 1955 than in 1954, and 
14.7 percent higher in 1956 than in 1955, an annual rate of growth 
more than twice that disclosed by the Census of Manufactures for 
the period 1947-54. Comparable industry data for 1957 are not yet 
available, but the rise in dollar volume is expected to continue. 
Trends in trade sales are indicated by an American Booksellers 
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Association survey, which showed an average 9.2 percent increase 
in total sales (books and other items) of 200 retailers. Book exports 
in 1957, as compiled by the Bureau of the Census, were up 20 percent 
in units over 1956, 18 percent in dollar volume. The probable rise 
in text and reference book sales may be gaged by 1957 fall school 
enrollment figures. Total enrollment was 41,166,000, according to 
&@ census survey, an increase of 4.6 percent over 1956. Enrollments 
in colleges and professional schools rose 8.8 percent and for the first 
time topped 3 million. 

For the other consuming area, commercial printing, no data are 
available that might be related to paper consumption. 

The general level of business in 1958 will, of course, affect sales of 
books, periodicals, and other printed matter. Total expenditures for 
advertising are expected to rise, and the mediums using printing and 
fine papers—periodicals, direct mail, outdoor, and point of purchase— 
should maintain their relative shares of total advertising volume. 

Reading is an inexpensive pastime, as well as a means of self- 
education. Sales of books and magazines should rise in 1958, al- 
though possibly at a slower rate than the average for the last 3 years. 
Books, with steadily expanding foreign sales and a large and assured 
market in schools and libraries, are in a particularly favorable position. 
The climate is also favorable for the growth of specialized periodicals, 
both those addressed to a general audience and those directed to 
business, professional, and technical interests. 

Our rapidly increasing population (the net gain for each of the last 2 
years was 3 million) ; steadily expanding school enrollments; the risin 
level of education and the need for continued study after forma 
schooling ends—all are widening the market for books, periodicals, and 
other printed matter. Added stimulus is provided by scientific and 
technological developments of epic proportions. 

Undoubtedly the expanding market for printed matter will result 
in increased consumption of printing and fine papers. It is difficult, 
however, to estimate the prospective increase in tonnage because of the 
growing tendency of the consuming industries to shift to lighter 
weight papers and smaller sheets in order to reduce transportation, 
storage, and production costs. 
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IV. Unrrep States Wooprutp PRopucTION AND CONSUMPTION IN 


Woodpulp production by United States mills in 1957 totaled 21.8 
million tons, a decline of only 323,000 tons (1.5 percent) below 1956. 
This comparatively good output record was due to a drop of 231,000 
tons in United States imports, a gain of 97,000 tons in exports, and 
a tendency by some paper and paperboard consuming mills to use 
richer woodpulp furnish with less secondary fibers such as wastepaper. 
Actual reported consumption of woodpulp by United States consuming 
mills for all uses in 1957 was 23.4 million tons, a decline of 481,000 tons 
(2.0 percent) below 1956. Actual consumption of woodpulp by paper 
and board mills in 1957 was 22.5 million tons, 448,000 tons (2.0 
percent) less than in 1956. 

Two grade groups of woodpulp showed moderate production 
increases in 1957 over 1956: dissolving pulp output at 1.0 million tons 
was up 67,000 tons (7.1 percent); and semichemical pulp at 1.6 
million tons was up 24,000 tons (1.6 percent). All other grades showed 
decreases, as follows: white pulp 1957 production at 7.3 million tons 
was down 4,000 tons under 1956 (0.06 percent); unbleached sulfate 
pulp at 7.7 million tons dropped 314,000 tons (3.9 percent); ground- 
wood pulp at 3.0 million tons declined 44,000 tons (1.4 percent); and 
other pulp at 1.3 million tons was down 52,000 tons (4.0 percent). 
As may be noted from the above data, the major decrease was in 
unbleached sulfate pulp, due largely to the drop in demand and 
production of coarse papers in 1957. 

Imports of woodpulp in 1957 totaled 2.1 million tons, a decline 
of 231,000 tons (9.9 percent) below 1956. Canada was the major 
supplier (1.8 million tons) while overseas sources shipped 266,000 
tons. All important grade groups of woodpulp showed moderate 
decreases in 1957, the largest drop of 115,000 tons being in white pulp. 

Exports of woodpulp totaled 622,000 tons in 1957, a gain of 97,000 
tons over 1956 (18.5 percent). Dissolving pulp exports totaling 
250,000 tons in 1957 gained 53,000 tons (26.9 percent) over 1956 and 
unbleached sulfate pulp at 186,000 tons increased 145,000 tons 
(353.7 percent). White pulp exports, at 181,000 tons declined 99,000 
tons (35.4 percent) from 1956. 

Actual consumption by principal grade groups of pulp in 1957, as 
reported by consuming paper and board mills, discloses that white 
pulp at 8.5 million tons dropped 101,000 tons (1.2 percent) ; unbleached 
sulfate at 8 million tons declined 239,000 tons (2.9 percent); ground- 
wood at 3.2 million tons receded 66,000 tons (2 percent) ; semichemical 
at 1.6 million tons gained 13,000 tons (0.8 percent); and other pulp 
at 1.3 million tons dropped 55,000 tons (4.2 percent). The variations 
between reported actual consumption and calculated apparent con- 
sumption reflects a decrease in domestic woodpulp inventories during 
1957. 

WOODPULP CAPACITY—REVISED DATA FOR 1958-60 


On April 23, 1958, the United States Pulp Producers Association, 
Inc., released the results of their latest annual woodpulp capacity 
survey. Table No. 10 shows capacity data for 1955 through 1960, 
together with the revisions made for 1958 and 1959 compared with 
their survey of the previous year. 
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The association uses the word “stated” with reference to annual 
capacities in their current survey, with some additional explanation 
beyond that used a year ago. Fundamentally, however, the new 
revised data for 1958-60 are basically comparable with the data for 
1955-57 obtained from previous surveys. The current definition is 
as follows: 

“Stated” annual capacities are the maximum tonnages of grades 
and qualities considered normal, that would be produced to meet 
full demand, assuming no unscheduled shutdown of facilities. 
“Stated” annual capacities accordingly make no allowance for 
time lost due to strikes, power failures, water shortages or other 
emergencies beyond the control of management. While “stated’’ 
annual capacities are often achieved for relatively short periods, 
they have never been achieved for an entire calendar year. 

Total annual capacity, for each mill, is its reported daily 
capacity multiplied by the number of days of scheduled operation. 
New capacity installed in a given year is included only for the 
number of days that the new facility could operate within that 
calendar year. 

Grade capacities.—Total annual capacities have been divided 
into grade capacities in accordance with the reported planned 
use of total facilities. 

No revisions in the capacity data for 1955, 1956, and 1957 were 
made in the figures presented in the basic report, Pulp, Paper and 
Board Supply-Demand. 

For the year 1957, total stated woodpulp capacity was reported as 
26,200,000 tons, whereas total domestic output was 21,808,000 tons. 
Thus, 1957 actual production represented operations at 83.2 percent 
of stated capacity. This compares with a maximum operating rate 
of about 94 percent of nunen capacity in the best previous year. 
The United States Pulp Producers Association states: 

“Practical” annual capacity can be estimated, for purposes of 
supply-demand studies, by examining operating rates for years 
of full operation. For such years, the highest operating rates 
achievable, on a calendar vear basis, have been as follows: 
Chemical woodpulp, 97-98 percent of stated capacity; ground- 
wood, 84 percent of stated capacity; total woodpulp, 94 percent 
of stated capacity. 

For the year 1958, the basic Pulp, Paper, and Board Supply- 
Demand report projected required United States production of wood- 
pulp, on the growth trend basis, at 23,900,000 tons. With stated 
annual capacity for 1958 reported at 27,700,000 tons, the operating 
rate would be 86.3 percent. As pointed out in the foreword of this 
report, it is unlikely that actual demand in 1958 will equal the pro- 
jected data for 1958. 

The revised 1958 total woodpulp stated capacity is more than 
500,000 tons less than reported in the previous capacity survey made 
a year earlier. The United States Pulp Producers Association refers 
to two factors which account principally for the reduction in the 
capacity estimates, namely: 

(1) Voluntary or involuntary delays in the completion of 
expansion programs. 

(2) Changes in the stated capacities of existing facilities. A 
number of companies have revised their stated capacities down- 
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ward, reflecting, perhaps, increased emphasis on quality and the 
end of a period of forced-draft operation. 

The revised capacity figures for 1960 do not represent annual 
capacity for the year 1960 but rather capacity as of January 1, 1960. 
However, on this basis, total stated pulp capacity is expected to be 
28,800,000 tons compared with projected required domestic woodpulp 
production of 26,200,000 tons. Provided these figures materialize by 
1960, the indicated operating rate for 1960 would be 91.0 percent of 
capacity. The Department of Commerce, at this time, sees no 
reason for revising its projected estimates of pulp, paper, and board 
demand for 1960 or 1965. 








c 
N 


PULP, PAPER, AND BOARD SUPPLY-DEMAND 























“9010MIMIOD Jo JUeITZIBdeq *§ "On ‘VSad *AreuyooTe1d 

*UOISTAIG] S}ONPOIg 4S010Oq ‘woystAtpqng preoqiedeg pue ‘iedeg ‘ding aq. poredolg L961 “POSTAGI QCBI PUB GOBT ‘STBI07 07 pp¥ yOu ABUT [[ejJep ZU]pUNOI 03 eENnq—'ALON 

| | 
z 08 ZOE 002 ‘T 002 ‘T 008 ‘T 00F ‘T 008 ‘T 008 ‘T | #9 ‘TI 908 ‘T —s. fees eae 210 
I eg * OL | 006 % 008 ‘T 002 ‘T 008 ‘T 009 ‘T OOF ‘T 12¢ ‘I L¥9 ‘I yd Wd ce otk Nie ae [soy We qoTaIeg 
8°lZ¢ 9°¢S 008 ‘F 002 “6 002 “F 0OI “+ 002 ‘ 009 ‘ 166 % TO ‘ a 4 Went tte oro “*""pooM puno.if) 
8 ZE 0 ‘FE | 009 ‘OT 002 ‘OI 006 ‘8 000 ‘6 00F ‘8 00% ‘8 029 ‘2 #86 ‘2 699 Z Fo Og tee ie oyeqdins peqovequy 
81g I 6P OOT ‘IT 006 ‘OL 002 8 009 ‘8 008 “2 008 ‘2 808 ‘2 Ze ‘2 029 '9 a pat . dind 931y 
ceslenine dileaiciiainindsipitg:Maiatontiaiclal aamcipeummpaia $< | $$ _ | —___|__ piano M seit senna 
bbP L‘It | 009 ‘08 006 6c | 006 ve 009 “6% 008 ‘2Z 009 ‘22 008 “0z O6T ‘TZ ek ee MRP TEE [8303 ‘sopeiz rodeg 
£°16 £°16 008 ‘I 008 ‘T 008 T 008 'T 002 ‘T 002 ‘T 800 ‘T 166 £86 ee neon ae nee er 
b ‘OF 2 eh | 00+ ‘Ze | 002 ‘Te 002 ‘92 006 ‘ % 006 ‘8% | 008 ‘ez | 808 ‘IZ T&I 2 OFL ‘02 SS ee a ra 
iittiaionetinaitaian side itinpnatitediin aatiesibdiicapathinitiintiaadeaniemaiibead e : ai senlhelibltshibhintbaliale jiallaenibesenini tecnica scsccainiehhenlibanstl di latica eiesdidsis Sncdiincnihacisemicitilgmada eaeideD at tie Sateen = 
stseq purr siseq puss} siseq puel} sjseq pudl} 

qyMOIp STSBq F961 qMolpyy | siseq Po6T YIMOIp) SIseq P61 qyMo1f) s}seq P96I 

al ea a sa I nM ee a ie a L961 996I A 

a8 S96T 096T 8o6T m9}] 

9961 1940 
COG ‘OSReIDUT JUI019g =| oe Sa ee ee ed Peo ee | —" —— e 
(uoT}ONpoid saje1g peu posynbel) puvulep oN | jenqoy 
| | 





[smo j1048 puvsnoy,L] 


o96T pun ‘O96 ‘896I ‘pasinbas S,c6], pun ‘9ce6] ‘Seger “yonjan ‘uouonposd sajnig pajyiusyy) :djndpoo4—*) a1av 
P 961 *t P 1j7onp S payuy) -ajnapoo4—'L L 





PULP, PAPER, AND BOARD SUPPLY-DEMAND 


*Q0IGUIUIOD Jo JusTUIIBdaC *s 
*‘NOISJAIC, SPONPOIg 4se10q ‘uO[sTAIpqng pivoqiedeg puB ‘iedeg 


*AIBVUTUT [Ol 


LS6I “POSTAOI QCEI PUB SCEI *s[BI02 09 ppB jou ABUT [Ie}J0p Zu;puNol 0) on”qQ—'SLON 





“8 ‘Oo ‘vsdd 
‘ding Aq poisdeig 


Su0} 000'ROT 0} pozUNoWs 





d 


"1661 Ul SUOI N00 








oyyduinsuos yueisddy 


[ PUB Sog6T Ul SMO} OOO'IIT ‘S961 UT 
1yM dnd opeis seded jo sasn sadeduou opnyouy jou se0q ¢ 


*so[qv} 10430 UT 


Zurivedds uoydurnsuod yussedde 04 opquaeduroo A]}OVXe you UO}JduINSUOD pezZIOdey ,; 




































l | l | 
0 ‘0€ 0°08 002 ‘T 002 ‘T | 006 ‘T | OOF ‘T 008 ‘T | OOF ‘'T £92 ‘T | ~~~ L930 
829 9 ‘FI 00F ‘% 008 ‘T 002 ‘T | 009 ‘T | 009 ‘T 00F ‘T | #89 ‘I ~~" TROyUIETOTUIEg 
8 ‘Fe : 000 ‘¢ 006 ‘F 00? ‘F 008 ‘F | 006 ‘E | 006 ‘& | SOT‘ | ~">" =~ pooMpunolf) 
£1e , 008 ‘OT 006 ‘OT OOT 6 002 “6 | 009 ‘8 009 ‘8 | 286 ‘2 | ayeydins poyovelquy) 
o bP 00F ‘ZT 008 ‘ZI 006 6 | 006 ‘6 | OOT 6 00T ‘6 | 08 ‘8 dnd 931q A\ 
6 ‘OF 008 ‘Ze 009 ‘TE 009 ‘92 | 008 ‘9z 008 ‘bz | 006 ‘bz | 69% ‘zz ~~", [8303 ‘sopei3 s9edeg 
2°98 002 ‘T 002 ‘T 008 ‘T 008 ‘I 002 ‘I | 002 ‘T 88 ¢ BUTAIOSSIC] 
9 ‘ZF L'6& 000 ‘Fé 008 ‘Ee | 008 ‘Lz | 009 ‘22 002 ‘9z | 009 “Sz 98 ‘8S | SLE ‘% g 1830} ‘dindpoo A, 

| | | 
sjseq puol} siseq pues} siseq puel} siseq puel} 

qyMolp SISeq F96T qiMnoip SISBq 96T qIMoip SISBq $961 WIMoi1p SISbq FC6I 
L961 9961 So6I 
S961 | 096T 861 | sepelp 
996T 1040 | | | 


CO6I OsBeIDUT 4U2019g 


woT}duINsu0d OT}seuIOp 10} poNbery 1 [enjoy 


{[st04 4104s puesnoy,L]) 











9961 ‘O96T ‘8961 ‘pasnbas fZ067T pun ‘99671 ‘e96T ‘jonjIn ‘uoydiwunsu0d sanjig payiusy)—djndpoo 4,—'g ATAV, 





PULP, PAPER, AND BOARD SUPPLY-DEMAND 31 


TaBLeE 9.—Woodpulp: United States production, imports, exports, and apparent 
consumption, 1955, 1956, 1957 











(Thousand short tons] 
Imports Markets 
United 
Grade | States New Apparent 
| produc- From From supply nited 
| tion Total Canada | overseas Exports | States 
| consump- 
| tion 
| 
Total woodpulp: | 
We. se ees 20, 740 2, 214 1, 865 349 | 22,954 631 22, 323 
iced acacinsteiheaec eancuiacsil 22, 131 | 2, 332 1, 955 377 2A, 463 525 23, 938 
REDE RSet 21, 808 2, 101 1, 835 266 23, 909 622 23, 287 
Dissolving pulp: 
Plc onssepesbedatebeces 983 208 SE loiaavunadn 1, 191 194 997 
itn kemicncinannadies 941 174 | ee 1,115 197 918 
Diet nntmaeenehbdmhinwane 1, 008 | 127 SO lascmnsall 1, 135 250 885 
White pulp: | 
SR 6. c5.ch ens eek ok 6, 620 | 1, 458 1, 263 195 8, 078 325 7, 753 
UR cacxmasiesubent act | 7, 312 1, 568 1, 342 226 8, 880 280 8, 600 
BOE st uisiaecdnainion came 7, 308 1, 453 1, 285 168 8, 761 181 8, 580 
Unbleached sulfate: | 
Pi oadpaeaateaetabaks | 7, 664 282 165 117 7, 946 103 7, 843 
Michicctineunaidsasébeee ! 7, 984 304 | 185 119 8, 288 41 8, 247 
I cineca aaa akin : 7, 670 | 278 199 7 7, 948 186 7, 762 
Groundwood: } 
Se ike ‘ 2, 729 | 254 221 33 SUEY bene shtatinnaed 2, 983 
TU... incncdenacticceast 271 | 246 | -_) Seep 4a. | 3,312 
PT Ma tcaane kat el 2, 997 | 228 217 | ll ae Lens gsndgue | 3, 225 
Semichemical: | | 
OR 2 debe. A, 200 fo. ote nec ew cas R100 f..54rsence 1, 190 
NOUR s ocxccsevaeds ORE bo ks naan Raiessadareaianen . . RR  ars 1, 547 
1957 jickniaenkaemaea itl GTS [sennsccnee eps ahscccaieataeaees | BOs Bitten aaada 1, 571 
Other pulp: | | 
Pic. dobdbaveakcies soap liane 12 8 | 4 1, 566 | 9] 1,557 
EA ae 1, 306 15 8 | 7 | 1, 321 7 1,314 
|: ETE - 1, 254 15 7 8 1, 269 5 | 1, 264 
! ' 











Note.—New supply equals production plus imports. Apparent consumption equals new supply minus 
exports, no inventory adjustment. 1955 and 1956 revised. 1957 preliminary. 

Source: Bureau of the Census. 

Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, U. 8. Department 
of Commerce, BDSA. 


TaBLE 10.—Woodpulp—Revised United States stated annual capacity, 1955-60 
[Thousands of short tons] 

















! 1 
1958 | 1959 | 
' Se | 
Grade | 1955 1956 | 1957 | Change | | Change | 1960 
Revised from | Revised from 
| | previous previous 
| | survey survey 
Total woodpulp-..-- a 22, 407 | 24,198 | 26, 200 27, 700 —500 28, 400 | —500 28, 800 
I Sh ee oe | 1,078 1,119 1, 200 > | ee aa 1, 300 —100 1, 400 
Wee EE Fc cu ccwatcscnsed 7, 018 7, 665 8, 400 De 9, 400 +100 9, 500 
Unbleached sulfate.........- 7, 848 8,069 | 8, 700 9, 300 —100 9, 300 | —100 9, 500 
Ground wood___............. 3,327 | 3,650 | 4,000 4, 100 —100 4, 300 | —100 4, 300 
Semichemical.-............ .| 1,623} 2,070 2, 400 | 2, 300 —200 2, 300 | —300 2, 300 
ME WS cctcdccccdsaiesnns 1,513 | 1,625 | 1,600 | OO iicedanwce DOP Lccscvcias } 1,800 
| | | 


1 Data for 1960 as of Jan. 1. 
2 White pulp includes sulfite, bleached and semibleached sulfate, and soda pulp. 


Norte.—Due to rounding, detail may not add to totals. 
Source: United States Pulp Producers Association. Revised data for 1958, 1959, and 1960 released as of 
Apr. 23, 1958. 
repared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U. 8, Depart- 
ment of Commerce. 
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V. Frsrous Raw MaTeriats CoNsuMPTION IN 1957 


The decline in 1957 woodpulp and paper and board production, 
as reviewed in the previous sections, accounts for the 1957 decreases 
in consumption of pulpwood, w astepape r, and other fibrous materials 
such as rags, straw, cotton linters, and bagasse. 

Total pulpwood consumption in 1957 was 35.7 million cords, or 
87,000 cords (0.2 percent) below 1956. Wastepaper consumption at 8.4 
million tons discloses a drop of 391,000 tons (4.4 percent). Consump- 
tion of other fibrous materials, such as rags, straw, cotton linters, and 
bagasse, amounted to 1.1 million tons, a decrease of 126,000 tons 
(10.0 percent). As previously mentioned, the growing competitive 
situation in 1957 caused some mills to upgrade their products through 
a richer woodpulp furnish, thereby resulting in a lessened demand for 
wastepaper. 

During the past 10 years, total pulpwood consumption by United 
States woodpulp mills has grown from 19.3 million cords in 1947 to 
35.7 million cords in 1957. During this period there has been a not- 
able gain in the use of hardwood species, largely second-growth timber, 
of which there are vast resources, especially east of the Great Plains. 
In 1947 consumption of hardwood pulpwood was 2.5 million cords, 
representing about 13 percent of total pulpwood used, whereas in 1957 
consumption of hardwoods was 6.3 million cords or nearly 18 percent 
of the total. From 1947 to 1957 the utilization of hardwoods for 
pulpwood increased about 150 percent. 


TaBLE 11.—Fibrous materials, consumption, actual, 1955-57; estimated 1958, 1960, 








and 1965 
| Actual | Estimated 
] a | _ 
1958 | 1960 | 1965 
Item Spec aaiteedg aciaacectea dtaiadan tate cance Tae 
1955 1956 1957 | 
1954 |Growth! 1954 |Growth| 1954 |Growth 
| basis | trend | basis | trend basis | trend 
basis basis basis 
sisi sae nlite cA escent aca canst coenctabs 
Pulpwood__.._. 1,000 cords__| 33,356 | 35,749 | 35,662 | 38,700 | 38,900 | 42,200 | 42,500 | 52,000 52, 800 


Waste paper__-__- 1,000 tons..| 9,041 8,836 | 8,445) 9,600) 9,500 
Other fibrous material ! | 
1,000 tons_.| 1,340 1,254 1,128); 1,300 1,300 | 1,600; 1,500| 1,900 1, 700 

' ' i 





1 Includes rags, straw, cotton linters, bagasse, etc. 


NoTE.—1955 and 1956 revised. 1957 preliminary. 


Prepared by Pulp, Paper and Paperboard Subdivision, Forest Products Division, BDSA, U. 8. Depart- 
ment of Commerce. 


TABLE 12.—Ratios of wastepaper consumption to total apparent supply ! 


Total paper | Wastepaper | 








Year and board | consump- Utilized 
supply | tion 
a — - _ — | 
Millions | Méillions 

of tons of tons Percent 
Ne ciica > dics iniinticacctbcsakeasteonioc sates audio ce oakgiceicew waste eae 34.9 | 9.0 25.8 
iia hihs inn tividehancanlaiaheianndtercticuieairaieaaaaane 36.3 | 8.8 24.2 
Sicleniedsibeeciniits davadinshilchca<hiddhsciniss dues sedateediscettaniaie | 35.3 | 8.4 23.8 
Es forage ceeleaacd asia aonaibesedbube adeukdbecmtt neue | 38. 4 | 9.6 25.0 
Saisie el tek vacdicod sien mipsinddukatinsoan we cp tacule Rothiedai ints aaa cceeaiadee | 40.8 10.2 25. 0 
PU iatdadinivccerannkebdudactebibcacotieeuwaees ko acsugigiakeen 48.6 | 12,2 26. : 


: Total apparent supply equals production plus imports minus exports; estimates for 1958, 1960, and 1965. 
NOTE.—1955 and 1956 revised. 1957 preliminary, 
Source: Bureau of the Census data. 


Prepared by Pulp, Paper and Paperboard Subdivision, Forest Products Division, BDSA, U. 8. Depart- 
ment of Commerce. 
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TABLE 13.—Pulpwood receipts—Domestic and imported, softwoods and hardwoods, 
1955-57 


(Thousands of cords '] 























| | 
Receipts Domestic Imported 
Year siimstniacelleienntctiniabbesictalehscatastct Dhoni 
| | 
Total Soft Hard | Total Soft Hard | Total | Soft Hard 
sillier eine |—— ek sited 
ia kadd denciestsdandaplgition dates 32,879 | 27,344 5, 535 | 30,948 | 25, 598 5, 350 1, 931 1, 746 185 
eek asd hithiacatinatacctacaibessas tibdaas 37,176 | 30,878 6, 298 | 35,201 | 29,097 6, 104 1,975 1, 781 194 
FOG acctidus coddcie cules bade 35, 969 | 39, 563 6,406 | 34,135 | 27,970 6, 165 1, 834 1, 593 241 





1 One cord, roughwood basis, 128 cubic feet. 


Source: Bureau of the Census. 


Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U. 8. 
Department of Commerce. 


TaBLe 14.—Pulpwood consumption—Hardwoods and softwoods, 1947, 1954, 1955, 
1956, 1957 


[Thousands of cords] 


| 
1947 | 1954 | 1955 | 1956 1957 ! 
| 








|- 
Item | | | 

| Quan- | Percent! Quan- | Percent} Quan- | Percent! Quan- 

tity |oftotal| tity | oftotal| tity ‘amen tity 





Percent} Quan- | Percent 
|oftotal| tity | of total 
emntinnetbail savin i entgicniil 


100.0 | 29,267 | 100.0 | 33,356 | 100.0 35,740 | 100.0 | 35,662 | 100.0 


BOR WOOE, cidsnencne | 16, 796 86. 8 7 480 83.6 | 27, 728 | 83.1 | 29, 691 83.1 | 29,375 82.4 
Hardwood_........| 2,549 } 13.2 4, 787 16. 4 ; 5, 628 16.9 6, 058 16.9 | 6,287 17.6 
' ' 








Total pulpwood_ -| 19, 345 




















1 Preliminary. 
Source: Bureau of the Census. 


Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U. 8. Depart- 
ment of Commerce. 


VI. Worup Newsprint SuppLty-DemMaAnp 1956-60 


This study is a reappraisal and extension to 1960 of the world news- 
print supply-demand section of the basic report, Pulp, Paper, and 
Board Supply-Demand, submitted last year. 

Following the technique of the previous study, questionnaires 
were sent in mid-1957 to the Foreign Service of the United States in 
the 63 foreign countries which, together with the United States and 
Canada, account for over 99 percent of the world’s newsprint production 
and consumption. Nine countries were dropped from the previous 
survey because they consumed 1,000 tons or less of newsprint a year. 

The Foreign Service was asked to submit data on newsprint pro- 
duction, imports, exports, and consumption for 1956 and to supply 
estimates for 1957-60. Whereas the previous study covered 1955-59, 
this covers 1956-60. An analysis of the Foreign Service reports 
reveals that there has been little, if any, abandonment of newsprint 
expansion projects that were considered firm enough for inclusion 
in last year’s survey. Thus, for 1958 and 1959 there were onl 
minimum revisions in the total world’s newsprint production aennial 
The estimates of production potential have been based, as before, on 
indicated practical operating levels and include only those planned 
expansions or new mills considered likely. 

In view of the growing surplus in world newsprint capacity as indi- 
cated in this report, there may be some postponement to beyond 1960 
of a portion of the projects planned for operation by or before 1960. 
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For countries heretofore not —— newsprint, little shift in expan- 
sion plans between surveys has been found. 


TOTAL WORLD 


The upward movement of world newsprint consumption continued 
in 1956 but production accelerated at a faster rate and exceeded con- 
sumption by over 100,000 tons for the year as a whole. World ap- 
parent newspr! int consumption in 1956 was 13,505,000 tons, up 742,000 
tons from 1955, while world newspring production i in 1956 was 13 618, - 
000 tons, an increase of 1 million tons over 1955. 

In 1956 the United States accounted for over half the world’s total 
consumption; the United Kingdom was the next largest consumer at 
1,105,000 tons. The western European countries consumed 1,830,000 
tons; Communist countries consumed an estimated 1,090,000 tons. 
The largest tonnage increases from 1955 to 1956 were in the United 
States, up 323,000 tons; United Kingdom, up 115,000 tons; and the 
western European countries, up 139,000 tons. 

The 1 million ton increase in world newsprint production in 1956 
over 1955 was made up largely of the following: Canada, up 278,000 
tons; the United States, up 162,000 tons; northern Europe, up 139,000 
tons; and Western Europe up 185,000 tons. 


TaBLeE 15.—Newsprint—World and United States demand and production 
potential, 1955-60, 1965 


[Thousand short tons] 
1955 | 1956 | 1957 
(actual) | (actual)| 


1958 





World total: | 
Estimated demand__.........-_.-_-- 12, 763 | 13, 505 | 13, 743 


1959 | 1960 | 1965 
| 


| 














14, 261 | 14,691 | 15, 081 (1) 
Production potential. _._...._-- -------| 12,618 | 13,618 | 14,426 | 15,466 | 16,412 | 16,840 (1) 
Indicated deficit or surplus......__-- -| —145 | +113 | +683 |+-1,205 |+1, 721 |+1, 759 (1) 

United States: | | 

Estimated demand for consumption_.....| 6,484 | 6,807 | 26,778 7, 030 7, 180 7, 325 8, 250 
Production potential. -.........-.---- --| 1,458 | 1, 620 | 2 1,804 2,100 | 2,400 | 2,475 2, 700 
Imports (estimated)................--..-- 5, 159 , 569 2 §, 221 5, 080 4, 930 5, 000 5, 700 
Exports (estimated) _..._-_- om | 207 "152 174 150 150 150 150 
Inventory change.................--.... —74 |} +230 S678 hiccn ces | Laces bie | bhi ce ee 


1 Not available. 
2 Actual. 





Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U. 8. Depart- 
ment of Commerce. 


TaBLeE 16.—Newsprint—World: apparent consumption, production, imports, and 
exports, 1956 


[Thousand short tons] 














| Apparent Production | Imports Exports 
| consumption 
NON nS ccncicnnncecdumutos Shee 13, 505 13, 618 \_ 7, 823 7, 681 
oo ee tale Sila sige 6, 807 1, 620 5, 669 | 152 
ee kc ag tana 477 | 6, 469 plea dead | 5, 967 
eee eee oe, Eee 278 | PE Bia neato .| 1, 033 
United Kingdom..............-.--__..-- | 1, 105 | 720 537 152 
| eer ae aS 1, 830 1, 512 548 | 230 
I hc as OS ee a a | 600 77 WE Sinn deactacteue 
Africa_- pAicetanktcanceueertaaneceweie Pei kcikenia eeniateetl | BE nathan cia xcteoiian 
ki cnc vanddakatsancicamaaest 828 609 | 247 28 
a i 372 149 | 255 32 
China, U. 8. 8. R., and satellites............._- | 1, 090 1,151 | 26 87 





Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U. 8. 
Department of Commerce, 
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TABLE 17.—Newsprint, world, estimated demand, production potential, import re- 
quirements and export availability 1957-60 


(Thousand short tons] 























} 
1957 1958 | 1959 1960 
World, total: 
Estimated demand................... cna ciqescgidendesametie 13, 743 14,261 | 14,691 15, 081 
Production pOteneenhs « oicii iio ok sn isicis.. deeidhe~ dade des 14, 426 15, 466 16, 412 16, 840 
I i Sea ee a 683 1, 205 1, 721 1, 759 
United States: 
ON GE iio dtd 55 6 citi ideddetedieoendoos 1 6,778 7,030 7, 180 7, 325 
PO TEI «oo anciccttnndmnenonedwenie taleawional 1, 900 2, 100 2, 400 2,475 
BPR POTE TOG TINO oi ic hse cee ces bdo ncn dd emidudidsssisen, Se 5, 080 4, 930 5, 000 
Export availability_.... Chiinuntiebestecgenestadaianipiads 2174 150 150 150 
Canad: 
Estimated demand_-..............-- biscuit Jididtinnccmmbtites 1 457 500 510 520 
Prod iction potential_-._-- nines tocdbanesip taieted atin aaa 6, 825 7, 275 | 7, 550 7, 600 
POT CU RIIICNNCY oon nb bedi cdcdbbouncnbGhatinlell 2 5, 907 6, 775 | 7,040 7, 080 
Northern Europe: 
TOCINNOU CUI 3 5h cicaccbquecudducwedddbiahasbekil 305 315 330 335 
POU UMEROUh WII. oso ons ncn k sce cunanwscneuaaneee 1, 364 1, 550 1, 680 1, 780 
DNS CIT I oie dcr cccseocumrewaeeeceabiaeanaaolee 1, 059 1, 235 1, 350 | 1, 445 
United Kingdom: 
Estimated demand___...---.. ieee aii eae Si a eT ee 1, 140 1, 150 1,170 1, 200 
EIDE Td TTC. Sonn ect sc dubdactcascddunadisbdeddadain 750 750 800 850 
RIE DONO oii: d dite ck chap catecetecntaialacindbianas «4 540 550 520 500 
PE BP ITI Ds sind an 4. acwcdproinaceennnioineedauianimaenaae 150 150 150 150 
Western Europe: 
pa a a a slp Mid si 1, 928 1, 969 2, 047 2, 108 
POUIGtT tl SIOUUNIENEE. nnn waned an didccebalondees bi ebbae a } 1, 521 1, 562 | 1, 620 1, 665 
Renan PemmnOtNI oa cides ed xnldgads dencnemnselae | 570 57 597 607 
Export availability.........-- pbiucendieres ktakiniearee eae 163 | 167 170 164 
Latin America 
Estimated demand_-........-- shot coipinintn <p iRiartaleg anemia | 650 | 681 720 753 
Producti°n potential ___- wvinwnaddddatwvedtiinthds 88 120 140 165 
Import requirement-.--- apinis Tins capac Gtnstintphiiatiy ili aiibameiaiag 563 582 602 613 
Export availability.....- s cheats aaaighen pesqceltsapemccgese needa | 1 21 | 22 25 
Africa | 
Be StERONGG IID os noose arntannntscdakeesidiemieeale | 119 } 119 125 127 
Production potential. _.....-- viimcade bisthndtdthenticg leh bs [cto dems fa wtrbdoicc SeAsd de kena S in ethhies 
Import requirement__.....-- ee ee ea ee | 119 119 | 125 127 
Asia | | 
Estimated demand.-._....- kbd enchblicmnbien ducscch 892 | 963 | 1,014 1, 053 
Production potential sacar i ot Seanialiiidiieendal 668 | 729 | 777 805 
Import requirement___-__---- RECESS. Toe SS 240 | 250 | 257 268 
Waeee CVO kisses sivcccinsninacideovncsetbbduamdebebee 16 | 16 20 20 
Oceania | 
Watttpthd: Peli nin nto isasa bh dcs cadena beeeeee 374 | 384 395 | 410 
Production potential_.......- nett wich tes algaeeaikaditin manna) | 155 | 175 185 | 190 
Import requirement hina : sSnupnteinanadenteaaaans 244 249 255 265 
Export availability SESE ee EE 25 | 40 | 45 | 45 
China, U. 8. S. R. and satellites: | | } } 
Retinitis GUO 54.5. 555 co bisdps ada cben ebiseneess 1, 100 1, 150 | 1, 200 | 1, 250 
Pratt DOMINOIAL. «1.15 ~caucneakpndecosonesunaneanl 1,155] 1,205 | 1, 260 1,310 
Retimeated Mhpert@..........-.cschasinnclbe tees ae 25 | 25 | 20 20 
Estimated exports_........- vipe in ib tetcanaaidte tenn oem te 80 | 80 | 80 | 80 
1 Apparent consumption. 2 Actual imports and exports. 


Prepared by Pulp, Paper and Paperboard Subdivision, Forest Products Division, BDSA, U. S. Depart- 
Te } 
ment of Commerce, 


The surplus of world production potential over demand is estimated 
to have risen to 683,000 tons in 1957 and is expected to continue to 
rise to more than 1,750,000 tons in 1960. This growing cushion of 
capacity, representing 11 percent of world demand by 1960, should 
enable producers to meet any unforeseeable surge of demand such as 
that which oecurred in 1955 and 1956. In reviewing the foreign serv- 
ice reports from the 63 countries covered in this world survey, it was 
noted that there was little, if any, abandonment of new projects that 
had been included in the previous survey, even though the reports 
were made in the latter part of 1957, when supplies of newsprint were 
more than adequate to meet world demands. 
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UNITED STATES 


The demand for newsprint in the United States in 1956 caused a 
record consumption of 6,807,000 tons, an advance of 323,000 tons over 
the previous high of 1955. In addition to the record consumption, 
United States inventories of newsprint increased an estimated 230,000 
tons, mainly in the last half of the year, indicating that by then 
supplies were more than able to meet current demands. 

The newsprint industry continued its expansion by producing 
1,620,000 tons in 1956 as ‘compared to 1,458,000 tons in 1955. Im- 
ports of newsprint in 1956 amounted to 5,569,000 tons, with the tradi- 
tional sources, Canada and Finland, supplying 5,258,000 tons and 
160,000 tons, respectively. The balance of 151,000 tons came from 
several countries, most notable of which were Austria (55,000 tons), 
West Germany (19,000 tons), the United Kingdom (18,000 tons), and 
Japan (11,000 tons). 

In 1957 apparent United States newsprint consumption receded to 
6,778,000 tons, a 0.4 percent decline from 1956. United States pro- 
duction, however, rose to the all-time high of 1,804,000 tons, surpass- 
ing the previous record of 1,684,000 tons of 1926. United States mills 
continued to increase their proportion of United States newsprint 
supplies and accounted for 25 percent of total supply, as compared to 
18 percent in 1951. Total 1957 newsprint imports declined nearly 
350,000 tons to 5,221,000 tons, with Canadian newsprint showing the 
largest decrease, 192,000 tons. Newsprint from Finland was down 
14,000 tons and imports from other overseas countries dropped drasti- 
cally to 9,000 tons in 1957 from the 151,000 tons in 1956. The dis- 
appearance of these marginal suppliers was brought about by the 
balancing of supply with demand. United States exports of news- 
print in 1957 amounted to 174,000 tons as compared to 152,000 tons 
in 1956. Latin America and the Philippines continued to take most 
of the tonnage, but Europe and Asia were shipped 22,000 tons and 
17,000 tons in that order. 

United States newsprint production potential is expected to con- 
tinue upward through 1960 when it is estimated to reach 2,475,000 
tons. Accordingly, imports of newsprint may drop to around 5 mil- 
lion tons, as demand is expected to be 7,325,000 tons by 1960 and 
exports 150,000 tons. 

The fourth southern newsprint mill began production in Alabama 
in 1957 and a fifth mill is expected to start operation in Arkansas 
this year. With North American production more than able to meet 
demands, fewer announcements have been made concerning new 
newsprint projects. Trade journals have mentioned a proposed mill 
in Louisiana and possibly in Newfoundland, Canada. The proposed 
Alaskan newsprint mill is understood to be under consideration as 
a pulp mill rather than newsprint. 


CANADA 


Canadian production of newsprint in 1956 was a record 6,469,000 
tons, an increase of 278,000 tons over 1955 production. 1957 pro- 
duction, however, declined to 6,396,000 tons. This decline of 73,000 
tons resulted from a drop of 175,000 tons in exports to the U mted 
States where increased domestic production was used to meet United 
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States demands, a 20,000-ton drop in shipments to Canadian con- 
sumers and increased mill inventories. Offsetting these decreases in 
part were increased overseas exports which rose 110,000 tons between 
1956 and 1957. 

In last year’s report, the Canadian potential annual newsprint 
production for 1957 was estimated at 6,950,000 tons. This level was 
the average of January 1, 1957, and January 1, 1958, capacity as 
reported by the Newsprint Association of Canada. After reviewing 
the data and the individual mill expansions involved in these capacity 
estimates not only for 1957 but through 1960, the Canadian potential 
annual production has been adjusted as follows: 


Tons 


Tons 
sae vena an ORE BIR SSiE ss woe nceecanedans 7, 550, 000 
$e csc deuds osc bot he -'Og ae tS E e Ie s ce a  eech wea  cee a 7, 600, 000 


These adjustments have not been occasioned by deletion of some 
previously included expansion plans; in reporting beginning of the 
year capacity, the Newsprint Association of Canada makes allowance 
for expected increases due during the forthcoming year from new 
machines, but does not include additional capacity to be obtained 
from speedups, modernization, et cetera. The above revised figures 
take into account these factors. In 1960 the potential annual produc- 
tion is January 1, 1960 capacity, as no estimates beyond that date are 
available. 

The 1960 Canadian newsprint production potential of 7,600,000 
tons is 1,131,000 tons above the 1956 record production of 6,469,000 
tons. Canada’s demand for newsprint in 1960 is estimated at 520,000 
tons, a rise of 63,000 tons over 1957 consumption. This would leave 
as available for export 7,080,000 tons, an increase of 1,173,000 tons 
over actual 1957 exports. With an estimated world newsprint 
surplus of 1,759,000 tons by 1960, Canadian mills, like others in the 
export market may have to curtail production below capacity levels. 
Indicative of the surplus position in which newsprint producers have 
been, and are currently, is that while 1957 Canadian production 
potential was 6,825,000 tons, actual production was 6,396,000 tons. 
In 1957 the Canadian newsprint industry operated at an average of 
94.7 percent of January 1 capacity. During the first quarter of 1958 
Canadian newsprint mills have operated at 85.7 percent of January 1 
capacity, according to the Newsprint Association of Canada. This 
lowered operating ratio is due to a combination of two factors; (1) the 
increased capacity developed after years of planning when demand 
caused production to run above 100 percent of capacity, and (2) a 
concurrent decline in demand for Canadian newsprint by its principal 
market, the United States. The standby capacity will enable 
Canadian producers to meet for at least the next few years any 
sudden upsurge in demand by not only their United States customers 
but in other world markets as well. 


NORTHERN EUROPE 


The expansion of newsprint production facilities in northern Europe 
which began in 1955 is expected to continue until 1960 under present 
plans and would add about 600,000 tons by then. Production of 
1,311,000 tons in 1956 was nearly 140,000 tons over 1955. By 1958 
the production potential is expected to reach 1,550,000 tons and be 
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1,780,000 tons by 1960. As northern Europe exports about 90 per- 
cent of its newsprint production, the continuing worldwide surplus of 
newsprint could cause actual production to fall below capacity as it 
has in early 1958. 

Finnish newsprint mills plan to increase their capacity to about 
880,000 tons by 1960, a rise of 227,000 tons over 1956 production of 
653,000 tons. No additional expansions are planned for Norwegian 
newsprint mills, which produced 201,000 tons in 1956, but moderniza- 
tion may add another 30,000 tons by 1960. Sweden plans an addi- 
tional 200,000 tons of capacity by 1960 when its production potential 
will be 670,000 tons as compared to actual production of 457,000 tons 
in 1956. 

UNITED KINGDOM 


The apparent consumption of newsprint in the United Kingdom 
during 1956 was 1,105,000 tons; 1957 consumption, originally ex- 
pected to rise 100,000 tons, probably rose no more than 50,000 tons. 
Estimates of de mi and during 1958-60 have been lowered from the pre- 
vious level. of 1,350,000 tons by 1959 to 1,200,000 tons by 1960. The 
lower figure refle cts a current reappraisal of possible demand based on 
Foreign Service reports from London. 

United Kingdom newsprint production in 1956 was 720,000 tons. 

By 1960 the production potential should reach 850,000 tons if 
expansions now underway or planned materialize. As in the past, 
Cinada and Scandinavia will continue to be important newsprint 
suppliers to the United Kingdom, but with domestic production 
increasing, imports should level off at about 500,000 to 550,000 tons. 
Exports of about 150,000 tons a year are expected to continue. 


WESTERN EUROPE 


The apparent consumption of newsprint in Western Europe in 1956 
was 1,830,000 tons, an increase of 140,009 tons over 1955 cons sumptit yn, 
and 70,000 tons more than the demand estimated in last year’s basic 
report. Accordingly, demand estimates have been adjusted upward 
for 1957, 1958, and 1959 by an average of 60,000 tons a year so that 
by 1960 western European demand for newsprint could reach 
2,108,000 tons. 

Newsprint production in Western Europe in 1956 was 1,512,000 
tons, a rise of 185,000 tons over 1955 that was due mainly to increases 
in Austria, West Germany, and Italy. The production potential by 
1960 is estimated at 1,665,000 tons, better than 150,000 tons above 
1956 production. This increased capacity will result primarily from 
expansion now underway in Belgium and the Netherlands, as well as 
additional capacity due in Italy. Portugal recently established a 
25,000-ton mill which should gradually reach full operation by 1960. 
With world supplies of newsprint expected to be plentiful, both West 
Germany and Austria probably will discontinue newsprint production 
on some machines that converted to newsprint during the 1955-56 
shortage. Indicative of this shift is the virtual cessation of exports of 
newsprint from these countries to the United States in 1957, whereas 
in 1956 nearly 75,000 tons were shipped to the United States. 

Imported newsprint received by western European countries in 
1956 amounted to 548,000 tons, while exports were 230,000 tons. In 
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both instances, some tonnage was shipped between western European 
countries, such as the interchange between Belgium and the Nether- 
lands and exports from Austria and the Netherlands to France. In 
1956 western European countries exported 230,000 tons of newsprint, 
of which 84,000 tons went to the United States. With North Ameri- 
can supplies now more than adequate, this short-term market has 
disappeared. Consequently, exports by western European countries 
should decline to an estimated 164,000 tons in 1960, with Austria 
furnishing over 100,000 tons, and Belgium and the Netherlands 
virtually the balance. Newsprint import requirements by 1960 for 
the western European countries are estimated at 607,000 tons, or 
60,000 tons above actual 1956 imports. 


LATIN AMERICA 


Newsprint apparent consumption in Latin America (South and 
Central America and the West Indies) in 1956 was 600,000 tons, an 
increase of 55,000 tons over 1955. The demand for newsprint is ex- 
pected to continue upward at about 30,000 tons a year to 1960, when 
it may reach 753,000 tons. Latin American newsprint production in 
1956 amounted to 77,000 tons or 13 percent of consumption, the bal- 
ance coming from imports. By 1960 the production potential is 
expected to be 165,000 tons or 22 percent of demand. This increase 
will be the result of the new Chilean mill which came into production 
in 1957 and the Mexican mill due into operation in 1958. The 
Chilean mill is now exporting newsprint to neighboring countries. 
Argentina is expected to shift some small tonnage from newsprint to 
more profitable grades during the next few years. There is a con- 
tinuing speculation about other newsprint mills in Brazil, Colombia, 
Cuba, Mexico, and other localities, but they are considered too neb- 
ulous for inclusion in potential production estimates. In any event 
should they materialize, it would be beyond 1960. Imports of news- 
print will continue to be the major source of supply and are expected 
to reach 613,000 tons by 1960. With Chile expected to have 25,000 
tons available for export, the requirements for North America and 
European newsprint could be reduced accordingly. 


AFRICA 


Newsprint consumption in Africa was 118,000 tons in 1956, an 
increase of 12,000 tons over 1955. As no newsprint is produced in 
Africa or any contemplated by 1960, imports and consumption are 
considered equal. The demand for newsprint in Africa by 1960 is 
estimated at 127,000 tons, with Egypt and the Union of South Africa 
continuing to account for about 70 percent of the total. 


ASIA 


Newsprint consumption in Asia, other than China and North 
Korea, amounted to 828,000 tons in 1956, an advance of 37,000 tons 
over 1955, with Japan and India accounting for the major portion. 
The increase in the demand for newsprint in Asia is expected to average 
about 55,000 tons a year until 1960, when total demand is estimated 
at 1,053,000 tons. Japan, currently the largest consumer (544,000 
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tons in 1956) may increase newsprint needs to 700,000 tons in 1960, 
while India’s demand could reach 110,000 tons by then. 

Newsprint is produced in six Asian countries: India, Israel, Japan, 
South Korea, Taiwan (Formosa), and Purkey and totaled 609,000 
tons in 1956, of which Japan produced 572,000 tons. The Asian 
newsprint production potential by 1960 is estimated at 805 ,000 tons, 
an increase of nearly 200,000 tons over 1956 production. ’ Japanese 
expansion should account for 148,000 tons of the increase. India’s 
mill, which began production in 1955 and produced 12,000 tons in 
1956, should reach its full capacity of 30,000 tons by 1960. The one 
paper mill in Israel has increased its capacity to 16,000 tons, but only 
about half will be utilized for newsprint. In South Korea expansions 
call for an additional 20,000 tons by 1960. 5,000 tons of newsprint 
were produced in Taiwan in 1956 and this may rise to 9,000 tons by 
1960. Turkish newsprint production is expected to stay around 
10,000 tons a year 

Only Japan and Israel are self-sufficient in newsprint and expect to 
continue so until 1960. Japan’s production by then is expected to 
make about 20,000 tons available for export. The rest of Asia will be 
dependent upon imports which totaled 247,000 tons in 1956 and should 
rise moderately to 268,000 tons by 1960. Small tonnages of news- 
print are being exported to Asian countries by Russia and China. 
Further offerings may be made as the Communists intensify their 
foreign trade efforts. 

OCEANIA 


The apparent consumption of newspring in Australia, New Zealand, 
and Hawaii in 1956 was 372,000 tons, a drop from 1955 of 12,000 
tons, which was probably due to an accumulation of newsprint stocks 
in Australia. (Hawaii is included in this area because of its far- 
removed offshore position.) Estimated demand for newspring in this 
area is expected to rise to 410,000 tons by 1960 with virtuaily all of 
the increase attributed to Australis, the largest consumer (289,000 
tons in 1956). 

Newsprint production in New Zealand and Australia amounted to 
149,000 tons in 1956 as compared to 85,000 tons in 1955. The advance 
was due to the rise in production of the New Zealand mill from 1,000 
tons in 1955, when it came into operation, to 59,000 tons in 1956. 
By 1960 the New Zealand mill should be operating at its full capacity 
of 100,000 tons, while the Australian mill is expected to continue at its 
current operating level of 90,000 tons. 

New Zealand will probably export 45,000 tons a year to Australia, 
but will also import 20,000 tons annually as a protection against a 
possible shutdown of the mill. In 1956, imports of newsprint into 
Australia, New Zealand, and Hawaii amounted to 255,000 tons. 
By 1960, import requirements are estimated at 265,000 tons, but will 
be offset by the 45,000 tons shipped from New Zealand to Australia. 
Hawaiian newsprint needs are expected to rise only 1,000 tons to 15,000 
tons by 1960. 
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CHINA, U. 8. S. R., AND SATELLITES 


Based on very limited information, it is estimated that apparent 
consumption of newsprint in China, Russia, and their satellites 
amounted to about 1,100,000 tons in 1956, while production is esti- 
mated at about 1,150,000 tons. Based on import and export data from 
other countries, it is estimated that in 1956 China, Russia, and 
satellites imported 26,000 tons and exported 87,000 tons. It has been 
assumed that imports and exports between these Communist countries 
and the free world will continue at about the 1956 levels. Accordingly, 
estimated newsprint demand has been kept at slightly below produc- 
tion levels up to 1960, when demand has been estimated at 1,250,000 
tons and production potential 1,310,000 tons. As mentioned earlier 
concerning Asia, there have been some Communist newsprint exports 
into Asian countries, such as Iran and India and other southeast 
Asian countries, recently. These relatively small tonnages may be 
increased as a part of Russian intensified trade dev elopment. 


TABLE 18.—Newsprint—Northern Europe: Production potential, estimated demand, 
and export availability—actual, 1956; estimated, 1957-60 


[Thousand short tons] 


! 
| 














Total, } 
northern Finland Norway | Sweden 
Europe | 

qpeecem am eee — —— imate Tastee - a — | —__—_ | — 
1956 actual: 

Production : ijihintias Mis 1,311 | 653 | 201 457 

A pparent consu — ehdetasjumaralaits aa 278 | 61 | 32 | 185 

ee 1, 033 592 | 169 272 
1957 } 

PROCMOGION OOMUINE 6 oie ccetieenecmndiinn 1, 364 678 210 476 

Estimated demand ag Wecioaas eee! 305 72 | 40 | 193 

Bape AVOMADIECY ..... cn cbscbeccoccwune | 1, 059 606 | 170 283 
1958 | 

Prodection potential. .......ssdscncenddscucs | 1, 550 800 210 | 540 

Estimated demand_. nusiéaieiedunieees 315 | 70 | 50 195 

PSIG GOIN wisi oon oko cahatndaboens 1, 235 | 730 | 160 345 
1959 } | j 

Production potential_............. iiaseiniaal 1, 680 850 | 230 600 

Estimated demand__.........___- oe iia 330 75 | 55 200 

REpSre SVAIIAY « ...- cccdccnctanammanas 1, 350 775 | 175 | 400 
1960 

Peomietinn NetenO | 5 .oo.3..0 titenkaeded: 1, 780 880 230 | 670 

PeIOINEE AUUINIIIIIL, ss ain nico caditsieeiensdenudiianiel 335 80 | 55 200 

Ie GOTO sina Kise cnctiicnssbaena | 1, 445 800 | 175 l 470 


Prepared by P ik: Paper, and Papert rboard Subdivision, Forest Products Division, BDSA, U. S. Depart- 
ment of Commerce. 





TABLE 19.—Newsprint—United Kingdom: Production potential, imports, exports, 
and demand (apparent consumption)—Actual, 1956; estimated, 1957-60 


[Thousand short tons] 


r 




















Estimated 
| Actual |__ 247 ie i 
| 1956 | 
1957 1958 | 1959 | 1960 
I gail isa ise dae re all Nl eta es 1, 140 1, 150 1,170 1, 200 
Pe EERE... 5: no cssacaniaee eek bneebaeaeen 720 750 750 800 850 
EE i ccpctitecdasncicnians = é is 537 | 540 | 550 520 500 
Ws icesnyanccadcudwcscues 


iatepaiiaaladadadetehatcaeutsied 152| 150 | 180 | = 150 


Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U.S. Depart- 
ment of Commerce. 
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TABLE 20.—Newsprint—Western Europe: Apparent consumption, actual produc- 
tion, imports, and exports, 1956; estimated demand, production potential, imports, 


and exports, 195? 
[Thousand short tons] 

















| Actual, 1956 Estimated, 1957 
Country | | 
j Pro- Im- Ex- Esti- |Produc-|Import | Export 
} duc- ports ports | mated |tion po-|require-| availa- 
tion demand) tential | ments | bility 
Western Europeancountries, | 
total__. : Iecciclh anakcalioas 1, 830 1, 512 548 230 1, 928 1, 521 570 163 
Austria.. : a eae 37 178 141 36 145 109 
selgium__-_. 10 64 55 14 11) 90 4/) 20 
Denmark... 68 68 74 74 
France 623 A064 166 7 639 465 165 
German Federal Republic 428 313 137 22 465 295 170 2 
Greecc 18 1 17 18 l 17 
1 1 1 1 . 
3f 2 34 36 3 33 4 
21 209 13 6 24 221) 2 5 
i 134 125 37 28 150 145 30) 25 
22 i8 ) 19 18 f 4 
48 4() s es 48 4) 8 ‘ 
A 23 21 2 22 22 : 
r we rm i | 1 < 
t ] 1 2 2 oe 
Prepared by P Pay und P I l I n, Forest Products Di 1, BDSA 3. Depart- 
ment of ¢ er 
TABLE aix Ne print W Eurone estimated and 7 mduction é ul, 
mpo and export 1958, 1959 
Estimated 
1958 1959 
Country : . 
I P mport | Export De- |Produc-| Import | Export 
na tion po-\require-| avail mand jtion po-jrequire-| availa- 
tential | ments | bility tential | ments | bility 
Western European countries, 
total__- 1, 969 1, 562 574 167 2, 047 1, 620 597 170 
Austria_. ; ‘ ; 3e 145 109 37 150 113 
Belgium... ae ‘ | 115 100 40 25 120 110 35 25 
0 EEE eee 78 78 80 80 
France. -_- : 640 465 175 | 670 470 200 | . 
German Federal Republic-_---- | 470 290 180 | 480 295 185 2 
Greece..... coo 19 1 18 20 1 19 a 
ad CR Be Eadie Das 3 eee 
Ireland__- oa L 36 5 | i 36 | 6 | 30 | 
Re ss 8 t |} 245) 240} 10 | 5 | 265 | 260 | 10 | 5 
Netherlands. 155 150 30 | 25 160 155 30 25 
Portugal_...._- 25 | 25 | 3 | 3 | 25 | 27 |-. 2 
ee hath ital acai | 48 42 Ridcccsesel 50 46 | 4 
SN MOTUINNN So  ctgce a pccecacn 77 FE bates | eos 78 | oe Fes ; 
Yugoslavia -- JS eg 22 Be tis 22 | 22 |.-. é 
All other western European coun- | | 
ONS ene Eo Se ee Oe. Wb stet i 3 fs 





Prepared by Pulp, Paper, and Paperboard Subdivision, Forest 
ment of Commerce. 


Products Division, BDSA, U. 8. Depart- 
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TABLE 22.—Newsprint, Western Europe: Estimated demand, production potential, 
imports and exports, 1960 


{Thousand short tons} 





Estimated 1960 
Country 


Demand Production | Import re- | Export avail- 
potential quirement ability 






Spain 

Switzerland. 

Yugoslavia -- a! a a 
All other Western European countries 





Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, Business and Defense 
Services Administration, U. S. Department of Commerce. 


TABLE 23.—Newsprint, Latin America; apparent consumption, actual production 


and imports, 1956 estimated demand, imports and production potential 1957, 
1958 


[Thousand short tons] 





Actual Estimated 





1956 1957 1958 
Country 





Produc- Produc 

De- tion | Import} De- tion | Import 
Imports} mand | poten- jrequire-| mand | poten- /require- 
ments tial | ments 


SS |§ | | — | | | | | 














Latin America, total. 650 563 681 120 582 
SN nn a cea 160 142 165 15 150 
Didtuiinditedeasiaak ct Benaeeeee Scenes 5 ORs 
EL setnetdctmbmbennasGs 202 160 217 42 175 
I GU ccudeaccccal 8 |. Beweadaane Pines 1 S ccs 
at 27 4 (1) 27 48 1 (21) 
GN cccusmincceessn |  piéeaae OO 250 33 WR 35 
7 Sree eee |, CE SS 3 Cf ieee 3 Oe 3 
icecmpsicssdadamsasel, , Cb ianadkeas 42 Ce teess ssa 43 ee 45 
DS ci csckidediadich  . @ biacebuns 6 ieacass 10 Re hse li 
a Sa ee | ee 3 Oates 3 SB Rccgees 3 
Pc ndatinekeddicteccnast  \ >a iamandeae 3 ee 4 ot a 4 
Bi Sdintniicsccamateas —“Sebeewdars 74 asc. 77 80 15 65 
ig wacitsanenmaintaduna~° dlc Dnanididhal 2 aE ciiesininin 2 nial 2 
OEE a eR 20 SO Rstncctenaicie 20 Te Senenedes 21 
Trinidad and Tobago.......| | 3 |-...-..-.- 3 Sr Eesonrmenniies 2 Oe ee Rated 3 
WEcccetcaccicttesnssl “S Eimadaane 2 Tet Eevorskoatn 27 Se a etaed 27 
WG cecckcaxadeaes — Be Ruduececs 2 GP isccanase 2B py LE: 23 
All other Latin American 

Ns ca racunancetokss We Tossncinze 14 DO Reancees 8 | 9 





1 Chilean exports. 


Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U. 8. Depart- 
ment of Commerce. 
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TABLE 24.—Newsprint, Latin America: Estimated demand, production potential 
and import requirements, 1959, 1960 


(Thousand short tons] 














Estimated 
= aa 
1959 | 1960 
Country Bai al ar eae 
| 
| Produc- | Import | Produc- | Import 
| Demand | tion po- | require- | Demand | tion po- | require- 
| tential | ments | | tential ments 
| ! 
j Linas | ere 
Latin America, total-_.-._...-.- --] 720 | 140 602 753 | 165 613 
ise inige lied a tataitentngeitnah eisai caste == J 
Argentina.....__-.-__. nae 175 | 15 | 160 | 180 | 15 | 165 
Bolivia. __- a 4 6 | Bites 6 
Brazil = 3 230 | 50 | 180 240 | 55 185 
British Guiana. - -- 1 | i 1 1 | 1 
Chile__- ince ‘ 28 50 | 1(22) | 30 55 | 1(25) 
Colombia 2 38 | 7 38 | 40 | 40 
Costa Rica: : 3 | ‘ 3 4 | | $ 
Cuba_- s 48 | | 48 a | 50 
Ecuador. 12 | 12 13 |_- 13 
Guatemala 3 | 3 4 4 
Jamaica 4 | | 4 4 4 
a os 85 | 25 | 60 | 90 | 40 50 
Panama-..- ae a hacia | 2 3 3 
Peru__- Lee att ees 21 22 | 22 
Trinidad and Tobago : 3 | J 3 | 3 | 3 
Uruguay 27 27 28 | 28 
Venezuela ee 24 | 24 | 2 i.. | 25 
All other Latin American countries_ 10 10 10 | 10 
{ 


1 Chilean exports 


Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U.S. De- 
partment of Commerce. 


TaBLE 25.—Newsprint, Africa: Apparent consumption, 1956; estimated demand, 
1957-60 


(Thousand short tons] 














| 
| Estimated 

Country | Actual a ei aa eee Eee Ss ee i 

| 1956 | 

1957 | 1958 | 1959 1960 

DBI, WM asia sinsssnn ene enneclighioselil 118 | 119 | 119 | 125 127 
RR i ncaeiok Sid bicep aioe ecu Skee odeel 9 | 9 | 9 10 | 10 
MN ici icmet idiom ia atti erst ecisicelgecaaints ~— cael 17 | 16 16 | 17 17 
RS eg ead ae Sr SP Peas a anal 2 2 2 | 2 2 
Kenya and Tanganyika____.__- a 2 | 2 | 2 | 3 3 
Nee natch eee | 5 | 5 | 5 | 5 5 
I So meas eee Ee de an mnietieineiode } 3 3 3 4 5 
DG. 2. hE awe el woe one Mpoweds 5 | 6 | 6 | 7 7 
Tunisia ee: SEN EP ee ee owen eae 2 | 2 a 2 2 
Union of South Africa___.__.._________. ete ee 68 | 68 | 68 | 69 70 
All other African countries__..............-....-.--- 5 6 6 6 6 





NoTe.—Apparent consumption equals imports. : 
Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, Business and Defense 
Services Administration, U. S. Department of Commerce. 
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TaBLEe 26.—Newsprint, Asia (except China and. North Korea): Apparent con 


sumption, actual production and imports, 1956 estimated demand, imports and 
production potential 1957, 1958 


[Thousand short tons] 





Country 


Asia, total, 
China and North 
etic cates 


Burma.... | 
Ceylon--.- ; dicg | 
Hong Kong.------- 

India_ - alesis 
Indonesia-_.--- 
i 

Iraq... 
a 
Japan 

Lebanon... 
Malaya, Singapor 
Pakistan. 
Philippines. - 
South Korea ; 
South Vietnam. --- 

Taiwan 

Thailand -. 

Turkey 

Ail other Asian countries-..- 





| Appar-! 


except | 


} 
| 


e, Borneo. 


ent 

con- 
sump- 

tion 


828 


! 














1 Net imports after deducting re-exports. 


2 Japanese exports. 


Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products 


Department of Commerce. 





Actual | Estimated 
1956 1957 1958 
i eee 
Produc-| | Produc- 
Produe-|Imports} De- tion | Import! De- tion Import 
tion mand | poten- jrequire-} mand } poten- jrequire- 
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TABLE 27.—Newsprint, Asia (except China and North Korea): Estimated demand, 
imports, and production potential 1959, 1960 


(Thousand short tons] 














Estimated 
1959 1960 
Country 
Produc- | Import Produc- | Import 
Demand | tion po- | require- | Demand | tion po- | require- 
tential ments tential ments 
Asia, total (except China and North 

UN thc kia a. ca acedeumeooian 1,014 777 257 1,053 805 268 
NE S85 Sk a aloe i Es: 14 | alae: 15 
ged on cie Bahn e wines ae ene cn ccce 3 10 Dh. dcvsmciiriied 10 
pee OOO. qq. ..teac--. deus wanelalied © Bassa: = Q OO Socncc sudan 10 
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1 Japanese exports, deducted from total imports. 


Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U. 8. Depart- 
ment of Commerce. 


TABLE 28.—Newsprint—Oceania: Apparent consumption actual production imports, 


and exports, 1966; estimated demand, production potential, imports, and exports, 
1957-60 


(Thousand short tons] 











Item Total, Australia |New Zealand} Hawaii 
Oceania 
saa sia 
1956: | | 
Actual apparent consumption..............-- 372 289 | 69 | 14 
i a a sana 149 90 Oe Geeta 
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Import requirement.............---....------ 255 220 | 20 15 
ey IIE oe cidiiincncncnnisimacnnaninacns DP pctiwiinendans | ye ee 
; | 
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Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products, Division, BDSA, U.S, Depart- 
ment of Commerce. 
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TaBLE 29.— Newsprint—China, U. S. S. R., and satellites; estimated consumption 
production, imports, and exports, 1956-60 


(Thousand short tons] 





Item 


Estimated demand, tota]_...............-..........- 


China and North Korea---- 
U. 8, 8. R. and satellites _ --. 


PR Oat cenciétiaccesmiiemmindannanneel 


Ce Be THOT U TAI ov cckccnwcccsnecccences 
U. 8. 8. R. and satellites 


ROTTS, BIRR vincnctcsevcescscsnnctccinta 


Tb eee 
U.8. 8, R. and satellites 








Prepared by Pulp, Paper, and Paperboard Subdivision, Forest Products Division, BDSA, U. 8, 
Department of Commerce, 
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IMPLEMENTING ITEM 1 OF A MEMORANDUM OF UNDERSTAND- 
INGS ATTACHED TO THE TREATY OF JANUARY 25, 1955, 
ENTERED INTO BY THE GOVERNMENT OF THE UNITED STATES 
OF AMERICA AND THE GOVERNMENT OF THE REPUBLIC OF 
PANAMA WITH RESPECT TO WAGE AND EMPLOYMENT PRAC- 
TICES OF THE GOVERNMENT OF THE UNITED STATES OF 
AMERICA IN THE CANAL ZONE 


JunE 10, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Youna, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany S. 1850] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 1850) to adjust conditions of employment in de- 
partments or agencies in the Canal Zone, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 


AMENDMENTS 


The Committee on Post Office and Civil Service of the House 
proposes two amendments to S. 1850, as passed the Senate: An 
amendment to the text and an amendment to the title. 


AMENDMENT TO THE TEXT 


The amendment proposed by the committee to the text of S. 1850 
strikes out all after the enacting clause and inserts in lieu thereof a 
substitute text which appears in italic type in S. 1850, as reported 
by the committee to the House. 

An explanation of this proposed amendment to the text is contained 
in the section-by-section analysis in this report of S. 1850, as reported. 
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AMENDMENT TO THE TITLE 


The amendment proposed by the committee to the title of the bill 
is as follows: 
Amend the title so as to read: 


An Act to implement item 1 of a memorandum of under- 
standings attached to the treaty of January 25, 1955, 
entered into by the Government of the United States of 
America and the Government of the Republic of Panama 
with respect to wage and employment practices of the Gov- 
ernment of the United States of America in the Canal Zone. 


The purpose of this proposed amendment to the title of S. 1850 is 
to provide a general description of the scope, coverage, purpose, and 
effect of the bill, as reported by the House committee. 


STATEMENT 


TREATY OF JANUARY 25, 1955, WITH REPUBLIC OF PANAMA AND EXECUTIVE 
AGREEMENT ATTACHED THERETO 


On January 25, 1955, the Government of the United States of 
America and the Government of the Republic of Panama entered into 
a treaty (referred to as the Treaty of Mutual Understanding and 
Cooperation) to which was attached a memorandum of understandings 
reached (referred to in this report as the memorandum of understand- 
ings). This treaty, which was ratified by the United States Senate, 
contains no mention of the memorandum of understandings. 

The memorandum of understandings, although concluded on the 
same day as the treaty and attached thereto, is an executive agreement 
separate from the treaty. The memorandum contains 11 items to 
which the United States Government agreed as necessary to the proper 
implementation of the intent and purpose of the treaty. 

Item 1 of the memorandum of understandings, pertaining to wage 
and employment practices and personnel administration generally of 
the United States Government in the Canal Zone, contains policies, 
principles, standards, and statements which are implemented by the 
provisions of the bill as reported by the Committee on Post Office 
and Civil Service of the House. 

Item 1 of the memorandum of understandings is as follows: 


On the part of the United States of America: 

1. Legislation will be sought which will authorize each 
agency of the United States Government in the Canal Zone 
to conform its existing wage practices in the Zone to the 
following principles: 

(a) The basic wage for any given grade level will be the 
same for any employee eligible for appointment to the posi- 
tion without regard to whether he is a citizen of the United 
States or of the Republic of Panama. 

(b) In the case of an employee who is a citizen of the 
United States, there may be added to the base pay an incre- 
ment representing an overseas differential plus an allowance 
for those elements, such as taxes, which operate to reduce the 
disposable income of such an employee as compared with an 
employee who is a resident of the area. 
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(c) The employee who is a citizen of the United States will 
also be eligible for greater annual leave benefits and travel 
allowances because of the necessity for. periodic vacations in 
the United States for recuperation purposes and to maintain 
contact with the employee’s home environment. 

Legislation will be sought to make the Civil Service Re- 
tirement Act uniformly applicable to citizens of the United 
States and of the Republic of Panama employed by the 
Government of the United States in the Canal Zone. 

The United States will afford equality of opportunity to 
citizens of Panama for employment in all United States 
Government positions in the Canal Zone for which they are 
qualified and in which the employment of United States 
citizens is not required, in the judgment of the United States, 
for security reasons. 

The agencies of the United States Government will evalu- 
ate, classify, and title all positions in the Canal Zone without 
regard to the nationality of the incumbent or proposed in- 
cumbent. 

Citizens of Panama will be afforded opportunity to par- 
ticipate in such training programs as may be conducted for 
employees by the United States agencies in the Canal Zone. 


This executive agreement—that is, the memorandum of understand- 
ings—was entered into without prior consultation with the Committee 
on Post Office and Civil Service of the Senate or the Committee on 
Post Office and Civil Service of the House of Representatives. 

Following the ratification of the treaty, the Committee on Post 
Office and Civil Service of the House received numerous complaints 
regarding those activities of United States Government agencies in 
the Canal Zone which were directed toward the implementation of 
item 1 of the memorandum of understandings. These complaints 
emanated from practically all levels and types of employment in the 
Canal Zone. As a result, the House committee took no action during 
the 84th Congress with respect to the implementation of item 1. 

In the 85th Congress, the House committee held 2 days of hearings 
on matters pertaining to the implementation of item 1 in June and 
July 1957 in Washington, D.C. In November 1957, 3 days (approx- 
imately 18 hours) of intensive hearings on such matters were held in 
the Canal Zone. All employee groups in the Canal Zone and all 
United States Government agencies concerned were given opportunity 
to present their views. In most instances, representatives of the 
foregoing appeared at both the June and July and the November 
hearings. 

The testimony received at these hearings made it clear that it would 
be necessary for the Congress to spell out those general policies and 
principles and other provisions which are to be in implementation of 
item 1 of the memorandum of understandings, if those obligations 
assumed by the United States Government under item 1 were to be 
discharged faithfully and properly and with full protection to both the 
citizens of the United States and the citizens of the Republic of 
Panama, employed in the Canal Zone. The amendment proposed by 
the House committee to the text of S. 1850 sets forth these imple- 
menting policies, principles, and provisions. 
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RECOGNITION OF ITEM 1 OF THE MEMORANDUM OF UNDERSTANDINGS 


As stated above, the memorandum of understandings is an agree- 
ment with the Republic of Panama entered into on behalf of the United 
States by the executive branch of the United States Government in 
accordance with the Constitution of the United States. Under item 1 
of the memorandum, the United States Government assumed certain 
obligations relating to its wage and employment practices and per- 
sonnel administration generally in the Canal Zone. In the view of this 
committee, it is proper, desirable, and essential to set forth in this 
proposed legislation the provisions of item 1 in order to make clear 
which of the obligations assumed by the United States under the 
memorandum are to be implemented under the provisions of this 
legislation as reported by the House committee. 

Section 1 (b) of the bill as reported by the House committee, which 
sets forth the provisions of item 1 of the memorandum, constitutes a 
formal recognition by the Congress of item 1 and the obligations 
contained therein. Such recognition is necessary as an aid to the 
maintenance of the reputation of the United States Government for 
reliability and good faith in the conduct of its foreign relations. The 
recognition and implementation of item 1 in this proposed legislation 
again demonstrates that the United States Government will keep its 
word and honor its commitments. 

However, the implementation by this proposed legislation of item 1 
of the memorandum of understandings involves areas of personnel 
policy and administration with many complex problems and com- 
plicated relationships. As stated above, the memorandum of under- 
standings was entered into without prior consultation by appropriate 
authorities in the executive branch with the respective Committees 
on Post Office and Civil Service of the Senate and the House of 
Representatives. The experience of this committee has demonstrated 
the desirability of full and complete discussion and exchange of 
information between the executive branch of the Government and 
this committee in connection with personnel legislation not involving 
the implementation of a treaty or executive agreement. With full 
recognition of and due regard for the authority of the executive branch 
of the Government under the Constitution of the United States to 
enter into treaties and agreements in the conduct of the foreign 
relations of the United States and without attempting in any way 
to derogate from that authority, this committee, nevertheless, believes 
that, if, in the future, there is under consideration the negotiation 
of any treaty or agreement involving the civil service, classification, 
pay, or other civilian personnel laws, rules, and regulations, the 
respective committees of the Senate and House of Representatives 
having jurisdiction over such matters should be consulted by the 
appropriate authority or authorities in the executive branch prior 
to the conclusion of such treaty or agreement. 

The Department of State se informed this committee that no 


other treaty or agreement involving personnel or pay administration 
or the civil service laws, orders, rules, and regulations is now con- 
templated or anticipated. 
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The letter from the Department of State follows: 


DEPARTMENT OF STATE, 
Washington, May 2, 1958. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. Murray: I have your letter of April 16, 1958, in which 
you refer to bills H. R. 6708 and S. 1850, implementing the agreement 
in connection with the treaty between the United States and Panama 
and inquire whether similar agreements affecting the administration 
of personnel are likely to be entered into in. the foreseeable future. 
You state that you have an indication that there may be such an 
agreement under consideration with Guam. 

The agreement with Panama to which the above-mentioned bills 
relate is embodied in the memorandum of understandings reached 
which accompanies the Treaty of Mutual Understanding and Coopera- 
tion between the United States and Panama signed on January 25, 
1955, and which was ratified together with the treaty by and with the 
advice and consent of the Senate. There is not under negotiation or 
contemplated any other treaty or agreement of the kind to which you 
refer. No such agreement in regard to Guam is under consideration. 

If I can be of any further assistance, please do not hesitate to call 
on me. 

Sincerely yours, 
Wituram B. Macomser, Jr., 
Assistant Secretary 
(For the Secretary of State). 


AGREEMENT WITH EXECUTIVE DEPARTMENTS AND AGENCIES 


Members of the committee and of the committee staff held numerous 
conferences with representatives of the executive departments and 
agencies concerned in the development of the provisions of this bill, 
as amended by this committee. Letters indicating full agreement were 
furnished the committee. 

The letter from the Department of State follows: 


DEPARTMENT OF STATE, 
Washington, June 5, 1958. 
Hon. Tom Murray, 
House of Representatives. 


Dear Mr. Murray: The Department of State has carefully re- 
viewed and studied the provisions of S. 1850, as amended and ap- 
proved by the subcommittee of the House Post Office and Civil 
Service Committee, a bill to adjust conditions of employment in 
departments or agencies in the Canal Zone. The Department of State 
is of the opinion that it conforms to the principles agreed upon by the 
United States and Panama as set forth in item 1 of the memorandum 
of understandings reached attached to the Treaty of Mutual Under- 
standing and Cooperation of 1955. 

The Department of State appreciates the thorough and businesslike 
manner in which Chairman John Young and members of his subcom- 
mittee conducted their hearings and set about studying and under- 
standing the intricate problems posed by the need for the treaty 
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legislation. Particular reference is made to the subcommittee mem- 
bers’ trip to the Canal Zone in November 1957, for the purpose of 
holding hearings and gathering information pertinent to their needs. 
The Panamanians were partic ularly pleased in having an opportunity 
to appear at the hearings and expound their views. A Department of 
State representative accompanied the sube -ommittee members on that 
trip, together with officials from other departments of the Govern- 
ment interested in the treaty legislation, and was privileged to work 
with them. 

The subcommittee members have always been aware of the impor- 
tance of this treaty legislation to the relations between the United 
States and Panama and of their responsibility in this respect. Bull 
S. 1850, as approved by the subcommittee, reflects the meticulous 
care, thought and effort which entered into the preparation of the 
language of the bill, and the countless hours of time expended con- 
ferring on the bill. The Department of State appreciates havi ing been 
privileged to have a representative present at the informal discussions 
held by the subcommittee members from time to time to consider the 
draft legislation. 

The Department of State, cognizant of the United States responsi- 
bility toward Panama under the terms of the Treaty of Mutual 
Understanding and Cooperation of 1955, and knowing of the Govern- 
ment of Panama’s general concurrence in the treaty legislation, 
recommends enactment of S. 1850, as approved by the subcommittee, 
during this session of the Congress. 

Sincerely yours, 
Witui1am B. Macomper, Jr., 
Assistant Secretary. 


EXISTING EMPLOYMENT CONDITIONS IN THE CANAL ZONE 


At the present time there are in the Canal Zone approximately 
22,000 employees of the United States Government. Of these 22,000 
employees, approximately 5,500 are citizens of the United States and 
approximately 16,500 are citizens of other nations, including some 
14,000 citizens of the Republic of Panama. 

The larger proportion of these employees are engaged in work the 
compensation for which is determined on a local or prevailing rate 
basis. These are the so-called blue-collar employees and positions. 

However, a not inconsiderable number of employees, especially in 
the military departments, perform work of a nonmanual nature. 
These are the so-called white-collar employees and positions. 

At the present time, there are almost as many position-classification 
and evaluation standards and rates of basic compensation for these 
positions in the Canal Zone as there are positions themselves. The 
wage scales and conditions of employment vary with the nationality 
of the employee concerned and with the classification and evaluation 
of his position under the standards and regulations of the agency con- 
cerned. This situation obtains with respect to both blue-collar and 
white-collar employees and positions in the Canal Zone. 

This inequality of, and lack of uniformity in, the application and 
operation of employment and personnel rules, regulations, standards, 
and procedures generally is evidenced also in conditions of employ- 
ment other than classification, evaluation, and pay. For example, 
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some Panamanian employees are covered by the Civil Service Retire- 
ment Act. Others are not so covered. In effect, therefore, dis- 
crimination in employment exists in varying degrees. This situation 
has resulted in ill will, lower morale, and a general lack of a sense of 
well-being among the employees concerned as well as a deterioration 
of relations between the Government of the United States and the 
Government of the Republic of Panama. 

Three remedial steps are relevant with respect to the elimination 
of this unsatisfactory situation. 

The first step is the assumption by the United States under item 1 
of the memorandum of understandings of certain definite and specific 
obligations to be discharged by the United States in connection with 
the Canal Zone employment problems described above. 

The second step is the enactment of appropriate legislation by the 
Congress of the United States to implement the provisions of item 1 
by providing specific authority, principles, standards, procedures, 
and other provisions which will facilitate the discharge of the obliga- 
tions assumed by the United States under item 1. 

The third step is the appropriate exercise of the authority conferred 
by such legislation on the executive branch of the United States 
Government to carry out the provisions and accomplish the purposes 
of such legislation. 

In addition, this committee points out that both the committee and 
the subcommittee concerned have devoted much time and effort in 
attempting to produce legislation which will accomplish the objectives 
set forth in item 1 of the memorandum of understandings in a manner 
which is fair and equitable to all parties concerned. This committee 
believes that it has done its part in the development of this legislation. 
The committee now requests that the executive branch of the United 
States Government, the Government of the Republic of Panama, 
and all employees and other individuals concerned make the maximum 
effort to carry out the intent and purpose of this legislation in a fair 
and equitable manner and in an atmosphere of friendship, good will, 
and mutual understanding and respect. 


CENTRALIZED EXECUTIVE AUTHORITY 


Testimony at the hearings before the subcommittee concerned and 
statements made in writing subsequent to the hearings indicate that 
the employees in the Canal Zone have based on one uncertainty a 
large part of their objections and complaints with respect to the imple- 
mentation of item 1 of the memorandum of understandings. Em- 
ployee groups have expressed doubt as to the likelihood of the faithful 
and equitable discharge of the obligations of the United States Govern- 
ment under item 1 unless specific provisions were made in appropriate 
legislation for an overall coordinating and controlling authority. 

Therefore, in order to overcome this uncertainty and doubt, this 
committee has made specific provision in sections 3 and 15 of the bill, 
as reported, for an overall executive authority to coordinate the poli- 
cies and activities of the respective executive departments, agencies, 
establishments, and corporations under the bill. This authority is 
specifically vested by section 15 in the President of the United States. 
In effect, the office of the President will be the single agency of the 
United States Government, under authority of the President, through 
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which the orders, instructions, and regulations governing employment 
and wage practices in the Canal Zone are to be issued. 

The provisions of section 15, therefore, are intended to eliminate 
the possible occurrence of any administrative action based on personal 
whim or caprice and contrary to the intent and purpose of item 1 of the 
memorandum of understandings. In addition, the provisions of 
section 15 of the reported bill are intended to obtain complete uni- 
formity of treatment among the executive departments, agencies, 
establishments, and corporations concerned and to provide full 
recognition of the continuing relationships between the United States 
Government and the Government of the Republic of Panama. 

Under the coordinating authority of the President, written standards 
for position classification and evaluation will be issued on a uniform 
basis for positions in the Canal Zone. In addition, wage scales will be 
established on a uniform basis for positions in the Canal Zone, irres- 
pective of the nationality of the occupant or the prospective occupant 
thereof. 

For a year or more, the executive branch of the United States Gov- 
ernment has been developing a program of uniform position classifi- 
cation and evaluation standards and uniform wage scales. Prelimi- 
nary drafts of these programs, which were furnished to this committee 
by the executive branch, appear in the printed record of the hearings 
of this committee on this proposed legislation. 

The committee believes that uniform position classification and 
evaluation standards and uniform wage scales can be placed in oper- 
ation in the Canal Zone without appreciable delay following the enact- 
ment of this proposed legislation. The committee also believes that 
such standards and wage scales will implement faithfully and appro- 
priately the provisions of item 1 of the memorandum of understand- 
ings and, at the same time, protect the interests of the employees 
concerned. 

ESTABLISHMENT OF WAGE SCALES 


The reported bill requires the establishment of a uniform basic wage 
for each position, payable to the occupant thereof irrespective of his 
nationality. The bill also provides for the additional payment to 
United States citizen employees of a tropical differential of not to 
exceed 25 percent of the rate of basic compensation for the same or 
similar work performed in the continental United States—that is, the 
existing 48 States and the District of Columbia—and an allowance for 
those taxes which operate to reduce the disposable income of such 
United States citizen employees in comparison to the disposable income 
of those employees who are not United States citizens. 

The reported bill also provides that, in the establishment of this 
uniform basic wage or rate of basic compensation, the rate of basic 
compensation for the same or similar work in the continental United 
States (as described above) shall be used as a basis for comparison in 
a manner similar to that which has been the practice in the past. 

The bill also provides that certain positions may be compared with 
positions in the Republic of Panama or in the Caribbean area for the 
purpose of wage establishment. However, in any case, the sole 
authority for any such comparison is in the President of the United 
States rather than the respective executive departments, agencies, 
establishments, and corporations conducting operations in the Canal 
Zone. 
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In no case are wages to be based on a comparison with wage scales 
which would result in wage rates lower than those rates being paid in 
the Republic of Panama. The committee believes that the provisions 
of the reported bill with respect to establishment of wage rates will 
answer the objections of employee groups concerning wage-rate 
establishment. 


SALARY PROTECTION 


The reported bill contains a provision for the protection of salaries 
of employees in connection with conversions of their compensation 
bases. This provision operates to protect the salary of an employee 
when his rate of basic compensation, which was established in relation 
to rates of compensation for the same or similar work in the conti- 
nental United States, as defined in the bill, is converted to a rate of 
basic compensation, which is established in relation to rates in the 
Republic of Panama or any other area not within the continental 
United States, as defined in the bill. 

This committee believes that this salary protection provision, which 
is quite broad in its application, will protect fully both United States 
citizen employees and employees who are citizens of the Republic of 
Panama from any loss of salary which otherwise might result from the 
enactment of the bill. 


SECURITY POSITIONS 


Item 1 of the memorandum of understandings recognizes that there 
are in the Canal Zone certain positions which, for security reasons, 
must be filled by citizens of the United States. 

The reported bill provides generally that the head of any executive 
department, agency, establishment, or corporation may designate any 
position in the Canal Zone under his jurisdiction as a position which, 
for security reasons, must be filled by a United States citizen. This 
authority, which supersedes the other provisions of the bill generally, 
is subject, however, to the regulations promulgated by the President, 
or by his authority, under section 15 (b) of the bill. 

With respect to this provision of the bill relating to security posi- 
tions, this committee believes that prompt and appropriate adjustment 
to conditions in the Canal Zone at any given time necessitate the 
omission from the bill of any designation of any specified number of 
positions as security positions. Authorities in the executive branch 
have indicated that the aggregate number of security positions will 
approximate 2,300. Other statements have indicated that this total 
may approximate 3,000. 

This committee believes that the establishment by legislation of a 
specified number of security positions would be impractical and un- 
realistic and, in the final analysis, would operate to the detriment of 
both the United States and the Republic of Panama. 

As a point of reference or departure with respect to the concept of 
“security,” the committee calls attention to a definition of the term 
“security” proposed in connection with the issuance of orders or 
regulations for the administration of this provision of the bill if the 
bill becomes law. 


The term “security” is defined as follows; 


As used herein, “‘security” includes not only physical secu- 
rity and access to classified information, but also includes the 
H. Rept. 1869, 85-2———-2 
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use of United States citizens in key positions to the ex- 
tent necessary to insure continuity and capability of opera- 
tion and administration of the Canal Zone activities under 
any circumstances by the United States Government. 


APPEALS 


The Classification Act of 1949 provides for appeals to the United 
States Civil Service Commission by employees subject to such act of 
the classification of their positions and their rates of basic compensa- 
tion. The enactment of this proposed legislation will remove all em- 
ployees in the Canal Zone from the purview of this provision. 

The committee decided, therefore, that an appeals system should 
be established in the Canal Zone to replace the above-discussed provi- 
sion of the Classification Act of 1949. Accordingly, the bill estab- 
lishes an appeals system under which the individua employee, regard- 
less of his nationality, will have the right to appeal his position classi- 
fication or evaluation, or the grade or pay level of his position, or both. 

The bill provides for the establishment of a Canal Zone Board of 
Appeals by or under the authority of the President. The bill provides 
that the regulations issued by or under authority of the President 
which establish the Board shall provide for the number of members 
of the Board and for their appointment. The committee urges, how- 
ever, that the Panamanian employees be granted representation on 
the Board through appropriate appointments thereto. 

The committee recommends that no uniformed military personnel 
be appointed as members of the Board. The committee also empha- 
sizes that those employees exercising their rights of appeal and those 
persons serving as members or employees of the Board shall be free 
of all restraint, interference, coercion, or reprisal on the part of any 
other officer or employee of any Federal department, agency, estab- 
lishment, or corporation operating in the Canal Zone. 

The Board will review and determine the appeal of any employee 
relating to the classification or evaluation of his position and the estab- 
lishment of the grade or pay level of his position. The findings of the 
Board are conclusive and are mandatory on the executive department, 
agency, establishment, or corporation concerned. 

The committee believes that this right of appeal will protect the 
interests of the employees concerned and will assist in the attainment 
of the purpose of item 1 of the memorandum of understandings and 
the objectives of this legislation. 

The provisions of section 6 of the act of August 24, 1912 (the 
Lloyd-LaFollette Act), as amended, and the Veterans’ Preference Act 
of 1944, as amended, will not be affected by this legislation and will 
continue to be in effect in the Canal Zone. These provisions of law 
will provide general protection for the employee concerned against sep- 
aration, removal, suspension, discharge, and other adverse actions, with 
the right of appeal by the employee to the United States-Civil Service 
Commission. 

‘The rights and privileges of judicial review in accordance with law, 
court decisions, orders, and regulations will continue to be effective 
under the bill. 
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TRAINING 


The committee points out that one purpose of item 1 of the memo- 
randum of understandings is to afford the citizens of the Republic of 
Panama equal opportunity for appointment, promotion, and transfer 
between departments and agencies and for all positions for which they 
are qualified. The committee, in reporting this bill, is providing equal 
opportunity for employees who are citizens of the Republic of Panama 
to participate in such training programs as may be established in the 
Canal Zone for citizens of the United States. The testimonies from 
employee groups, as well as of representatives of the departments and 
agencies, indicate that the Panamanian employee, when afforded op- 
portunity for training, makes a better employee and that, as a result, 
in many instances he is able to accept greater responsibilities and au- 
thority. The committee believes that “the training provisions of this 
bill will fully meet the responsibilities assumed by the United States 
in this matter. 


CANAL ZONE MERIT SYSTEM 


The committee recognizes that the enactment of this bill would 
remove the employees in the Canal Zone from the competitive merit 
system under the Classification Act of 1949, as amended. So as to 
protect the United States citizen employee’s opportunity for transfer 
to a position in the United States, a provision is included which 
requires that a merit system c omparable to that provided in the Classi- 
fication Act of 1949, be established in the Canal Zone. This merit 
system is to be established under the authority of the President of 
the United States and in accordance with civil service law. The 
establishment of such a merit system will make possible the inter- 
change of employees in the competitive merit system of the United 
States and the Canal Zone Merit System without competitive ex- 
amination or other administrative requirements. The committee 
believes that this action is in accordance with the spirit, if not the 
letter, of item 1 of memorandum of understandings and is necessary 
if the full rights and privileges of the American citizens in the Canal 
Zone are to be protected. It will also greatly facilitate the carrying 
out of the overall programs of the departments and agencies of the 
executive branch of the Government. 


RETIREMENT 


The noncitizen employees of the Panama Canal Company and the 
Canal Zone Government are at present covered by the Cash Relief 
Act of July 8, 1937 (50 Stat. 478; 68 Stat. 17). The noncitizen em- 
ployees of all other departments and agencies operating in the Canal 
Zone are covered by the Civil Service Retirement Act. The bill would 
make inoperative the provisions of the Cash Relief Act for employees 
who are on the sania at the time of enactment of this bill. This 
action would automatically place the noncitizen employees of the 
Panama Canal Company and the Canal Zone Government under the 
provisions of the Civil Service Retirement Act. The noncitizen em- 
ployees of the other departments and agencies are now covered under 
civil-service retirement. Those former noncitizen employees of these 
two agencies who have previously been placed on the retirement rolls 
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under the provisions of the Cash Relief Act would continue under 
that act. 

Under the provisions of S. 1850, as passed by the Senate, and H. R. 
6708, as introduced in the House, the civil-service retirement and dis- 
ability fund would assume the annuity obligations for the past time 
of these employees who are being blanketed in under the Civil Service 
Retirement Act. This assumption would amount to approximately 
$30 million. Under the provision of S. 1850, as reported by this com- 
mittee, the Canal Zone Government and the Panama Canal Company 
would pay into the retirement fund an amount which approximately 
equals the payments the employees would have paid in had they been 
covered by the Civil Service Retirement Act from 1948 to date. This 
payment is a Government contribution and will not act to increase 
the annuity of any employee. An estimate of the payment to be 
made into the fund follows: 


Estimated liability of Panama Canal Company and Canal Zone Government for 
payment into retirement fund 


A. FOR PANAMA RAILROAD COMPANY EMPLOYEES FOR PERIOD FISCAL YEARS 
1949-51 





| Average Per capita 
Fiscal year annual Percentage | average 

| salary eet t | reimburse- 

ment 





$078 | 6.0 | 
6.0 | 
3 102 Be 6.0 


B. FOR ALL EMPLOYEES OF PANAMA CAN AL COMPANY AND CANAL ZONE GOVERN- 
MENT FOR PERIOD, FISCAL YEARS 1951-58 


, 206 | 6.0 
‘269 | 6.0 | 
, 310 6.0 
, 331 6.0 
, 435 | 26.5 | 
, 581 6.5 | 
, 578 6.5 


2 Effective Oct. 31, 1955. 
Foree, Dec. 31, 1957 


Total retirement contribution, $606 times 9,442. _____- $5, 721, 852 


Company, $606 times 8,262_________-_--- Yi SOLe 5, 006, 7 772 
Government, $606 times 1,180_-_ - _- e 7 715, 080 


Former Panama Railroad Company (force, 2,911), $185 times 2,911 -- 5 538, 5; 35 


Total contribution_ CJL i Oi eee 387 


The Canal Zone Clisiedabtiaiaeei and the Pans Canal Company 
would continue to pay cash relief under the act of July 8, 1937, in the 
amount of approximately $2 million a year to some 4,500 separated 
employees. The Canal Zone Government and the Panama Canal 
Company would, on the effective date of this provision, begin to pay 
into the retirement fund an amount of money which would match the 
withholding of the employees concerned. 
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The committee believes that the inclusion of these Panamanian 
citizens in the Retirement Act is justifiable and necessary if the pro- 
visions of item 1 of the memorandum of understandings are to be com- 
plied with. At the same time it recognizes that the unfunded in- 
debtedness of the Civil Service Retirement Act would be increased by 
some $24 million. This $24 million would, however, be spread over 
some 10 to 20 years, and represents only a small part of the some $19 
billion now unfunded. 

The committee suggests that the moneys necessary to the payments 
to be made to the civil service retirement and disability fund be raised 
through increased canal tolls and not through increased prices on goods 
and services purchased by the employees. 


REPEAL OF MANDATORY PAY PROVISIONS 


The provisions of present law require that the pay of policemen, 
firemen, and teachers in the Canal Zone be increased in exact amount 
and effective date as increases are granted by law to similar positions 
and employees in the District of Columbia of the United States. 
Present law also requires that the pay of postal employees in the 
Canal Zone be similarly adjusted. There are some 300 to 350 posi- 
tions involved in this mandatory legislation. To continue this legis- 
lation in effect would be in conflict with the uniform pay and position 
provisions of item 1 of the memorandum of understandings and would 
grant to this very small portion of the employees rights and privileges 
under law which the committee feels cannot be justified. 

The committee believes that the spelling out of the procedures and 
policies for the classification and evaluation of positions by this bill 
and the establishment of wage scales under Executive order or regula- 
tions issued by the President will assure employees in the Canal Zone 
that practices and relationships formerly recognized by law will be 
continued. The committee also has been assured by representatives 
of the executive branch that these relationships will continue to be 
recognized and that salaries will be adjusted in accordance therewith 
within the limitations of this bill and appropriation action of the 
Congress. The preliminary Canal Zone job evaluation and pay 
plans, submitted to the committee on June 22, 1957, also show a 
recognition of these principles. This plan is printed in part I of the 
hearings on bill H. R. 6708. 

In testimony before the committee, the Governor of the Canal Zone 
stated: 


It is contemplated that there will be no change in the pay 
base itself, that is, rates of pay for these jobs will continue 
to be derived administratively from the rates of pay for com- 
parable jobs in the District of Columbia. Although we do not 
contemplate a statutory requirement that rates be adjusted 
whenever District of Columbia rates are adjusted, it is 
planned that rates will be adjusted on the basis of changes 
in District of Columbia rates of pay. However, administra- 
tive leeway is necessary and desirable to prevent pay dis- 
parity as between United States citizens and non-United 
States citizens. The repeal of this section is just as essential 
as the exemption of Canal Zone positions from the Classifica- 
tion Act if the Canal Zone Government is to apply the basic 
wage plan successfully. 
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Similar statements were made regarding the salaries of the postal 
employees and pilots in the Canal Zone. 

‘The committee has also been assured that the positions of police, 
fire officers, and teachers and positions involving postal operations are 
to be security positions, the salary rates of which are to be based, and 
adjusted from time to time, on rates being paid in the United States 
and the District of Columbia. 

So as to clarify any question as to the authority of the departments 
and agencies operating within the Canal Zone to grant such increases 
in their wage scales retroactively, the committee has provided such 
authority in section 5 of the bill. 


COSTS 


There are two areas of direct costs involved in the enactment of this 
bill. The first involves the cost of adjustments within the wage struc- 
tures now existing in the Canal Zone. This cost is estimated at 
$1,138,000. The second direct cost involves the increase of $24 
million in the unfunded liability of the retirement fund. This latter 
cost is spread over some 10 to 20 years. They both, however, will 
eventually require appropriations. 

The Panama Canal Company and the Canal Zone Government will 
continue to have an obligation of about $2 million a year under the 
Cash Relief Act. This $2 million will, however, disappear in approxi- 
mately 25 years due to the death of persons now covered under that 
act. This cost is not an additional one but a continuing cost under 
present law. 


SECTION-BY-SECTION ANALYSIS OF ReEportTED BILL 
FINDINGS 


Section 1 of the reported bill sets forth certain findings of the Con- 
gress which indicate the nature and purpose of the reported bill. 

Section 1 contains three main findings of the Congress, as follows: 

First, the Government of the United States of America and the 
Government of the Republic of Panama entered into a Treaty of 
Mutual Understanding and Cooperation in January 25, 1955, to which 
was attached an executive agreement referred to as a memorandum 
of understandings reached (otherwise referred to in this report as the 
“memorandum of understandings” or the ‘“‘“memorandum’’). 

Second, the Government of the United States assumed certain 
obligations with respect to wage and employment practices in the 
Republic of Panama. These obligations are set forth in item 1 of 
the memorandum of understandings. This item 1 is set forth in its 
entirety in section 1 (b) of the bill and also is set forth above in this 
report. 

Third, the enactment by the Congress of legislation which will 
spell out the policies, principles, and other provisions to be followed 
in the implementation of item 1 of the memorandum of understandings 
is necessary to the faithful and proper discharge of the obligations 
assumed by the Government of the United States under such item. 

The general purpose and effect of section 1 of the bill is to make 
clear the background of this legislation, to emphasize that this legis- 
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lation is in implementation of a part of an executive agreement (item 1 
of the memorandum of understandings) entered into by the executive 
branch, and to specify the nature and extent of those obligations 
assumed by the United States under item 1 which are to be faithfully 
and properly discharged as a result of the enactment of the bill. 


DEFINITIONS 


Section 2 of the bill contains definitions which will both clarify 
and simplify the provisions of the bill. 

Section 2 (1) makes it clear which Government agencies are to be 
concerned with the actual operation of the provisions of the bill by 
defining ‘department’ as a department, agency, or independent 
establishment in the executive branch of the United States Govern 
ment (including a corporation wholly owned or controlled by the 
United States) which conducts operations in the Canal Zone. 

Section 2 (2) defines “‘position”’ as those civilian duties and responsi- 
bilities under the jurisdiction of a department which are either per- 
formed in the Canal Zone or with respect to which the exclusion from 
the Classification Act of 1949 of certain individuals employed by a 
eer ae in the Canal Zone is provided for by section 16 (a) of the 
bill. 

Section 2 (3) defines ‘employee’ as any individual holding a 
position. 

Section 2 (4) defines “continental United States” as the several 
States of the United States of America existing as States on the date 
of enactment of the bill and the District of Columbia. Section 2 (4) 
defines ‘“‘continental United States” in a manner intended to prevent 
ambiguity and confusion in the event additional States are admitted 
to the Union. 


GENERAL RULES FOR EMPLOYMENT AND WAGE PRACTICES OF UNITED 
STATES GOVERNMENT IN THE CANAL ZONE 


Section 3 (a) authorizes and directs the head of each department to 
conduct the employment and wage practices of such department in 
the Canal Zone in accordance with the principles set forth in item 1 of 
the memorandum of understandings, the provisions of the bill, 
regulations promulgated by, or under authority of, the President of 
the United States of America, and provisions of applicable law 
generally. Section 3 (a), in effect, contemplates uniformity and 
coordination of action by the heads of the departments in the adminis- 
tration of the provisions of the bill. 

Section 3 (b) specifically authorizes the President to exclude any 
employee from any or all provisions of the bill. Section 3 (b) also 
specifically authorizes the President to extend to any employee, 
whether or not such employee is a United States citizen, the same rights 
and privileges as are provided by applicable laws and regulations for 
United States citizens employed in the competitive civil service of the 
Government of the United States. This provision is necessary 
to provide equitable treatment to the citizens of other neighboring 
republics and the Caribbean Islands. This provision, which is not 
required by item 1 of the memorandum of understandings, is included 
in the-bill in order to avoid disruption of the operations of the United 
States Government in the Canal Zone. 
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EMPLOYMENT STANDARDS 


Section 4 (a) requires the head of each department to establish 
written standards for the determination of the qualifications of em- 
ployees and those individuals under consideration for appointment to 
positions, and also for the selection of individuals for appointment, 
promotion, or transfer to positions. However, these standards 
established by the head of the department must be in conformity 
with the provisions of the bill, the regulations of (or under authority 
of) the President under section 15 (b) of the bill, and the Canal Zone 
merit system established by section 10 of the bill. 

Section 4 (b) requires that these standards be made effective on 
such date as the President shall prescribe but, in no event, later than 
the 180th day following the date of enactment of the bill. 


COMPENSATION 


Section 5 of the bill provides authority for the establishment of a 
basic rate of compensation for all positions in the Canal Zone. This 
rate is to be uniform throughout the Canal Zone and is to apply with- 
out regard to the nationality of the occupant of the position or of any 
individual under consideration for appointment thereto. Authority 
also is granted for additional allowances to United States citizen 
employees over and above the rate of basic compensation. 

Section 5 (a) requires that the head of each department establish, 
in accordance with the provisions of the bill, the rates of basic com- 
pensation for positions and employees under his jurisdiction. The 
head of each department also is authorized to revise such rates from 
time to time. 

Section 5 (b) provides that these rates of basic compensation may 
be established and revised in relation to the rates of compensation for 
the same or similar work performed in the continental United States or 
in such areas outside the continental United States as may be desig- 
nated in regulations promulgated by, or under authority of, the 
President under section 15 (b) of the bill. 

The provisions of section 5 (b) continue in operation the existing 
practices with respect to the establishment of rates of compensation 
in the Canal Zone based on rates being paid in the continental United 
States for all positions except those of the lower grades with respect 
to which recruitment is effected from the Republic of Panama. It is 
contemplated that the respective rates of compensation provided by 
the Classification Act of 1949, the Postal Field Service Compensation 
Act of 1955, the respective local prevailing rates or practices deter- 
mined through wage boards or similar salary-fixing authority, and the 
applicable provisions of law of the District of Columbia will continue 
to be used for the establishment of salaries in the Canal Zone. 

Section 5 (c) authorizes the head of each department to grant in- 
creases in the respective rates of basic compensation with which he is 
concerned in amounts not to exceed the amounts of the increases 
granted, from time to time, by act of Congress in corresponding rates 
of compensation in the appropriate schedule or scale of pay. The head 
of the department is eutharized , in his discretion, to make such in- 


creases effective as of any date which he may designate. However, 
such effective date may not be earlier than the effective date of the 
corresponding increases provided by act of Congress. 











WAGE ABD EMPLOYMENT FPRACTICNS US THE CANAL LONE 17 


Section 5 (d) provides that no rate of basic compensation established 
ander section 5 shall exceed by more than 25 percent, when increased 
by the allowance and differential authorized by section 7 of the bill, 
the rate of basic compensation for the same or similar work performed 
in the continental United States by employees of the United States 
Government. 

Section 5 (e) prescribes the effective date for the initial adjustments 
in rates of basic compensation under section 5. This effective date 
is the first day of the first pay period which begins more than 60 days 
after the date of the promulgation of the regulations under section 
15 (b) of the bill. 


UNIFORM APPLICATION OF EMPLOYMENT STANDARDS AND RATES OF 
COMPENSATION 


Section 6 requires that the employment standards established under 
authority of section 4, as well as the rates of basic compensation estab- 
lished under authority of section 5, shall be uniformly applicable, 
within and among all departments, to the respective positions, em- 
ployees, and individuals under consideration for appointment to 
positions. This uniform application shall be without regard to 
whether the employee or individual concerned is a citizen of the 
United States or a citizen of the Republic of Panama. Section 6 is 
not applicable, however, with respect to those employees who are 
citizens of the United States and are assigned to work in the Canal 
Zone on temporary detail. 


ADDITIONAL ALLOWANCE AND DIFFERENTIAL 


= 


Section 7 specifies the allowances which shall be paid to United 
States citizen employees in addition to their rates of basic compensa- 
tion established under section 5. 

Section 7 (a) provides that each employee who is a citizen of the 
United States shall receive, in addition to his basic compensation, such 
amounts as the head of the department concerned may determine to 
be payable as an allowance or differential. 

Under section 7 (a) (1) an allowance may be paid for those taxes 
which operate to reduce the disposable income of such United States 
citizen employees in comparison with the disposable incomes of those 
employees who are not United States citizens. 

Under section 7 (a) (2) an overseas (tropical) differential may be 
paid in an amount not in excess of an amount which is equal to 25 
percent of the aggregate amount of the rate of basic compensation 
established under section 5 and the amount of the allowance pro- 
vided in accordance with section 7 (a) (1). 

Section 7 (b) provides an effective date for the initial establishment 
of allowances and differentials under section 7 (a), This effective 
date is the first day of the first pay period which begins more than 60 
days after the date of the promulgation of regulations by, or under 
authority of, the President under section 15 (b). 


SECURITY POSITIONS 


Section 8 provides for the designation of certain positions in the 
Canal Zone as security positions which are to be filled only by United 
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States citizens, Section 8 provides that the’ Head of each deépattiient 

may designate any position under his jurisdiction as a position which, 
for security reasons, shall be filled by a citizen of the United States. 
This authority supersedes all other provisions of the bill, except 
that such authority is subject to the regulations promulgated by, or 
under authority of, the President under section 15 (b). 

Section 8 is necessary in order to protect the interests of the United 
States Government in the Canal Zone which are directly related to the 
national security and the national policy. 


BENEFITS BASED ON COMPENSATION 


Section 9 specifies those amounts which may be considered as 
“basic compensation” of each employee who is a United States 
citizen, for the purposes of the following employee benefits: 

(1) Amounts of insurance under the Federal Employees’ Group 
Life Insurance Act of 1954; 

(2) Amounts of compensation for death or disability under the 
Federal Employees’ Compensation Act; 

(3) Amounts of overtime pay or other premium compensation; 

(4) Benefits under the Civil Service Retirement Act; 

(5) Annual leave benefits; and 

(6) Any other benefits related to basic compensation. 

Those amounts which may be regarded as basic compensation of 
each such United States citizen employee shall include the rate of 
basic compensation for his position established under section 5 and 
the amount of the allowance and the differential determined under 
section 7. 

Section 9 is necessary in order to maintain the status quo of United 
States citizen employees in the Canal Zone. 


CANAL ZONE MERIT SYSTEM 


Section 10 provides for the establishment of a merit system for 
employees in the Canal Zone. 

Section 10 (a) requires the establishment of a Canal Zone merit 
system which shall govern selection for appointment, reappointment, 
reinstatement, reemploy ment, and retention with respect to positions, 
employees, and individuals under consideration for appointment to 
positions. The Canal Zone merit system must be in conformity with 
the provisions of the bill, and the regulations which are promulgated 
by, or under authority of, the President under section 15 (b). 

Section 10 (b) provides that the Canal Zone merit system shall be 
based solely on the merit of the employee or individual and upon 
his qualifications and fitness to hold the position concerned. Section 
10 (b) also provides that the Canal Zone merit system shall apply 
uniformly within and among all the departments to positions, em- 
ployees, and individuals concerned. Section 10 (b) further provides 
that the Canal Zone merit system shall operate in the manner provided 
by section 10 (b), irrespective of whether the employees or individuals 
concerned are United States citizens or citizens of the Republic 
of Panama. 

Section 10 (c) requires that the Canal Zone merit system shall 
conform generally to the policies, principles, and standards established 
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by or in accordance with the Civil Service Act of January 16, 1883, as 
amended and supplemented. Section 10 (c) also requires that the 

Canal Zone merit system shall include provision for appropriate 
interchange of citizens of the United States who are employed by the 
Government of the United States between such merit system and the 
competitive civil service of the Government of the United States. 

Section 10 (d) prescribes the date on which the Canal Zone merit 
system shall be placed in effect. This date may be such date as the 
President shall prescribe but not later than the 180th day following the 
date of enactment of the bill. 


SALARY PROTECTION IN CONNECTION WITH CONVERSION OF 
COMPENSATION BASE 


Section 11 is a salary savings provision. 

This section provides that whenever the rate of basic compensation 
of an employee established, at any time, in relation to rates of com- 
pensation for the same or similar work in the continental United 
States is converted, on or after the effective date of the initial adjust- 
ments under section 5 of the bill, to a rate of basic compensation 
established in relation to rates in areas other than the continental 
United States under section 5 (b), such employee shall, pending 
transfer to a position for which the rate of basic compensation is 
established in relation to rates in the continental United States under 
section 5 (b), continue to receive a rate of basic compensation not 
less than the rate to which he was entitled immediately prior to such 
conversion, so long as he remains in the same position or any position 
of equal or higher grade. 

Section 11 is intended to cover the following situations. There are 
certain positions such as laborers, janitors, and truckdrivers which 
will, under the administratively determined salary scale, be converted 
from standard United States rates to rates based on comparative rates 
being paid in the Canal Zone. Fully 90 percent of these positions are 
now held by Panamanian citizens. The others are held by United 
States citizens. The language of section 11 will protect the salary of 
the occupants of these positions for so long as they occupy positions 
for which the salary rates are fixed in comparison with Panamanian 
rates. 

This provision does not freeze any individual in a fixed salary. 
It allows the salary to be increased administratively when the basic 
salary rate of the position is increased. At such time as he may be 
transferred to a position, the salary rate of which is fixed in comparison 
with salary rates being paid in the United States, his salary will be 
automatically increased to the new rate and he is no longer subject 
to the provisions of the savings clause. 


APPEALS 


Section 12 provides for a system of appeals for each individual 
employee of the classification or evaluation of his position and the 
establishment of his rate of basic compensation. 

Section 12 (a) requires the establishment, in conformity with the 
provisions of the bill, by regulations whic h are promulgated by, or 
under authority of, the President, of a Canal Zone Board of Appeals. 
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The duty of the Board will be to review and deterssine the classifioa- 
tion and compensation appeals of employees. 

Section 12 (b) provides flexibility with respect to the establishment 
of the Board. Such section requires that the regulations shall provide 
for the number of members of the Board, the appointment, compensa- 
tion, and terms of office of such members, the selection of a Chairman 
of the Board, the appointment and compensation of employees of the 
Board, and other relevant and appropriate matters. 

Sec tion 12 (c) permits any employee to request at any time that the 
department in which he is employed review the classification of his 
position or the grade or pay level for his position, or both, and revise 
or adjust such classification, grade, and pay level, or any of them, as 
the case may be. Section 12 (c) also requires that such request for 
review and revision or adjustment shall be submitted and adjudi- 
cated in accordance with the regularly established appeals procedure 
of the department concerned. 

Section 12 (d) grants each employee the right to appeal to the 
Board from an adverse determination of his department under sec- 
tion 12 (c). This appeal to the Board must be made in writing within 
a reasonable time after the date of the transmittal by the department 
concerned to its employee of written notice of the adverse determina- 
tion. Section 12 (d) also requires that the regulations promulgated 
by, or under authority of, the President under section 15 (b) shall 
prescribe what constitutes a “reasonable time’’ for the purposes of 
the appeal of the employee to the Board. 

Section 12 (e) authorizes the Board, in its discretion, to grant any 

employee making an appeal to the ‘Board a personal appearance 
i the Board, either by the employee conc erned, or by his repre- 
sentative designated for such purpose. 

Section 12 (f) provides that, after investigation and consideration 
of the evidence submitted, the Board shall prepare a written decision 
on the appeal, transmit this decision to the department concerned, 
and transmit copies of this decision to the employee concerned or his 
designated representative. 

Section 12 (g) provides that the decision of the Board in connection 
with any matter relating to any such appeal shall be final and con- 
clusive. Section 12 (g) further provides that it shall be mandatory 
on the department concerned to take action in accordance with the 
decision of the Board. 

It may be noted that, with respect to such personnel actions as 
separation, removal, and suspension, the provisions of section 6 of the 
act of August 24, i912, and section 14 of the Veterans’ Preference 
Act of 1944 will remain in effect. 

It is important to note that the provisions of section 12 of the bill 
will not deprive any individual of his right to judicial review and 
adjudication of the decision of the Board. 


CIVIL SERVICE RETIREMENT COVERAGE 


Section 13 (a) provides that, effective on and after the first day of 
the first pay period which begins in the third calendar month following 
the calendar month in which the bill is enacted, the act of July 8, 
1937 (50 Stat. 478; 68 Stat. 17), the so-called Cash Relief Act, shall 
be applicable only with respect to those individuals within the classes 
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of individuals subject to such act whose employment was terminated 
prior to such first day of such first pay period, in the manner provided 
by the first section of such act. On and after such first day of such 
first pay period, the Civil Service Retirement Act will be applicable 
with respect to those individuals in the service of the Canal Zone 
Government or the Panama Canal Company, who, except for the 
provisions of the preceding sentence, would be within the classes of 
individuals subject to the Cash Relief Act. 

Section 13 (b) requires that, on or before such first day of such 
first pay i the Panama Canal C ompany shall pay, as an agency 
contribution, an amount into the civil service retirement and “disa- 
bility fund created by the act of May 22, 1920. This amount is 
required to be paid for each individual who is employed, on such 
first day of such first pay period, by the Canal Zone Government or 
by the Panama Canal Company, and who, under the provisions of 
section 13 and as a result of the operation of the Civil Service Retire- 
ment Act, is subject to the Civil Service Retirement Act on and after 
such first ‘day of such first pay period. 

This amount is to be paid for service performed by such individual 
in the employment of the Panama Railroad Company during the 
period which began on June 29, 1948, and ended on June 30, 1951, or 
the Panama Canal (former individual agency), the Canal Zone Gov- 
ernment, or the Panama Canal Company during the period which 
began on July 1, 1951, and which ends immediately prior to such first 
day of such first pay period. 

The amount required to be paid is an amount which is equal to the 
aggregate amount which the individual concerned would have been 
required to contribute for retirement purposes if he had been subject 
to the Civil Service Retirement Act during the periods of service 
referred to above. 

It should be noted that the amounts paid by the Panama Canal 
Company under section 13 (b) are agency contributions and will not 
become a part of the individual accounts of the employees concerned. 

Moreover, the payment of this amount will not operate to relieve 
any individual concerned of the 10 percent annuity reduction which 
would result in his case for failure to make the payment of employee 
contributions in accordance with the Civil Service Retirement Act 
for the periods of service referred to above. 

Section 13 (c) provides that nothing contained in section 13 shall 
affect. the rights of any individual existing immediately prior to the 
effective date specified in section 13—that is, the first day of the first 
pay period above specified. 

Section 13 (c) also provides that nothing contained in section 13 
shall affect the continuing obligations of the Canal Zone Government 
and the Panama Canal Company under section 4 (a) of the Civil 
Service Retirement Act to reimburse the civil-service retirement and 
disability fund for Government contributions to such fund for service 
performed on or after such first day of such first pay period above 
specified, by the employees concerned. 

It may be noted that section 4 (a) of the Civil Service Retirement 
Act in effect replaces similar reimbursement requirements contained 
in section 246 (e) and section 252 of title 2 of the Canal Zone Code, 
as amended (62 Stat. 1080; 64 Stat. 1041). 
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PARTICIPATION IN TRAINING PROGRAMS 


Section 14 provides that any training program of any department 
shall be applied uniformly to each employee, irrespective of whether 
such employee is a United States citizen or a citizen of the Republic 
of Panama. Such section 14 further provides that each such employee 
who is a citizen of the Republic of Panama shall be afforded oppor- 
tunity to participate in such training program on the same basis as 
that upon which opportunity to participate in such training program 
is afforded to employees who are citizens of the United States. 


ADMINISTRATION 


Section 15 establishes specifically the authority of the President 
as the coordinating executive authority with respect to the application 
and operation of the provisions of the bill. 

Section 15 (a) specifically requires that the President shall co- 
ordinate the policies and activities of the respective departments 
under the provisions of the bill. 

Section 15 (b) authorizes the President to promulgate such regula- 
tions as may be necessary and appropriate to carry out the provisions 
and accomplish the purposes of the bill. 

Section 15 (c) specifically authorizes the President to delegate 
any authority vested in him by the bill and to provide for the redele- 
gation of any such authority. 

[t should be noted that the extent to which such authority may be 
delegated is not limited. In the opinion of the committee, however, 
this delegation should be retained at a level which will assure independ- 
ence of action and responsibility to the Congress. 


CHANGES IN EXISTING LAW 


Section 16 amends existing provisions of the Classification Act of 
1949, as amended, and repeals certain existing provisions of other laws 
relating to compensation of employees in the Canal Zone. Such 
amendment and repeal are necessary to the implementation of the 
provisions of item 1 of the memorandum of understandings. 

Subsection (a) of section 16 amends paragraph (21) of section 202 
of the Classification Act of 1949, relating to the exclusion from the 
coverage of such act of certain classes of employees in the Canal Zone, 
in conformity with the provisions of item 1 of such memorandum of 
understandings. The amendment is to the effect that the Classiiica- 
tion Act of 1949 shall not apply to employees of any department who 
are stationed in the Canal Zone. The amendment also provides that, 
in the case of any department which has employees stationed in both 
the Canal Zone and the Republic of Panama, such employees who are 
stationed in the Republic of Panama may be excluded from the appli- 

cation of the Classiiication Act of 1949 upon request of such depart- 
men approved by the Civil Service Commission. 

Subsection (b) of section 16 repeals (1) paragraph (32) of section 202 
of the Classification Act of 1949, which becomes unnecessary with the 
enactment of this legislation, (2) subsection (c) of the first section of 
the act of October 25, 1951, relating to the compensation of policemen, 
firemen, and teac hers in the Canal Zone, which is superseded by the 
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rovisions of this legislation, and (3) section 804 of the Postal Field 
Sovud Compensation Act of 1955 and section 404 of the act of May 
27, 1958, relating to the payment of compensation to postal employees 
in the Canal Zone, which are superseded by the provisions of this 
legislation. 

Subsection (c) of section 16 provides that subsections (a) and (b) 
of such section shall become effective on the first day of the first pay 

eriod which begins more than 60 days after the date of issuance of 

residential regulations under section 15 (b) of this legislation. Such 
effective date is in accordance with the effective date of the initial 
establishment of rates of basic compensation under section 5 (e) of 
this legislation. 


APPLICABILITY OF CERTAIN EXISTING LAW 


Section 17 provides that nothing contained in any provision of the 
bill shall affect the application and operation of certain provisions of 
law. These provisions are as follows: 

(1) The Veterans’ Preference Act of 1944; 

(2) Section 6 of the act of August 24, 1912 (the Lloyd-La Follette 
Act); and 

(3) To the extent applicable to certain classes of employees 
within the purview thereof, section 23 of the Independent Offices 
Appropriation Act, 1935, and section 205 of the Federal Employees’ 
Pay Act of 1945. 

SFFECTIVE DATES 


Section 18 establishes the effective dates for the provisions of the 
bill. The provisions of the bill are effective on the date of enactment 
of the bill, except as provided in section 4 (effective date of employ- 
ment standards), section 5 (effective date of initial adjustments of 
compensation rates), section 7 (initial effective date of allowances and 
differentials for United States citizen employees), section 10 (effective 
date of Canal Zone merit system), section 13 (effective date with 
respect to civil service retirement coverage), and section 16 (effective 
date of changes in existing law). 


CHANGES IN Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
passed by the Senate, are shown as follows (existing law proposed to 


be omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


CLASSIFICATION Act oF 1949, as AMENDED 
Src. 202. This Act (except title XII) shall not apply to: 
(1) *x* * * 
(2) * * * 


* * * * * * . 


[(21) teachers, school officers, and members of the Police and 
Fire Departments of the Panama Canal whose rates of compen- 
sation are fixed by the Governor of the Panama Canal with refer- 
ence to the rates of compensation for similar positions in the 
municipal government of the District of Columbia;] 
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(21) employees of a department stationed in the Canal Zone and, 
at the discretion of the Civil Service Commission upon the request of 
a department, employees stationed in the Republic of Panama rf 
employed by a department having employees stationed both in the 
Republic and in the Zone. 


Act or Octoser 25, 1951 (Cx. 560, 65 Strat. 637) 
* x a oe a BS * 


(c) In the exercise of the authority granted by section 81 of title 2 
of the Canal Zone Code, as amended, the Governor of the Canal Zone 
is authorized and directed to grant additional compensation to police- 
men, [firemen,] fire officers, and schoolteachers employed by the 
Canal Zone Government, whenever additional compensation is granted 
to employees of the District of Columbia employed in similar or com- 
parable positions. The additional compensation for such Canal Zone 
employees shall be effective as of the date any additional compensa- 
tion is granted to similar or comparable employees of the District of 


Columbia. 
O 











85TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
2d Session ° 5 NIVERSITY No. 1870 


READING ROO VM. . i 
OVERTIME PAY OF CERTAIN LONG-TOUR EMPLOYEES 


June 11, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mrs. GRANAHAN, from the Committee on Post Office and Crvil 
Service, submitted the following 


REPORT 
[To accompany 5. 1901] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 1901) to amend section 401 of the Federal Em- 
plovees Pay Act of 1945, as amended, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE 


The purpose of this legislation is to remove an inequity that has 
arisen in the administration of existing law relating to the overtime 
pay of fire fighters and certain other employees of the Federal Govern- 
ment when they are required to work in excess of their regularly 
established tours of duty. 

STATEMENT 


This legislation will amend existing law so as to require payment of 
overtime compensation, at the usual time and one-half rate, to fire 
fighters and certain other employees for periods of work performed in 
excess of their regularly established tours of duty. 

Most salaried emplovees of the Government presently receive time 
and one-half pay for overtime service in excess of their regular tours 
of duty in accordance with the Federal Employees Pay Act of 1945. 
Section 401 of such act was amended by Public Law 763, 83d Congress, 
to provide a new “premium” compensation formula for employees in 
positions requiring standby service during longer than ordinary periods 
of duty. This amendment authorized the payment of additional 
compensation to employees having regular tours of duty substantially 
in excess of 40 hours a week including a considerable portion of 
standby duty. The additional compensation is on the basis of a 
percentage of straight-time pay fixed at the option of the employing 
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department or agency, subject to approval by the. Civil Service 
Commission, but not in excess of 25 percent of the straight-time pay. 
Such additional compensation is in lieu of all other overtime night 
differential, and holiday premium pay—including overtime pay for 
any unscheduled or irregular overtime duty extending beyond the 
regularly established tour of duty. 

This provision has operated to reduce overtime pay in many in- 
stances far below the amount of overtime pay affected employees 
would receive were they given the usual time and one-half pay for 
their unscheduled or irregular duty in excess of their regularly estab- 
lished tours of duty. Fire fighters, numbering approximately 10,000, 
constitute the largest single group of Federal emplovees presently 
subject to the premium compensation amendment made by Public 
Law 763-—-and, consequently, the major employee group with respect 
to which this legislation will accomplish necessary corrections in 
overtime pay. 

S. 1901 will require payment to these employees at the usual time 
and one-half rate for any unscheduled or irregular duty they are called 
on to perform in excess of their regularly established tours of duty. 
The “additional pay” on the basis of a percentage of straight time, 
provided for at the option of the employing department or agency 
under existing law, will remain in effect but will represent compensa- 
tion only for those hours of work in excess of 40 hours per week per- 
formed by an employee within his regularly scheduled tour of duty. 

This will place the fire fighters and ‘other classes of employees who 
are subject to long-tour standby duty on a basis substantially equal 
to that of other salaried Federal employees with respect to compensa- 
tion for unscheduled and irregular overtime service they are called on 
to perform beyond their regularly established tours of duty. Such 
overtime compensation would not be paid for eating and sleeping time 
during periods of assignment to duty beyond their regularly estab- 
lished tours of duty. In this respect, therefore, the legislation is con- 
sistent with the related provisions of the Federal E mployvees Pay Act 
of 1945 and the Fair Labor Standards Act. The Department of De- 
fense, under which most of the fire fighters are employed, and the 
Civil Service Commission have recommended enactment of this legis- 
lation. The Department of Defense reports that the additional cost 
will be so small as to be of no consequence since there is involved only 
overtime work in excess of regularly established tours of duty which 
is readily controlled by administrative action. 

The report of the Civil Service Commission and the statement of 
the designated representative of the Department of Defense recom- 
mending this legislation follow: 


Unirep Srares Crvit Service ComMIssion, 
Washington, D. C., August 22, 1857. 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washmmgton, D.C. 

Dear Mr. Murray: This is in further reference to your letter of 
August 9, 1957, requesting the Commission’s views on S. 1901, an act 
approved by the Senate, to amend section 401 of the Federal Em- 
tae Pay Act of 1945, as amended. 

The Federal Employees Pay Act of 1945, as amended, provides 
overtime, night, and holiday pay for most salaried employees of the 
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Government outside the postal service. Section 401, paragraph (1) 
of the act permits agencies, with the approval of the Civil Service 
Commission, to pay additional annual compensation to employees 
who have usually long tours of duty including a substantial proportion 
of standby duty. Fire fighters are the largest group of such em- 
ployees. The additional annual pay, when its use is elected by an 
agency, takes the place of all other overtime, night, and holiday pay 
for the emplovees concerned, including overtime pay for irregular, 
unscheduled overtime duty. The additional annual pay may not 
exceed 25 percent of that part of an employee's salary not in excess 
of ~ minimum rate of grade GS-9, now $5,440. 

1901 would so amend paragraph (1) of section 401 that a standby 
caighayel receiving additional annual pay would receive, in addition, 
overtime pay on the usual hourly basis for irregular, unscheduled over- 
time duty in excess of his regular tour. His additional annual pay 
would become compensation for only the hours of work within his 
regularly scheduled tour. 

Section 401 of the Federal Employees Pay Act was added by section 
208 (a) of Public Law 763, approved September 1, 1954. Paragraph 
(1) was designed to provide a method of compensating standby em- 
ployees for unusually long tours of duty which would be simple and 
would recognize that much of their time on duty is spent either in 
standing by without performing actual work or in sleeping and eating. 
Before its enactment, many problems were encountered in applying 
the usual hourly system of overtime, night, and holiday pay to the 
unusual tours of duty and working conditions of standby employees. 

Section 401, paragraph (1) now permits agencies a choice between 
two systems of premium pay for standby employees. An agency 
may either continue to pay such employees meeting the requirements 
of paragraph (1) under their former system of hourly premium) rates 
for overtime, night, and holiday work, or it may apply the new system 
of additional annual pay to such employees. Whenever the new sys- 
tem is used it replaces completely the former hourly premium pay 
system—the employee concerned receives additional pay on an annual 
basis distributed evenly over all pay periods during a year, irrespective 
of the number of hours of overtime (scheduled or unscheduled), night 
and holiday work performed during any particular period. 

5S. 1901 has one disadvantage. It is a departure from the present 
general concept of paragraph (1) and would reintroduce some of the 
complexities inherent in applying an hourly system of overtime pay 
to employees whose duty tours include substantial standby time. 
The amount of irregular, unscheduled overtime duty required of 
standby employees should not be great, however. ‘To some extent it 
is subject to administrative control. 

The principal advantage of S. 1901 is that it would pay each fire 
fighter or other standby employee for irregular, unscheduled over- 
time duty in proportion to the amount he is required to perform. 
Rates of additional annual compensation for standby employees can 
be adjusted to provide additional pay appropriate for compensating, 
on the average, the irregular, unscheduled overtime duty of any group. 
Pay for irregular, unscheduled overtime duty fixed in this way, how- 
ever, does not vary directly with the specific hours of such work per- 
formed by each individual in the group. Experience since enactment 
of section 401 has shown that situations exist in which payment for 
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irregular, unscheduled overtime duty on an hourly basis would achieve 
more equitable results than taking such duty into account in setting 
rates of additional annual compensation. 

Accordingly, the Commission does not object to the provisions of 
S. 1901. 

We suggest, however, that language be included in S. 1901 or in the 
¢eommittee’s report to establish clearly that it is not intended that 
the Government pay standby employees for time allowed for eating 
and sleeping during irregular, unscheduled overtime assignments. — Lt 
would be quite possible, for example, for a fire fighter to be called in 
to perform an extra 24-hour tour as a replacement for a fire fighter 
on leave. During this tour he would generally be allowed 8 hours 
for sleeping and eating. Standby employees paid under the regular 
hourly premium pay provisions of the Federal Employees Pay Act 
are not paid for uninterrupted periods allowed for sleeping and eating, 
nor does the Fair Labor Standards Act require payment to standby 
emplovees in industry for such periods. 

We have been advised by the Bureau of the Budget that there is no 
objection to the submission of this report to your committee. 

Sincerely yours, 

By direction of the Commission: 

Harris E.usworta, Chairman. 


STATEMENT OF Mr. FRANKLIN KeLso, DrtrRecTroRATE OF 
CiviLIAN PERSONNEL, H&apavarterRs, Unitep Srares 
Arr Forcr 


Madam Chairman and members of the subcommittee, | 
am Franklin Kelso of the Directorate of Civilian Personnel, 
Department of the Air Force. The Secretary of Defense has 
designated the Air Force as the agency responsible for pre- 
senting the views of the Department of Defense on S. 1901. 
I am accompanied by H. W. Boyles and George D. Sutton, 
Department of the Navy; Howard Watts, Department of 
the Army; and Edward Sompayrac, Office of the Secretary 
of Defense; who are available as supporting witnesses. 

5. 1901 would enable the Department of Defense to pay 
overtime pay primarily to fire-fighting personnel for time 
which is in excess of their regularly scheduled tour of duty. 
It would correct an inequity which currently exists. 

Public Law 763, 83d Congress, provided that fire-fighting 
employees would receive up to 25 percent additional annual 
compensation in lieu of other premium compensation. This 
additional annual compensation was established in order to 
avoid the complexities which arise in attempting to determine 
premium compensation for night, overtime, and holiday 
work caused by long periods of standby duty performed by 
such personnel. Specifically, a fire nore who works a 
regularly scheduled tour of 72 hours a week (three 24-hour 
days) is paid a percentage of annual compensation instead 
of other premium pay. 

Fire fighters normally are on duty a 60- or 72-hour week 
rather than the standard 40-hour week. The premium pay 
provided by section 401 covers the normal situation for 
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these people. It does not provide compensation for emer- 
gency or irregular duty in excess of the regular 60-hour or 
72-hour week. 

Occasionally, these two situations arise: (1) An employee 
is fighting a fire at the end of his regular tour of duty. Due 
to the emergency, he is required to remain on duty until the 
fire is under control; (2) an employee is required to serve an 
additional standby shift for another employee who is ill. 

In both of these situations, the employee may not be paid 
premium compensation for overtime beyond the regularly 
established tour. 

Fire-fighter premium compensation was established for an 
employee in @ position requiring him “regularly to remain at, 
or within the confines of, his station.”’ It is therefore the 
opinion of the Department of Defense that the premium 
compensation provided was intended to be in lieu of other 
premium compensation payable for this regularly scheduled 
tour of duty. 

However, the Comptroller General has ruled otherwise. 
In 1956, Walter Reed Army Medical Center paid Mr. Leslie 
Crook, a fire fighter, overtime pay in addition to premium 
percentage compensation established under Public Law 763. 
The Comptroller General took exception to these payments 
and in a letter to the Secretary of the Army, dated September 

1, 1956, stated: 

“After examining the legislative history of the amendatory 
enactment of September 1, 1954, Public Law 763, it is our 
view that no overtime compensation is allowable to Mr. 
Crook and the other employees involved which is in addition 
to the 15 percent premium compensation otherwise being 
paid under section 401 (a) (1) of the Federal Employees’ 
Pay Act of 1945, as amended.” 

In this same letter, the Comptroller General suggested 
exploring the possibility of determining whether a higher 
rate of premium compensation should be paid if considerable 
amounts of such overtime were involved. 

The Department of Defense has explored this suggestion 
and feels its adoption would not meet the needs of the 
Department. Surveys of irregular overtime served by fire 
fighters indicate that amounts and frequency of overtime 
are not sufficient to justify higher percentage rates. 

For this reason, and those cited above, the Department 
of Defense favors S. 1901 as proposed. However, the Depart- 
ment feels that it should be made clear that personnel paid 
under the provisions of this bill, if enacted, will not be paid 
for time spent eating and sleeping. Total costs cannot be 
estimated, but are deemed to be nominal and can be absored 
within available appropriations. 


5 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XITI of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows. (new matter is printed i in italic, 
existing law in which no change is proposed is shown in roman): 


Section 401 or THE Feperat Emptoyers Pay Act or 1945 (5 U.S.C. 
926) 


TITLE ITV—SPECIAL PROVISIONS FOR CERTAIN TYPES OF WORK 


Src. 401. The head of any department, independent establishment, 
or agency, including Government-owned or controlled corporations, 
or of the municipal government of the District of Columbia may, 
with the approval of the Civil Service Commission, provide that 


(1) any officer or employee in a position requiring him. regu- 
larly to remain at, or within the confines of, his station during 
longer than ordinary periods of duty, a substantial part of w hich 
consists of remaining in a standby status rather than performing 
work, shall receive premium compensation for such duty on an 
annual basis in lieu of premium compensation. provided by any 
other provisions of this Act, except for irregular, unscheduled 
overtime duty in eccess of his regularly scheduled weekly tour. 
Premium compensation under this paragraph shall be determined 
as an appropriate percentage (not in excess of 25 per centum) 
of such part of the rate of basic compensation for any such 
position as does not exceed the minimum scheduled rate of basic 
compensation provided for grade GS 9 in the Classification Act 
of 1949, as amended, by taking into consideration the number of 
hours of actual work required in such position, the number 
of hours required in a standby status at or within the confines of 
the station, the extent to which the duties of such position are 
made more onerous by night or holiday work, or by being extended 
over periods of more than forty hours a week, and any other 
relative factors; or 

(2) any officer or employee in a position in which the hours of 
duty eannot be controlled administratively, and which requires 
substantial amounts of irregular, unscheduled, overtime duty and 
duty at night and on holidays with the officer or employee gener- 
ally being responsible for recognizing, without supervision, cir- 
cumstances which require him to remain on duty, shall receive 
premium compensation for such duty on an annual basis in lieu 
of premium compensation provided by any other provisions of this 
Act, except for regularly se heduled overtime duty. Premium 
compensation under this paragraph shall be determined as an 
appropriate percentage (not in excess of 15 per centum) of such 
part of the rate of basic compensation for any such position 
as does not exceed the minimum scheduled rate of basic compen- 
sation provided for grade GS-9 in the Classification Act of 1949, 
as amended, by taking into consideration the frequency and dura- 


tion of night, holiday, and unscheduled overtime duty required 
in such position. 














So5tH Concress | HOUSE OF RR RRSRARATIVES REPoRT 
2d Session j OF MICHIGAN No. 1871 


READING ROOM 


(MENDING THE PUBLIC BUILDINGS ACT OF 1949, TO AUTHORIZE 
THE ADMINISTRATOR OF GENERAL SERVICES TO NAME, RE- 
NAME, OR OTHERWISE DESIGNATE ANY BUILDING UNDER 
THE CUSTODY AND CONTROL OF THE GENERAL SERVICES 
ADMINISTRATION 


June 12, 1958.—-Referred to the House Calendar and ordered to be printed 


Jones of Alabama, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany 8. 2108] 


The Committee on Public Works, to whom was referred the bill 
(S. 2108) to amend the Public Buildings Act of 1949, to authorize the 
Administrator of General Services to name, rename, or otherwise 
designate any building under the custody and control of the General 
Services Administration, having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do 
pass, 


PURPOSE OF THE BILL 


The purpose of the bill is to relieve the Bureau of the Budget of the 
unnecessary administrative work of approving the naming, renaming, 
or other designation, by the Administrator of General Services of any 
building under the custody and control of the General Services Ad- 
ministration. Under present law, the Bureau of the Budget is re- 
quired to approve the change or rechange of the name or designation, 
by the Administrator of General Services, of any building in the 
custody and jurisdiction of the General Services Administration. 


GENERAL STATEMENT ~ 
S. 2108 would amend section 410 of the Public Buildings Act of 
1949, as amended (40 U.S. C. 298d) by eliminating the requirement 
of approval by the Burean of the Budget, and thus relieve that agency 


of the administrative work in connection with approving the naming 
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or other designation of any building under the custody or control of 
the General Services Administration. 

A name or number originally given a building by act of Congress 
for a particular occupying agency might not be appropriate if the 
building is later occupied by another agency or agencies. S. 2108 
would ‘simplify the procedure for changing the names of Federal 
buildings when deemed desirable, and would provide the Adminis- 
trator adequate authority for such action, irrespective of whether 
the building had been previously named by statute. 

The committee believes the present statutory requirement for 
approval by the Bureau of the Budget is unnecessary, and recom- 
mends enactment of S. 2108. 


AGFNCY COMMENTS 


The legislation was requested by the Administrator of General 
Services and has the approval of the Bureau of the Budget, as evi- 
denced by the following communications: 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., May 1, 1957. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is transmitted herewith for referral to 
the appropriate committee, a draft bill prepared by this agency, to 
amend the Public Buildings Act of 1949, to authorize the Adminis- 
trator of General Services to name, rename, or otherwise designate 
any building under the custody and control of the General Services 
Administration. 

The bill is intended to relieve the Bureau of the Budget of the un- 
necessary administrative work of approving the naming, renaming, o 
other designation, by the Administrator of General Services, of any 
building under the custody and control of the General Services 
Administration. 

Under present law, the Bureau of the Budget is required to approve 
the change or rechange of the name or designation, by the Adminis- 
trator of General Services, of any building in the custody and juris- 
diction of the General Services Administration. 

The Inventory Report on Federal Real Property in the United 
States as of June 30, 1955, shows that the General Services Adminis- 
a ig has jurisdiction and control of 934 installations comprising 

2,651 buildings out of a total of 384,916 buildings controlled by Agri- 
culture, Commerce, Defense, HEW, Interior, Justice, Post Office, 
Treasury, Housing and Home Finance Agency, Veterans’ and num- 
erous smaller agencies. 

The Administrator of General Services is authorized by the bill to 
name, rename, or otherwise designate any building under the custody 
and control of the General Services Administration, regardless of 
whether it was previously named by statute. The authority given to 
the Administrator under the bill would exist irrespective of whether 
a building had been previously named by statute. A building origi- 
nally named by an act of Congress for a particular occupying agency 
may have to be renamed if it is later occupied by another agency or 
agencies. The bill would give the Administrator the authority to 
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rename the building in the case where the original name is no longer 
appropriate. 

The Bureau of the Budget believes the present statutory require- 
ment for its approval is unnecessary and recommends that the pro- 
posed bill receive favorable consideration. 

For these reasons, this agency urges prompt and favorable considera- 
tion of the draft bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this proposed legislation to the Congress. 

Sincerely yours, 
FRANKLIN G. Fioets, Administrator. 
Enclosure. 


A BILL To amend the Public Buildings Act of 1949, to authorize the Adminis- 
trator of General Services to name, rename, or otherwise designate any building 
under the custody and control of the General Services Administration 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That Section 410 of the Public 
Buildings Act of 1949, as amended (40 U. S. C. 298d) is hereby 
amended to read as follows: 

“Src. 410. The Administrator of General Services is authorized, 
notwithstanding any other provision of law, to name, rename, or 
otherwise designate any building under the custody and control of the 
General Services Administration, regardless of whether it was pre- 
viously named by statute.” 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGeEt, 
Washington, D. C., June 11, 1957. 
Hon. Dennis CHAVEZ 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrMan: This is in response to your request of 
May 17, 1957, for a report on S. 2108, a bill to amend the Public 
Buildings Act of 1949, to authorize the Administrator ot General 
Services to name, rename, or otherwise designate any building under 
the custody and control of the General Services Administration. 

Section 410 of the Public Buildings Act of 1949 as amended (40 
U. S. C. 298d), currently authorizes the Administrator of General 
Services, with the approval of the Bureau of the Budget, and notwith- 
standing any other provision of law, to change or rechange the name 
or designation of any building in the custody and jurisdiction of the 
Administrator of General Services. The bill would amend section 410 
by authorizing the Administrator of General Services, notwithstanding 
any other provision of law, to name, rename, or otherwise designate 
any building under the custody and control of the General Services 
Administration. Approval of the Bureau of the Budget would no 
longer be required. 

The Burean of the Budget believes that the present statutory re- 
quirement for its approval is unnecessary, and recommends that favor- 
able consideration of the bill be given by your committee. 

Sincerely yours, 
Prerctivat F. Brunpaar, Director. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law proposed by the bill are 
shown in parallel columns as follows: 


SECTION 410, PUBLIC BUILDINGS NEW LANGUAGE 
ACT OF 1949, AS AMENDED 
The Administrator of General 
The Federal Works Adminis- Services is authorized, notwith- 
trator, with the approval of the standing any other provision of 
Bureau of the Budget, is author- law, to name, rename, or other- 
ized, notwithstanding any other wise designate any building under 
provision of law, to change or the custody and control of the 
rechange the name or designation General Services Administration, 
of any building in the custody and regardless of whether it was pre- 
jurisdiction of the Federal Works viously named by statute. 
Agency. 
a 
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AMENDING AN ACT EXTENDING THE AUTHORIZED TAKING AREA 
FOR PUBLIC BUILDING CONSTRUCTION UNDER THE PUBLIC 
BUILDINGS ACT OF 1926, AS AMENDED, TO EXCLUDE THERE- 
FROM THE AREA WITHIN E AND F STREETS AND 19TH STREET 
AND VIRGINIA AVENUE NW., IN THE DISTRICT OF COLUMBIA 


JuNE 12, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Jones of Alabama, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany §. 2109] 


The Committee on Public Works, to whom was referred the bill 
(S. 2109) to amend an act extending the authorized taking area for 
public building construction under the Public Buildings Act of 1926, 
as amended, to exclude therefrom the area within E and F Streets 
and 19th Street and Virginia Avenue NW., in the District of Colum- 
bia, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 2109 is to repeal an authorization no longer 
needed, to acquire certain land in the District of Columbia for con- 
struction purposes, thereby removing a cloud from the area and free 
it for full private development. 


GENERAL STATEMENT 


The act of March 31, 1938 (52 Stat. 149), as amended, extends the 
area within the District of Columbia within which sites may be ac- 
quired and buildings constructed pursuant to the Public Buildings 
Act of 1926. It authorized the Administrator of General Services to 
acquire, by purchase, condemnation, or otherwise, various lands which 
he determined should be acquired for the purpose, including the area 
between E and F Streets and 19th Street and Virginia Avenue NW., 
known as squares 122, 104, 81, and 58. 
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The area was originally intended as buffer space between contem- 
plated Federal building development and private building develop- 
ment to the north. Notwithstanding inclusion of these four squares 
in the public taking area, some private development therein has 
occurred. The south half of square 104 is now occupied by the new 
American Red Cross Building. There are no Government holdings 
on any of the other property covered by the provisions of this bill. 
One building in square 81 is presently leased by the General Services 
Administration to house certain of its activities and of the Depart- 
ment of State. 

The area proposed to be excluded from the taking authorization 
by S. 2109 is no longer needed in connection with plans for Federal 
building development in the District of Columbia, nor is its use as 
a buffer zone considered desirable. The bill would repeal a now 
unneeded authorization to acquire certain land, and permit free, 
unrestricted use of the area for full private development. 


AGENCY COMMENTS 


The legislation was requested by the Administrator of General 
Services and has the approval of the Bureau of the Budget, as 
evidenced by the following communications: 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., March 22, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: There is transmitted herewith, for referral 
to the appropriate committee, a draft bill prepared by this agency, 
to amend an act extending the authorized area for public building 
construction under the Public Buildings Act of 1926, as amended, to 
exclude therefrom the area within E and F Streets and 19th Street 
and Virginia Avenue NW., in the District of Columbia. 

The bill is intended to repeal a now unneeded authorization to ac- 
quire certain land in the District of Columbia for construction pur- 
poses. This will remove a governmentally imposed cloud from the 
area and free it for full private development. 

The act of March 31, 1938, chapter 58 (52 Stat. 149), as amended, 
extends the area within the District of Columbia within which sites 
may be acquired and buildings constructed pursuant to the Public 
Buildings Act of 1926. It authorizes the Administrator of General 
Services, to acquire, by purchase, condemnation, or otherwise, various 
lands which he determines should be acquired for the purpose, includ- 
ing the area between E and F Streets and 19th Street and Virginia 
Avenue NW., known as squares 122, 104, 81, and 58. 

The area proposed to be excluded was originally intended as buffer 
space between contemplated Federal building development (for a 
quartermaster’s stores and headquarters building and a White House 
garage) and private building development to the north. Notwith- 
standing inclusion of the subject squares in the public taking area, 
private development therein has occurred. 

Since 1952 the south half of square 104 has been occupied by the 
Red Cross Building. In 1941 this agency acquired all privately owned 
property in said half as a site for a temporary Federal office building 
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to be used for national defense purposes. The project was deferred 
because the Alley Dwelling Authority developed its portion within 
this south half for temporary housing for war workers. Under the 
act of July 1, 1947 (61 Stat. 241), these sites of GSA and the Alley 
Dwelling Authority (renamed National Capital Housing Authority) 
were made available for construction of the Red Cross Building. 

There are no Government holdings in the north half of square 104 
nor in any of the other squares covered by the proposed legislation. 
The property known as 515 22d Street NW., in square 81, is presently 
leased by this agency to house certain activities of the State Depart- 
ment and of GSA. 

The area sought to be excluded from the proposed taking authoriza- 
tion is no longer needed in connection with plans for Federal building 
development in the District of Columbia. Such building there is not 
expected nor is its use as a buffer zone desirable. 

The National Capital Planning Commission and the Commission 
of Fine Arts have concurred in this recommendation. 

This agency urges prompt and favorable consideration of the draft 
bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this proposed legislation to the Congress. 

Sincerely yours 
FRANKLIN G. FLOETE, 
Administrator. 
A BILL To amend an act extending the authorized taking area for public build- 
ing construction under the Public Buildings Act of 1926, as amended, to exclude 


therefrom the area within E and F Streets and 19th Street and Virginia Avenue, 
Northwest, in the District of Columbia 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Act of March 31, 
1938, ch. 58 (52 Stat. 149), is amended by deleting, following the term 
“Squares’”’, the numbers «199. 104, 81, 58”. 


EXEcuTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington, D. C., June 21, 1957. 
Hon. Dennis CHAVEZ, 


Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuarrman: This is in reply to your letter of May 
17, 1957, requesting the views of this office with respect to S. 2109, 
a bill to amend an act extending the authorized taking area for 
public building construction under the Public Buildings Act of 1926, 
as amended, to exclude therefrom the area within E and F Streets 
and 19th Street and Virginia Avenue NW., in the District of Columbia. 

This measure would eliminate squares 122, 104, 81, and 58 from 
the Government’s “taking area.”” The General Services Adminis- 
tration, the National Capital Planning Commission, and the Com- 
mission of Fine Arts maintain that these areas are no longer needed 
with respect to plans for Federal buildings. 

This office would have no objection to the enactment of this measure. 

Sincerely yours, 
Percy Rappaport, Assistant Director. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law proposed by this bill are 
shown as follows (existing law in which no change is made is printed 
in roman; omitted matter is printed within black brackets): 


Pusiic Law No. 455, 75raH ConGress 


That to enable the Secretary of the Treasury to acquire adequate 
sites for public buildings to be located within the areas hereinafter 
described, including suitable grounds, parking, and approaches neces- 
sary to a proper grouping of such buildings, the areas defined in the 
Act of May 25, 1926 (44 Stat. 630), as amended, within which sites 
or additions to sites for public buildings in the District of Columbia 
may be acquired, are hereby further extended, and the Secretary of 
the Treasury is authorized, empowered, and directed to acquire, pur- 
suant to the provisions of said Act, as amended, for the use of the 
United States, by purchase, condemnation, or otherwise, in addition 
to the areas already authorized, any land and buildings, including 
properties belonging to the District of Columbia, which he may deter- 
mine should be acquired, within the area west of Nineteenth Street, 
Northwest, bounded by New York Avenue Northwest, E Street 
Northwest, and the Potomac River; also squares [122, 104, 81, 58,9 59, 
44, and 33; and there is hereby authorized to be appropriated from 
time to time, in addition to the amounts heretofore authorized to carry 
out the purposes of the Act of May 25, 1926, as amended, such amounts 
as may be necessary to carry out the provisions of this ‘Act: Prov ided, 
That no street or alley shall be closed and vacated within the areas 
herein described unless the closing and vacating of such street or alley 
is mutually agreed to by the Secretary of the Treasury, the Commis- 
sioners of the District of Columbia, and the National Capital Park 
and Planning Commission. 

O 
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EXTENSION OF DEFENSE PRODUCTION ACT 


JuNE 12, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


[To accompany H. R. 10969] 


The Committee on Banking and Currency, to whom was referred 


the bill (H. R. 10969) to extend the Defense Production Act of 1950, 
as amended, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill would extend for 2 additional years, through June 30, 1960, 
the remaining powers of the President under the Defense Production 
Act of 1950. These include power to establish priorities for defense 
contracts, limited power to allocate materials for defense purposes; 
authority to guarantee loans made in connection with defense con- 
tracts; authority to make loans and purchases to build up our defense 
capacity and assure adequate supplies of defense materials; authority 
for businessmen to cooperate voluntarily in meeting defense needs 
without violating antitrust laws; and provision for establishment of a 
reserve of trained executives to fill Government positions in time of 
mobilization. 

These powers are now scheduled to expire June 30, 1958. They 
must be extended because some of these powers are needed now to 
maintain production schedules on missiles and other defense contracts; 
others are needed for longer range preparedness programs; and other 
powers must be maintained in readiness for possible future 
emergencies. 

PRIORITIES AND ALLOCATIONS 


The authority in title I of the Defense Production Act must be 
continued to assure prompt performance on contracts for guided 
missiles and other essential defense procurement contracts. Under 
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this title priority ratings are established which require defense con- 
tractors to give preference e to procurement contracts let by the Depart- 
ment of Defense and the Atomic Energy Commission, over any other 
contracts such suppliers may have. This power is now being used to 
assure that orders for missiles are given top priority over all other 
production. 

In addition to these priority powers, title I contains limited authority 
to allocate materials and facilities for defense purposes. This alloca- 
tion authority is the basis for the defense materials system, under 
which producers of basic forms and shapes of steel, copper, aluminum, 
and nickel alloys are required to set aside certain percentages of their 
production to fill identified orders of the Department of Defense and 
the Atomic Energy Commission. 


EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Authorities to facilitate expansion of productive capacity and 
supply needed for the defense effort are contained in title III of the act. 

The loan guaranty provisions contained in section 301 of the act 
are particularly useful to the procuring agencies in assisting their 
contractors in securing working capital and additional equipment 
needed for the performance of defense contracts. Guaranties are 
provided on loans made by public and private financing institutions. 
A guaranty fee is charged which is related to the percent of guaranty 
granted on the loan. ‘This fee is expressed as a percentage of interest 
charged on the loan. For instance the fee on a lean enjoying a guar- 
anty of 70 percent or less is set at 10 percent of the interest payable 
by the borrower. On a loan with over 95 percent guaranty the fee 
may amount to 50 percent of the interest payable by the borrower. 
The interest rate on guaranteed loans may not exceed 6 percent. 
Administrative expenses are paid out of guaranty fees and interest 
on loans receivable. Through the end of March 1958, loan guaranty 
agreements in the amount of $2.9 billion had been authorized. As of 
that date the total amount of such loans outstanding was $367 
million with $282 million of that amount guaranteed under the agree- 
ments. In addition $139 million was available to borrowers under 
guaranty agreements then outstanding. Net receipts after expenses 
to the guaranteeing agencies from September 1950 to March 31, 1958 
amounted to $29.2 million. Allowing approximately $2 million for 
outstanding loans which may be uncollectible, the net profit to the 
Government amounts to approximately $27.2 million under the 
program. 

The rapidly changing character of the military program requires 
frequent shifts in weapon emphasis and consequent accelerations and 
modifications of new weapons production; particularly is this true of 
the missile program. Guaranty assistance under section 301 is likely 
to be of continuing importance ‘for some time because of the difficulty 
in financing new types of production without guaranties of this type. 
The typical guaranty agreement covers loans outstanding at any one 
time up to a specified amount. Since these loans are usually short 
term, several dollars may be loaned and repaid under the guaranty 
agreement for each dollar of guaranty authority specified in the 
agreement. For instance, in the period from July 31, 1956, to July 
31, 1957, disbursements under this program on a revolving fund basis 
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amounted to approximately $1.2 billion. From July 31, 1957, through 
April 30, 1958, such disbursements have approximated $1 billion. 

The lending authority provided under section 302 of the act has 
not been used extensively. The authority is used to provide Govern- 
ment loans to expedite defense production by business concerns which 
are unable to obtain the needed credit from private sources. The 
function of making and administering loans to domestic private enter- 
prises under this section of the act is exercised by the Secretary of 
the Treasury upon certification for essentiality by the Office of Defense 
Mobilization. As of March 31, 1958, such gross loan certifications 
amounted to $386 million. Cancellation of certifications and retire- 
ments have reduced that figure to a balance due the Government of 
$200 million as of that date. Most of the programed mobilization 
plant re for the defense effort has been financed by private 
capital. 

xtensive use has been made of the procurement authority under 
section 303 to assure adequate supplies of defense materials. The 
Defense Production Act inventory, together with other stockpiling 
activities under the Stockpiling Act, has substantially reduced the 
threat of wartime shortages of materials needed for defense. As 
these inventories have been built up, new use of this authority has 
slackened markedly. In the first 3 quarters of the current fiscal 
year the net increases in new procurement contracts and contract 
amendments were $2,068,000 for July-September 1957, $10,224,000 
for October-December 1957, and $6,710,000 for January—March 1958. 
These figures represent new purchases contracted for, less reductions 
in previously existing contracts. 

While the lending authority of section 302 and the long-term pro- 
curement and other authorities of section 303 have been used sparingly 
in the last year or more it is likely that critical needs for such assistance 
will arise from time to time. Accelerated research and development 
of new weapons may result in sharp increases in requirements for key 
materials, such as rocket fuels and high-temperature alloys, and a 
need for new or expanded processes and capacity to produce critical 
items. 

VOLUNTARY AGREEMENTS 


Section 708 of the Defense Production Act authorizes the granting 
of an exemption from the antitrust laws for private parties voluntarily 
engaging in combined actions found to be in the public interest as 
contributing to the national defense. Under this authority there 
are presently in force 16 agreements establishing integration com- 
mittees for the Department of Defense. Those committees consist 
of all current and prospective contractors with the Department of 
Defense for the military end item involved and, by exchanging 
information, techniques and processes, are able to develop production 
practices, standardized parts and other devices for achieving a more 
efficient and uniform product. Those committees perform a valuable 
service for the current military programs and also provide a broad 
base of informed producers capable of a rapid expansion of military 
production in the event of war. 

Other voluntary agreements have been entered into under this 
section to deal with existing and potential shortages. An example 
is the agreement on foreign petroleum supply, which greatly helped 
in maintaining oil supplies for our Armed Forces and our allies during 
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the Suez crisis. Under this agreement, petroleum suppliers changed 
their normal business operations and worked together to fill essential 
needs during the emergency. 

At the same time the act provides for studies of such agreements 
by the Attorney General to guard against any unwarranted effects 
on competition or injury to small business. This provision has 
resulted in modifications of two agreements to meet objections raised 
by the Attorney General, and yet achieve the important defense 
objectives of the agreements. 


EXECUTIVE RESERVE PROGRAM 


Under section 710 (e) of the Defense Production Act, each agency 
having mobilization responsibilities is authorized to set up and train a 
reserve of persons from private life and from Government to fill execu- 
tive positions in the Federal Government in time of mobilization. 
Under this program 14 agencies have established such reserves and as 
of the middle of May had enlisted about 1,150 reservists. The 
reservists are being made familiar with the various mobilization plans 
related to their expected wartime positions and they participate in 
test exercises such as the annual Operation Alert. The immediate 
availability of such an executive reserve, capable and informed, to 
perform the many urgent administrative jobs would meet one of the 
most difficult problems of a rapid full-scale mobilization. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Tue Derense Propuction Act or 1950, as AMENDED 


* * * * * * * 


Src. 717. (a) Title I (except section 104), title III, and title VII 
(except section 714) of this Act, and all authority conferred thereunder 
shall terminate at the close of June 30 [1958] 1960. 


O 
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JUNE 12, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed. 


Mr. Coo.ey, from the Committee on Agriculture, submitted the 
following 


REPORT 
[To accompany H, R. 12224] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 12224) to amend the Agricultural Adjustment Act of 1938, as 


amended, with respect to acreage allotments for peanuts, having 


considered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 


The amendments are as follows: 

Page 1, line 6, strike out 1957” and insert ‘‘1959” 

Page 2, line 6, after the word “‘apply”’ insert “‘, beginning with the 
1959 crop,”’. 


STATEMENT 


The purpose of this bill is to make two relatively minor adjustments 
in the law relating to the allotment of peanut acreage. Section 1 
provides that production of peanuts on a farm which has no peanut 
acreage allotment will not make the farm eligible in subsequent 
years for an allotment as a farm with a history of peanut production. 

Section 2 amends the provision in the law permitting any farmer to 
produce up to 1 acre of peanuts without coming under the marketing 
quota provisions. The law is amended to provide that a producer 
may have an interest in only one such l-acre exemption. 

At hearings held by the committee, producers appeared to be 


strongly in favor of these amendments and the committee knows of 
no opposition to them. 


COMMITTEE AMENDMENTS 
The committee amendments will make the provisions of the bill 
effective with the 1959 crop instead of with the 1957 and 1958 crops, as 
provided in the original language of sections 1 and 2, respectively 
20006 
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DEPARTMENTAL APPROVAL 


Witnesses for the Department of Agriculture appeared in favor of 
the legislation at hearings conducted by the committee and, subse- 
quently, the Department’s favorable position was formalized by the 
following report on the bill: 

JUNE 11, 1958. 
Hon. Harotp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConcressMAN Cootey: This is in reply to your request for 
a report on H. R. 12224, a bill, to amend the Agricultural Adjustment 
Act of 1938, as amended, with respect to acreage allotments for 
peanuts. 

The Department recommends that the bill be passed. 

The first section of the bill provides (1) that the production of pea- 
nuts on a farm in 1957 or any subsequent year for which no farm 
allotment was established would not make the farm eligible for an 
allotment as an old farm under provisions of existing legislation, 
(2) the production of peanuts without an allotment would not cause 
the farm to be ineligible for a new farm allotment, and (3) the pro- 
duction of peanuts without an allotment would not be deemed as 
past experience in the production of peanuts for any producer on 
the farm. 

Under provisions of existing legislation the production of peanuts 
on a farm for which an allotment has not been established makes the 
farm eligible for an allotment as an old farm in the following year. 
Thus the allotments for farms on which peanuts have been grown for 
a number of years are subject to continued reduction to provide acre- 
age for farms which become eligible for allotments by reason of pro- 
ducing peanuts without an allotment. 

Section 2 of H. R. 12224 proposes a complete revision of section 
359 (b) of the act. This is the section which has provided the so-called 
l-acre exemption from the provisions of allotments and marketing 
quotas. Under this section 1 acre or less of peanuts may be produced 
and marketed without an allotment and without incurring marketing 
quota penalties. The revision of this section would provide that the 
l-acre exemption would apply only to those farms on which the pro- 
ducers interested in peanuts do not share in peanuts produced on any 
other farm. Enactment of this revised section would prevent farm 
operators from leasing numerous small tracts for the purpose of pro- 
ducing 1 acre or less of peanuts on each tract. It would also prevent 
a farm operator from utilizing his full allotment for commercial pur- 
poses and producing peanuts on another farm under the 1-year exemp- 
tion to be used for seed purposes the next year. 

Since peanuts have already been planted for harvest for the 1958 
crop we recommend that the provisions of H. R. 12224 be made 
applicable in connection with the 1959 and subsequent crops of 
peanuts. 

Enactment of this legislation will not involve the expenditure of 
additional funds. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morss, 
Acting Secretary. 
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In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT Act oF 1938, As AMENDED 
MARKETING QUOTAS 


Sec. 358. (a) Between July 1 and December 1 of each calendar year 
the Secretary shall proclaim the amount of the national marketing 
quota for peanuts for the crop produced in the next succeeding calen- 
dar year in terms of the total quantity of peanuts which will make 
available for marketing a supply of peanuts from the crop with re- 
spect to which the quota is proclaimed equal to the average quantity 
of peanuts harvested for nuts during the five years immediately pre- 
ceding the year in which such quota is proclaimed, adjusted for cur- 
rent trends and prospective demand conditions, and the quota so pro- 
claimed shall be in effect with respect to such crop. The national 
marketing quota for peanuts for any year shall be converted to a na- 
tional acreage allotment by dividing such quota by the normal yield 
per acre of peanuts for the United States determined by the Secretary 
on the basis of the average yield per acre of peanuts in the five years 
preceding the year in which the quota is proclaimed, with such cant 
ments as may be found necessary to correct for trends in yields and 
for abnormal conditions of production affecting yields in such five 
years: Provided, That the national marketing quota established for the 
crop produced in the calendar year 1941 shall be a quantity of peanuts 
sufficient to provide a national acreage allotment of not less than 
one million six hundred and ten thousand acres, and that the national 
marketing quota established for any subsequent year shall be a quan- 
tity of peanuts sufficient to provide a national acreage allotment of not 
less than that established for the crop produced in ‘the calendar year 
1941. 

(b) Not later than December 15 of each calendar year the Secretary 
shall conduct a referendum of farmers engaged in the production of 
peanuts in the calendar year in which the referendum is held to deter- 
mine whether such farmers are in favor of or opposed to marketing 
quotas with respect to the crops of peanuts produced in the three cal- 
endar years immediately following the year in which the referendum 
is held, except that, if as many as two-thirds of the farmers voting 
in any referendum vote in favor of marketing quotas, no referendum 
shall be held with respect to quotas for the second and third years of 
the period. The Secretary shall proclaim the results of the referendum 
within thirty days after the date on which it is held, and, if more than 
one-third of the farmers voting in the referendum vote against market- 
ing quotas, the Secretary also shall proclaim that marketing quotas 
will not be in effect with respect to the crop of peanuts produced in the 
calendar year immediately following the calendar year in which the 
referendum is held. 

(c) (1) The national acreage allotment for 1951, less the acreage 
to be allotted to new farms under subsection (f) of this section, shall 
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be apportioned among the States on the basis of the larger of the fol- 
lowing for each State: (a) The acreage allotted to the State as its 
share of the 1950 national acreage allotment of two million one hun- 
dred thousand acres, or (b) the State’s share of two million one 
hundred thousand acres apportioned to States on the basis of the 
average acreage, harvested for nuts in each State in the five years 
1945-49: Provided, That any allotment so determined for any State 
which is less than the 1951 State allotment announced by the Secretary 
prior to the enactment of this Act shall be increased to such announced 
allotment and the acreage required for such increases shall be in addi- 
tion to the 1951 national acreage allotment and shall be considered in 
determining State acreage allotments in future years. For any year 
subsequent to 1951, the national acreage allotment for that year, less 
the acreage to be allotted to new farms under subsection (f) of this 
section, shall be apportioned among the States on the basis of their 
share of the national acreage allotment for the most recent year in 
which such apportionment was made. 

(2) Notwithstanding any other provision of law, if the Secretary 
of Agriculture determines, on the basis of the average yield per 
acre of peanuts by types during the preceding five years, adjusted for 
trends in yields and abnormal conditions of production affecting 
vields in such five years, that the supply of any type or types of pea- 
nuts for any marketing year, beginning with the 1951-52 marketing 
year, will be insufficient to meet the estimated demand for c leaning and 
shelling purposes at prices at which the Commodity Credit Corpora- 
tion may sell for such purposes peanuts owned or controlled by it, 
the State allotments for those States producing such type or types 
of peanuts shall be increased to the extent determined by the Secretary 
to be required to meet such demand but the allotment for any State 
may not be increased under this provision above the 1947 harvested 
acreage of peanuts for such State. The total increase so determined 
shall be apportioned among such States for distribution among farms 
producing peanuts of such type or types on the basis of the average 
acreage of peanuts of such type or types in the three years immediately 
preceding the year for which the allotments are being determined. 
The additional acreage so required shall be in addition to the national 
acreage allotment, the production from such acreage shall be in addi- 
tion to the national marketing quota, and the increase in acreage 
allotted under this provision shall not be considered in establishing 
future State, county, or farm acreage allotments. 

(d) The Secretary shall provide for apportionment of the State 
acreage allotment for any State through local committees among 
farms on which peanuts were grown in any of the three years immedi- 
ately preceding the year for which such allotment is determined. The 
State acreage allotment for 1952 and any subsequent year shall be 
apportioned among farms on which peanuts were produced in any 
one of the 3 calendar years immediately preceding the year for which 
such apportionment is made, on the basis of the following: Past acre- 
age of peanuts, taking into consideration the acreage allotments previ- 
ously established for the farm; abnormal conditions affecting acreage 
land, labor, and equipment available for the production of peanuts; 
crop-rotation practices; and soil and other physical factors affecting 
the production of peanuts. Any acreage of peanuts harvested in 
excess of the allotted acreage for any farm for any year shall not be 
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considered in the establishment of the allotment for the farm in 
succeeding years. The amount of the marketing quota for each farm 
shall be the actual production of the farm acreage allotment, and no 
peanuts shall be marketed under the quota for any farm other than 
peanuts actually produced on the farm. 

(e) Notwithstanding the foregoing provisions of this section, the 
Secretary may, if the State committee recommends such action and 
the Secretary determines that such action will facilitate the effective 
administration of the provisions of the Act, provide for the appor- 
tionment of the State acreage allotment for 1952 and any subsequent 
year among the counties in the State on the basis of the past acreage 
of peanuts harvested for nuts (excluding acreage in excess of farm 
allotments) in the county during the five years immediately preceding 
the year in which such apportionment is made, with such adjustments 
as are deemed necessary for abnormal conditions affecting acreage, for 
trends in acreage, and for additional allotments for types of peanuts 
in short supply under the provisions of subsection (c). The county 
acreage allotment shall be apportioned among farms on the basis of 
the factors set forth in subsection (d) of this section. 

(f) Not more than one per centum of the national acreage allotment 
shall be apportioned among farms on which peanuts are to be pro- 
duced during the calendar year for which the allotment is made but 
on which peanuts were not produced during any one of the past three 
years, on the basis of the following: Past peanut-producing experi- 
ence by the producers; land, labor, and equipment available for the 
production of peanuts; crop-rotation practices; and soil and other 
physical factors affecting the production of peanuts. 

(g) Any part of the acreage allotted to individual farms under 
the provisions of this section on which peanuts will not be produced 
and which is voluntarily surrendered to the county committee shall 
be deducted from the ivundain to such farms and may be reappor- 
tioned by the county committee to other farms in the same county 
receiving allotments, in amounts determined by the county committee 
to be fair and reasonable on the basis of land, labor, and equipment 
available for the production of peanuts, crop-rotation practices, and 
soil and other physical factors affecting the production of peanuts. 
Any transfer of allotments under this provision shall not operate to 
reduce the allotment for any subsequent year for the farm from which 
acreage is transferred, except as the farm becomes ineligible for an 
allotment by failure to produce peanuts during a three-year period, 
and any such transfer shall not operate to increase the allotment for 
any subsequent year for the farm to which the acreage is transferred: 
Provided, That, notwithstanding any other provisions of this Act, 
any part of any farm acreage allotment may be permanently released 
in writing to the county committee by the owner and operator of the 
farm, and reapportioned as provided herein. 

(h) Notwithstanding any other provision of this section, the allot- 
ment determined or which would have been determined for any land 
which is removed from agricultural production in 1950 or any subse- 
quent year for any purpose because of acquisition by any Federal, 
State, or other agency having a right of eminent domain shall be 
placed in a pool and shall be available for use in providing equitable 
allotments for farms owned or acquired by owners displaced because 
of acquisition of their farms by such agencies. Upon application to 
the county committee, within five years from the date of such acquisi- 
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tion of the farm, any owner so displaced shall be entitled to have an 
allotment for any other farm owned or acquired by him equal to an 
allotment which would have been determined for such other farm plus 
the allotment which would have been determined for the farm so 
acquired: Provided, That such allotment shall not exceed 50 per 
centum of the acreage of cropland on the farm. 

The provisions of this section shall not be applicable if (a) there is 
any marketing quota penalty due with respect to the marketing of 
peanuts from the farm acquired by the Federal, State, or other agency 
or by the owner of the farm; (b) any peanuts produced on such farm 
have not been accounted for as required by the Secretary; or (c) the 
allotment next established for the farm acquired by the Federal, State, 
or other agency would have been reduced because of false or improper 
identification of peanuts produced on or marketed from such farm. 

(i) The production of peanuts on a farm in 1957 or any subsequent 
year for which no farm acreage allotment was established shall not make 
the farm eligible for an allotment as an old farm under subsection (d) of 
this section: Provided, however, That by reason of such production the 
farm need not be considered as ineligible for a new farm allotment under 
subsection (f) of this section, but such production shall not be deemed 
past experience in the production of peanuts for any producer on the farm. 


MARKETING PENALTIES 


Sec. 359. (a) The marketing of any peanuts in excess of the market- 
ing quota for the farm on which such peanuts are produced, or the 
marketing of peanuts from any farm for which no acreage allotment 
was determined, shall be subject to a penalty at a rate equal to 75 per 
centum of the support price for peanuts for the marketing year 
(August 1—July 31.) Such penalty shall be paid by the person who 
buys or otherwise acquires the peanuts from the producer, or if 
the peanuts are marketed by the producer through an agent, the 
penalty shall be paid by such agent, and such person or agent may 
deduct an amount equivale nt to the penalty from the price paid to 
the producer. The Secretary may require collection of the penalty 
upon a portion of each lot of peanuts marketed from the farm equal 
to the proportion which the acreage of peanuts in excess of the farm- 
acreage allotment is of the total acreage of peanuts on the farm. If 
the person required to collect the penalty fails to collect such penalty, 
such person and all persons entitled to share in the peanuts marketed 
from the farm or the proceeds thereof shall be jointly and severally 
liable for the amount of the penalty. All funds collected pursuant 
to this section shall be deposited in a special deposit account with the 
Treasurer of the United States and such amounts as are determined, 
in accordance with regulations prescribed by the Secretary, to be 
penalties incurred shall be transferred to the general fund of the 
Treasury of the United States. Amounts collected in excess of deter- 
mined penalties shall be paid to such producers as the Secretary de- 
termines, in accordance with regulations prescribed by him, bore the 
burden of the payment of the amount collected. Such special account 
shall be administered by the Secretary and the basis for, the amount 
of, and the producer entitled to receive a payment from such account, 
when determined in accordance with regulations prescribed by the 
Secretary, shall be final and conclusive. Peanuts produced in a cal- 
endar year in which marketing quotas are in effect for the marketing 
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year beginning therein shall be subject to such quotas even though the 
peanuts are marketed prior to the date on which such marketing year 
begins. If any producer falsely identifies or fails to account for the 
disposition of any peanuts, an amount of peanuts equal to the normal 
yield of the number of acres harvested in excess of the farm acreage 
allotment shall be deemed to have been marketed in excess of the mar- 
keting quota for the farm, and the penalty in respect thereof shall 
be paid and remitted by the producer. If any amount of peanuts 
produced on one farm is falsely identified by a representation that 
such peanuts were produced on another farm, the acreage allotments 
next established for both such farms shall be reduced by that percent 
age which such amount was of the respective farm marketing quotas, 
except that such reduction for any such farm shall not be made if the 
Secretary through the local committees finds that no person connected 
with such farm caused, aided, or acquiesced in such marketing; and if 
proof of the disposition of any amount of peanuts is not furnished as 
required by the Secretary, the acreage allotment next established for 
the farm on which such peanuts are produced shall be reduced by a 
percentage similarly computed. Notwithstanding any other pro- 
visions of this title, no refund of any penalty shall be made because of 
peanuts kept on the farm for seed or for home consumption. 

(b) [The provisions of this part shall not apply to peanuts pro- 
duced on any farm on which the acreage harvested for nuts is one 
acre or less.] The provisions of this part shall not apply to peanuts 
produced on any farm on which the acreage harvested for nuts is one acre 
or less provided the producers who share in the peanuts produced on such 
farm do not share in the peanuts produced on any other farm. If the pro- 
ducers who share in the peanuts produced on a farm on which the acreage 
harvested for nuts is one acre or less also share in the peanuts produced 
on other farm(s) the peanuts produced on such farm on acreage in excess 
of the allotment, if any, determined for the farm shall be considered as 
excess acreage and the marketing penalties provided by seciton 359 (a) 
shall apply. 

(c) The word “peanuts” for the purposes of this Act shall mean 
all peanuts produced, excluding any peanuts which it is established 
by the producer or otherwise, in accordance with regulations of the 
Secretary, were not picked or threshed either before or after market- 
ing from the farm. 

(d) The person liable for payment or collection of the penalty pro- 
vided by this section shall be liable also for interest thereon at the rate 
of 6 per centum per annum from the date of the penalty becomes due 
until the date of payment of such penalty. 

(e) Until the amount of the penalty provided by this section is 
paid, a lien on the crop of alanis with respect to which such penalty 
is incurred, and on any subsequent crop of peanuts subject to market- 
ing quotas in which the person liable for payment of the penalty has an 
interest shall be in effect in favor of the United States. 


O 
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ESTABLISHING RULES OF INTERPRETATION FOR 
FEDERAL COURTS INVOLVING THE DOCTRINE OF 
FEDERAL PREEMPTION 


Jung 13, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Wru.ts, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H., R. 3] 


The Committee on the Judiciary, to whom was referred the bill (H. 
R. 3) to establish rules of interpretation governing questions of the 
effect of acts of Congress on State laws, having considered the same, 
report favorably thereon with amendment and recommend that the 
bill do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 

That (a) chapter 1 of title 1 of the United States Code is amended by adding at 
the end thereof the following new section: 

§ 7. Preemption—Federal and State statutes. 

“No Act of Congress shall be construed as indicating an intent on the part 
of Congress to occupy the field in which such Act operates, to the exclusion of all 
State laws on the same subject matter, unless such Act contains an express 
provision to that effect, or unless there is a direct and positive conflict between 
such Act and a State law so that the two cannot be reconciled or consistently 
stand together.” ; 

(b) The analysis of chapter 1 of title 1 of the United States Code is amended 
by inserting at the end thereof the following new section: 

“7, Preemption—Federal and State statutes.” 


THE PURPOSE OF THE AMENDMENT 


The purpose of the amendment is twofold in nature. The first 
relates to the substantive provision of the proposed legislation and 
alters the language of the original bill in order to clarify its appli- 
cation. This object is accomplished by stating unequivocally that 
the provisions contained therein are disjunctive so that under the 
provision there would be two separate and distinct standards which 
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the courts would apply to the interpretation of the doctrine of Federal 
preemption. 

Secondly, the purpose of the amendment is one of technical drafts- 
manship. The amended form provides that the substantive provision 
should be incorporated into chapter 1, title 1 of the United States 
Code, entitled ‘Rules of Construction—General Provisions.” The 
effect of the amendment in this regard would add a new section 7 to 
chapter 1, entitled ‘“‘Preemption—Federal and State Statutes.” 


HISTORY OF LEGISLATION 


The bill, H. R. 3, was the subject of hearings by the House Judiciary 
Committee in the 84th Congress, House Judiciary Committee hearings 
on H. R. 3, serial No. 9, parts 1 and 2, 84th Congress. That bill 
which was identical to the one now under consideration was reported 
by the House Judiciary Committee in an amended version limiting 
the effect of its provisions to the field of subversion or sedition against 
the United States, House Report 2576, 84th Congress, 2d session. 

The present bill was the subject of hearings before the full Judiciary 
Committee in the current session of this Congress, at which time the 
author of the proposal and the Deputy Attorney General of the 
United States testified. Similar legislation to the bill, H. R. 3, and 
which was referred to the House Judiciary Committee, is as follows: 

H. R. 19—Mr. Selden. 

H. R. 513—Mr. Abernethy. 
H. R. 679—Mr. Hiestand. 
H. R. 1012—Mr. Wright. 
H. R. 2240—Mr. Sikes. 

H. R. 2417—Mr. Colmer. 
H. R. 9679—Mr. Laird. 

H. R. 10775—Mr. Colmer. 

The House Judiciary Committee then proceeded in executive ses- 
sion to consider the bill, H. R. 3, and reported it with an amendment 
as hereinbefore mentioned. 


GENERAL STATEMENT 


Certain decisions of the Supreme Court of the United States in 
recent years, particularly those involving the regulation of commerce 
by both State and Federal Governments, have nullified many State 
laws by the doctrine of Federal preemption. The doctrine of Federal 
preemption itself has been made applicable to many new areas which 
were formerly areas of concurrent jurisdiction by State and Federal 
Governments through the expansion of the concept of interstate 
commerce to include many and varied instances of purely intrastate 
matters. 

These decisions have aroused serious discussion as to the proper 
sphere of the States and the Federal Government. The proponents 
of this legislation argue for the position of States rights by pointing 
to the Federal Constitution and, in particular, to the provision that 
certain specified powers were delegated to the Federal Government 
while at the same time, by the adoption of the first 10 amendments 
thereto, the States retained all powers not so delegated to the Federal 
Government. In particular, they emphasize the mandate of the 10th 
amendment to the effect that— 
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the powers not delegated to the United States by the Consti- 
tution, nor prohibited by it to the States, are reserved to the 
States respectively, or to the people. 


These decisions have brought about widespread criticism that the 
Court has been indulging in judicial legislation by reading into statutes 
a legislative intent to occupy whole fields to the exclusion of State and 
local governments. In support of their position, the proponents cite 
such cases as Pennsylvania v. Nelson (350 U.S. 497 (1956)); Phillips 
Petroleum Company v. Wisconsin (347 U. S. 672 (1954)); Slockower 
v. The Board of Higher Education (350 U.S. 551 (1956)); Railway 
Employees’ Department v. Hanson (351 U.S. 225 (1956)); and Clover- 
leaf Company v. Patterson (315 U.S. 148 (1942)). 

The doctrine of Federal preemption is predicated upon the suprem- 
acy clause as contained in article VI, clause 2 of the Constitution of 
the United States. It reads as follows: 


This Constitution, and the Laws of the United States which 
shall be made in pursuance thereof; and all Treaties made, 
or which shall be made, under the Authority of the United 
States, shall be the supreme Law of the land; and the Judges 
in every State shall be bound thereby, any Thing in the Con- 
stitution or Laws of any State to the Contrary notwith- 
standing. 


A review of leading cases outlines basic principles governing a proper 
application of this issue of Federal supremacy. 

Thus a Federal act is supreme in any field involving exclusive 
Federal power. Examples of such a field are foreign relations, war, 
naturalization, and coinage. Article 1, section 10 of the Constitution 
denies certain powers to the States and, of course, State legislation in 
such fields would be utterly void. 

Again, even in a legislative field where concurrent State and Federal 
jurisdiction could exist, a provision in a Federal act expressly super- 
seding a State statute or declaring the field subject to exclusive Federal 
jurisdiction, removes all State legislation in such field. 

And in areas of concurrent jurisdiction a provision of a State law 
must yield to a Federal act where there is a direct and positive con- 
flict between the two so that they cannot be reconciled or consistently 
stand together (Sinnot v. Davenport, 22 How. (63 U.S. 227) (1859)). 

In comparatively recent cases, however, the Supreme Court has 
applied the principle of Federal preemption even though the particular 
subject matter involved in the legislation was not exclusively granted 
to the Congress by the Constitution. In such instances the Court, on 
the theory of national interest and concern, resorted to a presumption 
of legislative intent to preempt the field. The Nelson case, supra, is 
a classic example of the enlargement of the principle of Federal 
preemption. 

And in other such cases, particularly those arising under the com- 
merce clause, the Supreme Court has gone so far as to hold that 
State legislation becomes inoperative and Federal legislation exclusive 
in its application, even where the conflict between the two laws is by 
“implication” only. An example of the application of this principle 
is the 5 to 4 decision in the case of Cloverleaf Company v. Patterson 
(315 U. S. 148, 156 (1952)). In a vigorous dissent Mr. Justice 
Frankfurter said— 
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If ever there was an intrusion by this Court into a field 
that belongs to Congress, and which it has seen fit not to 
enter, this is it. And what is worse, the decision is purely 
destructive legislation—the Court takes power away from 
the States but is, of course, unable to transfer it to the 
Federal Government (p. 179). 


DISCUSSION OF THE BILL 


The very first chapter of title 1 of the United States Code is entitled 
“Rules of Construction—General Provisions.” This legislation sim- 
ply adds a new section 7 to that chapter. This legislation, therefore, 
makes no change in the substantive law of the United States but 
merely proposes additional rules of construction for the Federal courts 
in carrying out their judicial function when it is necessary, in this 
instance, for them to determine whether or not the Congress, in 
enacting a particular statute, intended to preempt a particular field 
and so displace or strike down State law in the same field. This is 
strictly in accordance with the supremacy clause of the Constitution 
and in no way is in derogation of it. It affords no new power either 
to the Congress or to the States. It is not maintained that this legis- 
lation could impair the provisions of the supremacy clause of the Con- 
stitution. On the contrary, the requirement of the proposed legis- 
lation is that courts should interpret Federal statutes in conformity 
with the supremacy clause. It should be noted here that the supre- 
macy clause itself does not foreclose States from legislating in a field 
of concurrent jurisdiction. The two standards set forth in the proposed 
bill merely direct the courts not to infer or presume an intent on the 
part of Congress to preempt or preclude States from legislating in a 
concurrent field unless Congress, by an express provision, has stated 
its intent either to occupy the field exclusively or to supersede State 
legislation, or unless there is a direct and positive conflict between the 
Federal act and the State law so that the two cannot be reconciled or 
consistently stand together. 

The provision of this bill is not a usurpation or an encroachment 
upon the judicial function of the court to interpret the law. It has 
long been recognized that Congress, in enacting a statute, may define 
its terms and interpret the meaning and construction thereof. There 
are many examples where Congress, in enacting a specific statute, has 
included a proviso placing a limitation upon the construction or 
application of provisions contained therein by Federal courts. In 
addition, Congress has often enacted laws correcting a judicial inter- 
pretation of a prior statute and so long as such interpretative statutes 
are prospective in operation and do not affect vested rights, they have 
been upheld. Sutherland on Statutory Construction (p. 331) has 
this to say: 


The usual purpose of a special interpretative statute is to 
correct a judicial interpretation of a prior law which the legis- 
lature determines to be inaccurate. Where such statutes are 
given any effect, the effect is prospective only. This seems 
correct for any other result would make the legislature a court 
of last resort. But the corollary so frequently asserted by the 
courts that a legislature cannot with binding effect interpret 
or define its own terms in a subsequent and independent 
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statute is unfounded. The application of the law to particu- 
lar situations in litigation is clearly a judicial function, but 
the definition of the meaning of the legislature’s own acts is 
essential to the determination of the quality and character of 
the legislative regulation. There should be no question but 
that an interpretative clause operating prospectively is 
within legislative power. Any other result would emasculate 
legislative authority and in effect counter an unreviewable 
legislative power on the court. 
In addition, Corpus Juris Secundum, section 314, page 534, has this 
this to say: 
STATUTORY RULES AND PROVISIONS 


A statute governing the construction of statutes will be 
given effect. 

Since it is compentent for the legislature to provide rules 
for the construction of statutes, a statute governing the con- 
struction of statutes will be given effect. These provisions 
may be for the construction of statutes already in existence, 
or for those which may be enacted in the future; after the 
passage of such provisions succeeding legislatures should 
frame enactments with reference thereto, but these provi- 
sions are not, and cannot be, an attempt to hinder future 
legislatures in enacting new laws. The statutory rules of 
construction may be declaratory of the common law, or 
they may be intended to furnish additional rules for the 
guidance of the court when necessary. 


In Stockdale v. Insurance Companies (87 U. S. 323 (1847)), the 
Supreme Court stated: 


Both in principle and authority it may be taken to be 
establish that a legislative body may by statute declare the 
construction of previous statutes so as to bind the courts in 
reference to all transactions occurring after the passage of 
the law, and in many cases thus furnish the rule to govern 
the courts in transactions which are past, provided no con- 
stitutional right of the party concerned is violated. 


On page 332, the Court further stated: 


Are we captiously to construe the use of the word ‘‘construe”’ 
as a revision of the judicial functions where the effect of the 
statute and the purpose of the statute are clearly within the 
legislative function? 

The Court in this decision answered this question in the negative. 

In the course of hearings in past Congresses as well as in the current 
session of this Congress, opponents of this legislation have raised 
fallacious arguments which, in the minds of many, have resulted in 
confusion as to the scope and application of this bill. 

Under its terms, this bill would not render invalid any existing 
Federal statute nor would it limit the jurisdiction and judicial func- 
tion of any Federal court. It would have no application whatsoever 


in a field in which under the Constitution, Congress has been delegated 
exclusive power to legislate. 
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Under its terms, the bill in effect would say to the court: in any of 
these areas of concurrent powers, as hereinabove enumerated, if the 
Congress, in enacting a Federal statute, has stated in such an act by 
an express provision an intent to occupy exclusively the field in which 
it operates to the exclusion of all State laws on the same subject 
matter, only the Federal act shall prevail. On the other hand, it 
states to the court that in these same fields of jurisdiction, if an act 
of Congress does not contain an express provision to preempt a field, 
there should be no presumption of legislation to preempt the field and 
the State law should not be struck down unless the court cannot recon- 
cile the two statutes—Federal and State—or finds that they cannot 
consistently stand together, 

The effect, then, of the proposal, is to prevent the court from pre- 
suming a legislative intent which is not expressly stated in a statute 
so as to render invalid a State statute, unless, in the absence of the 
express provision the court in a particular case finds the legislation 
causes a direct and positive conflict between the two acts so that the 
two cannot be reconciled or stand together. 

In view of the foregoing reasons, your committee recommends 
favorable consideration of the bil. It is the opinion of your com- 
mittee that the proposed legislation recognizes the fundamental 
principle that the United States of America is a nation of dual sover- 
eignty, and that the States should not be deprived of sovereign power 
in the absence of some clear and compelJing reason, as determined by 
that branch of the Federal Government, namely, the Congress, which 
has the constitutional authority and responsibility for such a deter- 
mination. It is also the opinion of your committee that in their 
exercising the judicial function of interpreting the laws, the Federal 
courts should recognize the principle that Congress is at all times the 
judge of legislative policy. In various decisions, the courts have pre- 
sumed by judicial interpretation legislative intent so as to affect the 
legislative policy. As Mr. Chief Justice Stone said in Cloverleaf 
Company v. Patterson, supra, page 170: 





The decision of the Court appears to me to depart radically 
from the salutary principle that. Congress, in enacting legis- 
lation within its constitutional authority, will not be deemed 
to have intended to strike down a State statute designed to 
protect the health and safety of the public unless the State 
act, in terms or in its practical administration, conflicts with 
the act of Congress or plainly and palpably infringes its 
policy. 

* * * * * 


“Tt is one thing for courts in interpreting an act of Congress 
regulating matters beyond State control to construe its 
language with a view to carrying into effect a general though 
unexpressed congressional purpose. It is quite another to 
infer a purpose, which Congress has not expressed to deprive 
the States of authority which otherwise constitutionally 
belongs to them, over a subject which Congress has not 
undertaken to control. Due regard for the maintenance of 
our dual system of government demands that the courts do 
not diminish State power by extravagant inferences regarding 
what Congress might have intended if it had considered the 
matter, or by reference to their own conceptions of a policy 
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which Congress has not expressed and is not plainly to be 
inferred from the legislation which it has enacted. Con- 
siderations which lead us not to favor repeal of statutes by 
implication, United States v. Borden Co. (308 U. S. 188, 
198-9); United States v. Jackson (302 U. S. 628, 631): 
Posados v. National City Bank (296 U. S. 497, 503, 505), 
should be at least as persuasive when the question is one of 
the nullification of State power by congressional legislation. 


The philosphy expounded in these quotations by Chief Justice 
Stone motivates and underlies the philosophy behind this bill. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be striken out enclosed 
in black brackets, and new matter proposed to be added shown in 


italic: 
TITLE 1. GENERAL PROVISIONS 


CuHaptTrerR 1.—Rv.es or ConstRUCcTION 
Sec. 1. * * * 
* ok * * *K a * 


§ 7. Preemption—Federal and State Statutes. 

No Act of Congress shall be construed as indicating an intent on the 
part of Congress to occupy the field in which such Act operates, to the 
exclusion of all State laws on the same subject matter, unless such Act 
contains an express provision to that effect, or unless there is a direct and 
——- conflict between such Act and a State law so that the two cannot 

e reconciled or consistently stand together. 








MINORITY VIEWS 


Seldom has this House had before it a bill so productive of chaos in 
the legal relationships governing substantial areas of American eco- 
nomic and political life. Ironically, there has also seldom been a bill 
which is more likely to prove a disappointment to its advocates. In 
one sentence this bill proposes to deal with 150 years of jurisprudence 
in the delicate and intricate realm of the distribution of power between 
Federal and State Governments. 

Although motivations for support of H. R. 3 are derived from a 
variety of sources, the one factor more significant than any other is 
undoubtedly the decision in Pennsylvania v. Nelson (350 U. S. 497 
(1956)). In that case the Supreme Court affirmed a decision of the 
highest court of Pennsylvania, declaring unconstitutional the Penn- 
sylvania sedition statute insofar as it applied to subversive activities 
against the United States. However, unlike other bills which have 
sought legislatively to reverse the Supreme Court on specific issues 
H. R. : 3 goes far beyond the area of State sedition statutes and by 
shotgun legislation affects broad questions of interstate commerce, 
criminal law, labor relations and many others. With this capacity to 
produce unknown and unpredictable results, H. R. 3 defies even mini- 
mal standards for responsible legislative action. 

It is basic and uncontestable that Congress should legislate only in 
response to a demonstrated need. A substantial part of the time 
spent in hearings by committees of this House is devoted solely to 
the issue of whether a given situation requires action of one sort or 
another. A similar demand that proponents of a bill first establish 
a need has characterized floor debate. To what need does H. R. 3 
respond? 

Supporters of H. R. 3 argue that the Supreme Court has all but 
destroyed the concurrent powers of the States by nullifying State 
action under the preemption doctrine. This has been achieved, they 
maintain, through the Court’s distortion of the will of Congress. The 
Court has, they argue, often inferred a legislative purpose to preempt 
when in fact Congress has no such intention. 

The doctrine of preemption is not a novelty fashioned by a con- 
temporary court to decide a hard case. It has been with us since it 
was first advanced by Daniel Webster as long ago as 1824 in Gibbons 
v. Ogden (9 Wheat. 1). Nor is it a doctrine which inevitably deprives 
the States of their concurrent powers. 

Analysis of the decisions of even recent years—years which saw 
the deepest penetration of Federal legislation under the commerce 
clause into areas once exclusively occupied by the States—shows 
numerous cases in which State laws operating in the same field as 
Federal statutes have been upheld by the Supreme Court. Far from 
destroying the concurrent power of the States, the Supreme Court 
has in recent years preserved very substantial areas of State interest 
against the incursion of Federal authority. 

8 
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Thus, in the dairy and cattle industry, an order of the State of 
New York prohibiting the importation of cattle without a health 
certificate was upheld against the argument that the Cattle Con- 
tagious Diseases Acts (33 Stat. 791 (1903), 33 Stat. 1264 (1905)), 
had preempted the field (Mintz v. Baldwin, 289 U.S. 346 (1933)). 
Similarly, in the area of agricultural controls, the Court sustained a 
California agricultural marketing program as not being in conflict 
with or precluded by the commerce clause, the Sherman Act or the 
Federal Agricultural Marketing Agreement Act (50 Stet. 246 (1937), 
Parker v. Brown, 317 U. S. 341). In Townsend v. Yeomans (301 
U. S. 441 (1937)), a Georgia statute fixing maximum charges for 
handling and selling leaf tobacco, as applied to tobacco for export, 
was held not to conflict with the Tobacco Inspection Act (49 Stat. 
731 (1905)). 

In Union Brokerage Co. v. Jensen (322 U.S. 202 (1944)) the Court 
upheld the exclusion by Minnesota from its courts of a firm licensed 
by the Federal Government because of its failure to obtain the license 
required by State law. In a case arising under the Natural Ges Act 
(52 Stat. 821 (1938)) the Court upheld the right of Stotes to regulate 
rates for gas sold within the State by an interstate pipeline company 
(Panhandle Eastern Pipe Line Co. v. Publie Service Commission of 
Indiana, 332 U.S. 507 (1947)). 

In the field of State regulation of grain exchanges, the Court has 
upheld the right of a State to prescribe such rules as did not conflict 
with the provisions of the Commodity Exchange Act (49 Stat. 1491 
(1936), Rice v. Chicago Board of Trade, 331 U. S. 247 (1947)). In 
California v. Zook (336 U.S. 725 (1949)) the Court rejected the argu- 
ment that the Federal Motor Carrier Act (49 Stat. 543 (1935)) pre- 
cluded the States from prohibiting the sale of transportation over the 
highways. 

In the field of labor relations, the Court has found that the Wagner 
and Taft-Hartley Acts do not preclude all State legislation in the field. 
Thus, in a number of cases arising in Wisconsin, the Court has upheld 
orders of the State employment relations board, although the industry 
was in interstate commerce (Allen Bradley Local v. Employment 
Relations Board, 315 U. S. 740 (1942); Auto Workers v. Wisconsin 
Board, 336 U. S. 245 (1949); Algoma Plywood and Veneer Co. v. 
Wisconsin Board, 336 U.S. 301 (1949)). 

The court has continued to uphold State action in the labor relations 
field in United Construction Workers, ete. v. Laburnum Construction 
Corp., 347 U. S. 656 (1953)), which upheld State court jurisdiction 
over a common law tort action for damages even though the conduct 
complained of also constituted an unfair labor practice under Federal 
law. In somewhat similar situations, the court in two decisions 
handed down on the same day (May 26, 1958) just a few weeks ago, 
reasserted State power in this field (International Union v. Russell, 
356 U.S. — (1958) ; International Association of Machinists v. Gonzales, 
356 U. S. — (1958). 

In addition, the Supreme Court has gone far in respecting State 
action directed at preserving public order in labor disputes in inter- 
state commerce. Similarly, in matters affecting public health and 
safety, the Court has, wherever possible, upheld the right of the States 
to protect their people. 


H. Rept. 1878, 85-2———-2 
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There is no complaint by the proponents of H. R. 3 that in any of 
these cases in which the interest of the States was upheld, the Court 
had engaged in judicial legislation or had distorted the will of Congress. 
It would appear that, stated more accurately, the complaint is not of 
a general failure by the Court to properly infer legislative purpose in 
applying the preemption doctrine. It is rather that in a small number 
of close cases the Court in the arduous process of weighing the com- 
peting interests of national and local government, found in favor of 
the national interest. Indeed, in several of the cases cited in the 
majority report, the members of the Supreme Court disagreed among 
themselves to the extent of achieving a decision only by the narrow 
margin of 5 to 4. See Cloverleaf Company v. Patterson (315 U. S. 
148 (1942)) and Slochower v. The Board of Higher Education (350 
U. S. 551 (1956)). Confronted with the same facts, other bodies 
might well have reached the same conclusions. 

It is particularly revealing, in this respect, to note that in the case 
cited in the majority report as ‘“‘a classic example of the enlargement 
of the principle of Federal preemption,” Pennsylvania v. Nelson (350 
U.S. 497 (1956)), the power of the State to act in the area of subver- 
sion against the Federal Government was nullified in the first instance 
not by the Supreme Court of the United States but by the highest 
court of the Commonwealth of Pennsylvania. This can hardly be 
claimed to be a case of Federal aggrandizement by the Supreme Court 
of the United States 

Nor is Congress powerless under present law to reverse legislatively 
any application of the preemption doctrine with which it disagrees. 
Amendment of the specific Federal statute involved provides the 
simplest, most direct, and most effective method of restoring State 
power. Furthermore, it is a method which Congress has successfully 
employed in the past. When the Supreme Court found in Oregon- 
Washington R. and Naw. Co. v. Washington (270 U.S. 87 (1926)), that 
the Plant Quarantine Act of 1912 had occupied the field to the exclu- 
sion of State power to prevent the importation of plants afflicted with 

disease not covered by Federal regulations, Congress promptly 
amended the act to permit State action (44 Stat. 250 (1926)). 

We submit, therefore, that in applying the preemption doctrine the 
Court has, wherever possible, preserved the concurrent power of the 
States and that in those few cases where Congress disagrees with the 
application of the doctrine, it may under present law easily and 
effectively reverse the Court and restore State power. This can 
hardly be said to constitute ’ situation requiring such sweeping and 
baffling legislation as H. R. 3. Distaste for the Nelson decision does 
not justify “throwing out he baby with the bath.” 

Of even greater importance than the basic fact that there is no 
need for this bill is its manifest undesirability. Not only will H. R. 3 
fail to achieve the purpose for which it was apparently designed but 
it will probably have the opposite effect of enlarging the power of the 
Federal Government at State expense. It will create confusion in 
significant areas of settled law, causing a rash of unnecessary litigation. 
In addition, it will impose an insupportable burden upon the Congress. 

First of all, there is great uncertainty as to the meaning and effect 
of H. R. 3. It must be remembered that laws are not self-executing. 
They must be applied to specific situations and where there is dispute 
as to their meaning the courts must be able to give them effect con- 
sistent with ‘he leoslative purpose. 
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During this session of Congress, this House has heard repeated 
denouncements of the judiciary for distorting the will of Congress, 
That attitude is responsible in no small measure for H. R. 3. . Yet, 
that very bill is so replete with ambiguity that in hearings. before the 
Committee on the Judiciary, the author of the bill, the author of the 
amended bill, and the Deputy Attorney General of the United States 
could not agree as to its meaning or effect. Like an iceberg, the real 
meaning of the bill is mostly submerged and unknown. 

This uncertainty is highlighted in a brief filed by the author of the 
bill with the Committee on the Judiciary in the 84th Congress when 
an idential bill was being considered. The brief discusses numerous 
decisions in various fields of Federal regulation, but generally does 
not undertake to say what effect H. R. 3 would have had on these 
decisions. If the foremost proponent of the bill hesitates to tell us 
what the bill will do, what basis for action does this House have? 
Passing a bill to find out what it means is not, we submit, the soundest 
method of legislating. 

Apart from the uncertainty as to meaning and effect which charac- 
terizes H. R. 3, there is serious doubt as to whether the bill achieves 
even the broad purpose of its proponents, i. e., to remove from the 
courts, determination of the issue of whether an act of Congress pre- 
empts the field. If Congress wants a particular piece of legislation to 
preempt, argue the advocates of H. R. 3, it can do so by express pro- 
vision. If Congress does not want to preempt, it need say nothing 
and the judiciary should be barred from inferring any such purpose. 

Logical as this theory appears, the complexities of its practice make 
it a totally unrealistic proposal. But putting aside that criticism for 
the moment, H. R. 3 does not in fact place in Congress exclusive 
responsibility for the preemption issue. For H. R. 3 provides that 
State law may be nullified by the courts under the preemption doctrine 
not only where Congress expressly declares its intent to preempt, but 
also in any case where 


there is a direct and positive conflict between such act (of 
Congress) and State law so that the two cannot be reconciled 
or consistently stand together. 


Thus, in the last analysis, even with H. R. 3 we are back in the 
courts for determination of the preemption question. All that H. R. 3 
does in this respect is to establish a standard for making that decision. 

That standard is not a new one. The language ‘direct and positive 
conflict * * * so that the two cannot be reconciled or consistently 
stand together’ is to be found in opinions of the Supreme Court 
as far back as 1859 in Sinnot v. Davenport (22 How. 227), and as 
recently as 1953 in United Construetion Workers, ete. v. Labernum 
Construction Corp. (347 U.S. 656). As to those cases, H. R. 3 would 
have made no difference. In che first case the State law would still be 
nullified and in the second it would still be upheld. 

However, it is not surprising that the numerous justices who have 
been responsible for over 150 years of jurisprudence have not 
slavishly adhered to a ie verbal formula in all cases involving 
these delicately balanced interests, even though if restricted to that 
formula they would probably have reached the same conclusion. 
As to situations for which those cases may be precedent, the effect 
of H. R. 3 can only be a needless unsettling of established law by 
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fruitless litigation. In addition, it is no more than reasonable to 
predict that faced with the task of preventing a Balkanization of this 
Nation in situations which Congress cannot foresee, the courts will be 
forced to give a broad reading to the “direct and positive conflict” 
standard and to rely increasingly on the theory of an unconstitutional 
burden on interstate commerce, [see Southern Pacific Co. v. State of 
Arizona, 325 U. S. 761 (1944)], or on other constitutional theories 
unaffected by H.R. 3. 

The one type of situation in which H. R. 3 would clearly eliminate 
judicially inferred preemption as a basis for nullifying State law is 
where the provisions of a State law are identical to the provisions of a 
Federal law. This is not simply an academic possibility. It will be 
recalled that -*" Bethlehem Steel Co. v. New York State Labor Relations 
Board, 330 U.S. 767 (1947) the Wagner Act and the New York State 
Labor Relations Act were the same. Neither act, however, specified 
whether foremen were employees for the purposes of collective bar- 
gaining. Yet at the time of the Bethlehem Steel case the NLRB was 
holding that foremen were not entitled to the protection of the Wagner 
Act while the State board was ruling the other way. The Court held 
that in this kind of situation, the application of State law could only 
result in confusion, chaos, and conflict. Thus, although State and 
Federal law may read alike, disparate and conflicting bodies of 
interpretation and procedures will inevitably develop about each of 
them. 

If H. R. 3 is enacted, any State can gain concurrent power even 
over matters demanding national uniformity merely by passing an 
act which is the same as the Federal act and then developing its own 
procedures and interpretative law. The resultant chaos would take 
us back to the Articles of Confederation. 

We can only conclude, therefore, that where State and Federal 
statutes are identical or where there is question as to the applicability 
of the “direct and positive conflict”? standard, the effect of H. R. 3 
would be to unsettle legal relationships and responsibilities long 
established, accepted and understood. Thus, a railroad operating 
in interstate commerce and in full conformity to Federal safety regu- 
lations might find it necessary, under threat of criminal punishment, 
to suddenly conform to the wholly different standards of a number 
of States in which it operates. It might well find that the requirements 
of the various State laws may be incompatible with each other and 
with Federal law and be unable to comply with all. The confusion 
in the labor field alone will be incalculable. The very least that we 
can expect is a flood of lawsuits which would put an even heavier 
burden upon our already overloaded court calendars. 

The impact of the consequent chaos would be felt not only in the 
railroad industry but also in all possible areas of concurrent powers 
including shipping, aviation, and all other forms of transportation, 
labor-management relations, criminal law, aliens, power and natural- 
gas regulations, matters affecting the national defense, etc., etc. Nor 
would the ensuing confusion be limited to acts of Congress subsequent 
to H.R. 3. Asarule of construction, H. R. 3 would be retrospective 
as well as prospective. It would be applicable to statutes already 
in existence —statutes enacted by men who relied upon judicial con- 
struction to decide whether a statute preempted the field and who 
could not have known that their failure to expressly preempt might 
result in distortion of a legislative scheme of regulation. 
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Demonstrative of the consternation already generated by H. R. 3 
is the strenuous opposition to this bill expressed by the Department 
of Justice, the Interstate Commerce Commission, and such disparate 
groups as the AFL-CIO and the Association of American Railroads. 

Allusion already has been made to the unrealism of having Congress 
decide whether or not it intends to occupy the field as to every con- 
templated legislative act within the broad spectrum of concurrent 
powers. Whether application of the preemption doctrine is in fact 
desirable depends upon the interrelationship of the Federal law with 
a given State law. Thus, Congress would have to have knowledge 
of the laws and the interpretations of those laws of each of the 48 
States. Even that would be inadequate, for Congress, on the basis 
of existing law, may choose not to preempt only to find that subse- 
quently enacted State law makes preemption necessary to the Federal 
scheme of regulation. Congress would thus be faced with the over- 
whelming burden of continuously surveying the laws of all of our 
jurisdictions. Again, this burden would apply to the vast body of 
existing Federal law as well as to future acts. Congress would be 
very much in the position of a blind man looking for a black hat in a 
darkroom. Certainly, in those circumstances, no one would seriously 
suggest that Congress, confronted with the enormous number of 
difficult and pressing problems which beset us today, should now 
undertake to reconsider all of our statutes, most of which would go 
back several decades, in order to ponder the problems of preemption. 

Faced with the dilemma of having either to preclude all State action 
in a given area or to remain silent and thus accept all State action, 
present and future, which is not in “direct and positive conflict”’ it 
would seem that Congress would invariably resort to pro forma pre- 
emption provisions. Rather than risk nullification of a Federal 
scheme of regulation by inconsistent State laws, Congress would be 
inclined to resolve all doubts in favor of preemption. The ironic 
result of this bill would be that desirable State legislation, which would 
now be sustained by the courts in the absence of an express preemption 
provision, would frequently be invalidated by acts of Congress brought 
about by concern over the effect of H. R. 3. 

We submit, therefore, that there is not only no need whatsoever 
for H. R. 3, but that it can only bring about confusion, litigation, and 
the imposition of divisive localism. No modern economy should be 
subjected to such strains. H. R. 3 is a horse-and-buggy formula 
applied to an atomic age. 

EMANUEL CELLER. 
THomas J. LANgE. 
MicHakEL A. FEIGHAN. 
Preter W. Ropino, Jr. 
Byron G. Rocerrs. 
Harotp D. Dononve. 
Lester HoutTzMan. 
JosppH M. Monroya. 
Roxtanp V. LiBonatt. 








ADDITIONAL VIEWS OF REPRESENTATIVE KENNETH B. 
KEATING 


I am in agreement with much that is said in the majority report 
concerning the importance of preserving State laws and policies to 
the maximum extent consistent with our Federal system. I also 
share the majority desire to correct a number of recent Supreme 
Court decisions based on misinterpretations of congressional intent, 
Also, I concede that the bill as reported is an infinite improvement 
over H. R. 3 as originally introduced. I seriously question, however, 
whether the bill even as amended provides a constructive solution to 
the complex problems of Federal-State relations or indeed promises 
any desirable relief from the Court decisions at issue. 

In fact, I am deeply concerned that this bill will be an impediment 
to other legislative attempts to rectify misguided rulings of the Su- 
preme Court. The bill’s far-reaching intentions may well be relied 
upon in the future as an excuse for deferring consideration of legisla- 
tion dealing with specific court cases. At the same time, because of 
its vague and uncertain language, there is no assurance that these in- 
tentions will prevent the bill from being so interpreted that it becomes 
no more than an impotent expression of dissatisfaction with the Court. 
The result will be needless delay in rectifying offending decisions of 
the Court by specific legislation with nothing to show for our labors 
but the creation of unprecedented confusion in the law. 

The authority, indeed, the obligation of Congress to study and act 
upon the decisions of the Court is not to be doubted. The resolution 
establishing the Special Subcommittee on Supreme Court Decisions of 
the Committee on the Judiciary was an attempt to implement this 
obligation. I would tavor giving this committee permanent status 
and a regular staff to assure that its already effective work is carried 
forward in an even more efficient and responsive manner. One of its 
principal areas of inuqiry certainly should be cases dealing with Fed- 
eral preemption problems. 

The extensive hearings of the Committee on the Judiciary necessi- 
tated by individual court decisions such as Nelson, Jencks, and Mal- 
lory, indicate the fallacy in the attempt in the present bill to deal in 
one fell swoop with a whole body of law. The majority misjudge the 
complexity of the preemption problem if they believe that a “new” 
rule of construction is all that is needed to maintain proper Federal- 
State relationships. The multitude of contrasting situations in each 
field makes a single rule of construction for all circumstances impos- 
sible. It cannot be reasonably urged, for example, that preemption 
should be determined by the same formula under a Federal statute 
dealing with national defense as under a Federal statute dealing with 
crime, health, or education problems. Yet the bill reported by the 
majority draws no distinctions. 

Admittedly, difficulties have been encountered in remedying the 
decisions on a case-by-case basis. There are some judicial activists 
who condemn every effort by the Congress to study the actions of 
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the Court. They resort to gross distortions of the purpose of modi- 
fying legislation and erect whatever roadblocks they can to prevent 
consideration of the issues by a majority of the Congress. Their 
obstructionist tactics are a spur to the kind of sweeping legislation 
recommended here. 

I am convinced, however, that while we must proceed in a deter- 
mined way to preserve the legislative prerogatives of a majority of 
Congress, we must also be cautious lest we becloud all past precedents. 
No matter what the provocation, we cannot paint our strokes so 
broadly that they cover the good as well as the bad cases. Congress 
can restore a proper balance in these fields only if it acts with care 
and discrimination in reviewing the decisions of the courts. It will 
not be demonstrating its control of the situation by passing legislation 
with consequences which even its proponents cannot foresee. 

A colloquy in the House of Representatives on April 16, 1956 (102 
Congressional Record 6383) strikingly illustrates the bill’s ambiguity. 
During that discussion it was indicated that H. R. 3 would have pre- 
vented Supreme Court decisions such as Slochower, which was decided 
under the 5th amendment, and the school segregation cases, decided 
under the 14th amendment. It is to the credit of the distinguished 
author of the bill that he immediately made it known that in his view 
H. R. 3 has no relationship to either the school segregation or the 
Slochower cases. But the author’s good faith cannot alter the salient 
fact that reasonable men have and will continue to differ as to the 
meaning of H. R. 3. 

The legislative history which has already developed about this bill 
gives other indications of its uncertain scope. For example, one of 
the proclaimed purposes of the bill is to overturn the Steve Nelson 
case. Despite this, the Committee on the Judiciary by an overwhelm- 
ing vote felt constrained to approve specific legislation overturning the 
Nelson decision immediately after it voted to report the present bill. 
I heartily endorse that action. That is the proper way to deal with 
Supreme Court decisions which do not correctly reflect the intent of 
Congress. However, this specific action by the committee on the 
same day it voted to report favorably H. R. 3 evidences a fear even 
on the part of its proponents that the ‘ust in case’ approach em- 
bodied in H. R. 3 takes us down a wide path which may lead to 
nowhere. 

The one certain effect of this legislation is that it will unsettle a 
large body of existing law in many vital areas, such as interstate 
commerce, immigration and naturalization, agriculture, and labor 
relations. I do not doubt that there are some court decisions in all 
of these areas with which many Members of Congress are dissatisfied. 
I am equally confident, however, that the bulk of decisions would meet 
with widespread acceptance, if not approval. But even the author 
of the bill concedes that it cannot now be safely predicted which, if 
any, of these decisions, good or bad, would be altered. All that is 
certain is that 160 years of jurisprudential development of the prin- 
ciples of preemption will be under challenge. 

The unsettling impact of the bill can be illustrated by a few examples 
taken from the brief in support of the bill filed with the Committee 
on the Judiciary by its author. This brief notes that under existing 
precedents State laws limiting the size of trains, fixing the number of 
cars in an interstate train and the number of passengers to be carried 
in each car, requiring ‘‘burdensome”’ intrastate stops of interstate 
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trains, requiring an interstate railroad to detour its through passenger 
trains for the benefit of a small city, etc., have been held invalid in 
spite of the absence of Federal legislation on the specific requirements 
at issue. The brief points out that: ‘It is in this area that the Smith 
Act will have its effect, if any.”’ 

This adds up to a prediction that under this bill railroads and other 
carriers operating in more than one State could be subject to regulation 
by several jurisdictions. It means that railroads and other interstate 
carriers which have for years been functioning in full conformity with 
Federal laws and regulations will now have also to conform, in some 
cases under threat of criminal prosecution, to wholly different stand- 

ards asserted by any one or more of the States in which it operates. 
And it means that the public will have to be content with a national 
transportation system burdened by the limitations on size and service 
dictated by the special interests of each of the States. 

In view of this uncertain situation, it is easy to understand why 
the Interstate Commerce Commission, the Association of American 
Railroads and the Railway Labor Executives’ Association are all 
strongly opposed to this bill. The statement of the Association of 
American Railroads concludes that enactment of H. R. 3 without 
language exempting railroads ‘would create chaos in the field 
Federal regulation of the railroads.’ It points out that H. R. ¢ 
“might lead to establishment of multitudinous rates on a oak, 
commodity depending upon the action of State courts and juries as 
to a reasonable rate’’; may nullify ‘“‘car service orders of the Inter- 
state Commerce Commission’; may “permit the substitution for 
Federal law of innumerable and conflicting State statutes requring 
particular safety devices on railroad rolling stock’, and ‘‘would lead 
to untold complications and additional expense in complying with” 
a diversity of State employment laws. 

The statement of the Railway Labor Executives’ Association is 
similar and adds that H. R. 3 


could also lead to very substantial injury to the employees 
(of railroads) with respect to many benefits which they now 
enjoy under Federal law. 

The statement makes the very constructive suggestion that— 


if there is a proven need for less Federal regulation and oper- 
ation of greater State authority with respect to certain prob- 
lems, the Congress should consider those matters separately 
by statute rather than to seek to reach it by broad enactment 
which we believe would only create more harm than good. 


It concludes that— 


the broad approach involved in H. R. 3 would affect all Fed- 
eral statutes in all fields of Federal legislation without any 
precise evaluation of the need in each such field, and would 
inevitably thwart many of the express desires of C ongress 
embodied in statutes such as those in the railroad field de aling 
with specific subject matters. 


The brief filed with the Committee on the Judiciary by the author 
of the bill also cites cases in the fields of immigration and naturaliza- 
tion, agriculture, and labor relations. The brief, like the majority 
report, does not conclude that any particular decision would be over- 
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ruled by the bill, but instead merely states that it “would possibly 
affect the decisions of the Supreme Court’’; or ‘‘may have led the 
Yourt to rule differently”; or “could render some relief from judicial 
decisions precluding State actions.” This vague understanding of 
the ramifications of the bill will give the court little guidance to its 
meaning. 

This legislation is bound to innundate the courts with lawsuits 
brought to procure new interpretations of statutes of long-settled 
construction. The Department of Justice in opposing the bill pre- 
dicted that the litigation it would produce would “offset all of the 
efforts of the past 4 or 5 years to reduce court congestion.” This 
could substantially impede the prompt administration of justice. 

This bill, because it applies retroactively, could resurrect long- 
dormant State statutes and regulations enacted in the horse-and- 
buggy age to plague those who carry on business in the jet age. Men 
would act at their peril in disregarding those antiquated laws and 
they would be put to great expense to remove all doubt as to their 
revived validity. Farmers and marketers of agricultural produce 
complying with the Federal Food, Drug and Cosmetic Act no longer 
would be protected from prosecution under numerous State laws 
which set up different and varying standards for compliance. Ware- 
housemen subject to Federal regulation with respect to rates, dis- 
crimination, rebates, service and other matters might become subject 
to varying State regulations with respect to the same matters. In 
the field of i immigration, aliens subject to comprehensive Federal regis- 
tration procedures might find themselves also subject to discrimina- 
tory and burdensome State legislation destructive of uniform national 
treatment of such persons. 

A special word should be said about the field of labor relations 
since the Supreme Court very recently decided two important pre- 
emption cases in this area. It is significant that in both cases State 
statutes were sustained despite claims that the Federal laws had 
preempted the field. One case involved a nonunion electrician who 
said he had been prevented from working by a striking union. The 
other involved a machinist who said he had been illegally expelled 
from union membership. In each instance the Supreme Court upheld 
substantial money judgments awarded in State court proceedings to 
the injured employec S, 

These decisions demonstrate the fallacy of attempting to generalize 
about Federal preemption of State laws. They undermine the 
majority’s assumption that there has been too much federalism in the 
development of labor relations law. There are, of course, many 
areas of labor relations which Congress intended to subject to exclusive 
Federal regulation and we cannot properly criticize the Supreme 
Court for enforcing this congressional intention. It is difficult to see 
how a large interstate corporation or a similarly constituted labor 
union could possibly achieve any semblance of stability in its labor- 
management relations if some uniform rules and regulations were not 
applicable. At the same time, there is a large area which should be 
and is reserved to the concurrent or supplementary regulation of the 
States under their police powers, but I detect no general tendency in 
the Supreme Court decisions in this field to unduly limit the States’ 
reserve powers in such cases. If Congress in its wisdom should decide 
that any particular one of these decisions does not achieve a proper 
balance or leaves an undesirable hiatus, then the solution is legislation 
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dealing with that one problem, not an attack on the fundamental 
principles applicable to the whole field. 

The fact that this bill is all things to all men may explain its endorse- 
ment by so large a majority of the committee. But I am unwilling 
to lend my support to any measure with ramifications which none 
of us can foresee. This shotgun approsch, far from curbing the in- 
creasing tendency of the courts to encroach upon the lawmaking pre- 
rogatives, directly imposes upon the judiciary the obligation to redefine 
national policy in a host of fields. The inability of the proponents of 
the bill to spell out its effect in advance imposes this duty and role 
on the Supreme Court. This is an abdication, not an affirmation, of 
legislative responsibility. 

The bill will produce major legislative problems. Every past law 
in which Congress neglected to include an “express provision”’ stating 
an intent to occupy the field, will be in jeopardy no matter how plainly 
that intent can be inferred. And when Congress considers legislation 
in the future it will be compelled to review a multitude of State statutes 
to determine whether an express preemption provision should be in- 
cluded. It is of course desirable that Congress focus its attention on 
the problem of preemption in considering legislation, but it should not 
be forced to act at its peril. If the intent to preempt in particular 
situations can otherwise be determined, it should not be frustrated by 
the absence of particular language. Faced with that peril, a tendency 
could easily develop to include preemption provisions unnecessarily in 
future legislation with the result that State powers would be further 
curtailed, rather than preserved by this bill. 

Congress must share some of the blame for the mistakes it believes 
the Supreme Court has made in interpreting particular enactments. 
It is foolish to assert that the only acts since the dawn of the Republic 
in which preemption was intended are those in which Congress said 
so expressly. Some of our enactments were less than models of 
clarity. Congressional intention was obscured by unclear language 
and conflicting observations during the debates and could not be 
ascertained with precision by anyone. I do not question the necessity 
for and the desirability of reiterating our intentions in all cases in 
which the Supreme Court’s decision is out of harmony with the policy 
now desired by a majority of the Congress. But 1 do not believe that 
we should approach these conflicts between the Court and the Con- 
gress with an attitude of retaliation or vindictiveness. Our sole 
objective should simply be to restate the law so that it plainly con- 
forms with the legislative will. 

The long-range consequences of this bill can only be to blur even 
more the vital distinction between law making and law, interpreting 
which must be maintained. Judicial law making will hardly be 
curbed by a proposal which concededly has no meaning other than 
that breathed into it by future Court cases. This bill does not divorce 
the Supreme Court from legislative functions; on the contrary, it 
virtually enjoins the Court to act as a quasi-congressional body set up 
to reexamine the legislative intentions of enactments going back in 
some instances more than 100 years. The best safeguard of legisla- 
tive prerogatives lies in a plain statement of legislative intention in 
each statute. It does not lie in enactment of an ambiguous bill which 
in essence is no more than a resolution of protest. 


Kennetau B. Keatina. 
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Mr. Rasaut, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 12948] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
District of Columbia for the fiscal year ending June 30, 1959. 


SUMMARY OF THE BILL 


The Committee recommends an appropriation of $203,276,100 for 
the operation of the District of Columbia, of which $34,374,100 is for 
capital outlay. The recommended amount is $4,824,620 above fiscal 


year 1958 appropriations but a reduction of $11,877,400 in the budget 
estimates. 


FEDERAL PAYMENT 


The bill recommends a Federal Payment to the various Funds of 
the District Government as follows: 


Estimate 


General fund 

Highway fund 

Water fund 

Sanitary sewage works fund 


Total Federal Payment 
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The estimate for the Federal Payment to the General Fund is 
composed of the authorized annual payment of $23,000,000 and 
$2,000,000 of the authorized but unappropriated Federal Payment of 
prior fiscal years. The Committee recommends an appropriation of 
$20,000,000, a reduction of $5,000,000 in the budget estimate but the 
same amount as has been appropriated for the preceding two fiscal 
years. Despite the 20 percent reduction in the estimate the estimated 
surplus in the General Fund at the end of fiscal year 1959 will be over 
$3.0 million. 

The Federal Payment to the Water Fund is $200,000 above the 
budget estimate and is to finance the increased cost of the fishway on 
the Little Falls Dam. The currently estimated cost of this project is 
$516,000. The Committee recommendation of $200,000 is in addition 
to a Federal appropriation of $200,000 and an appropriation from the 
District Water Fund of $150,000, which were made in the fiscal year 
1957 District Appropriation Bill. 

The Committee is of the opinion that officials of the District of 
Columbia and the Federal Fish and Wildlife Service should seek 
agreement with the appropriate conservation officials of the States of 
Maryland and Virginia as to the need for legislation to more ade- 
quately protect the fish for whom this fishway will be constructed. 

The Committee has received a number of complaints from various 
citizens and organizations in the District of Columbia as to the inequity 
of the 1 percent sales tax on food. Since the two adjoining States of 
Maryland and Virginia do not have such a tax and the total revenue 
in the coming fiscal year is estimated to be only $2,000,000, the 
Committee suggests that the Board of Commissioners propose legisla- 
tion seeking repeal of this inequitable tax under these circumstances. 


PERSONAL SERVICES 


The Committee has included in the bill funds to finance approxi- 
mately 845 new positions in the various departments and offices of 
the District Government. 

However, the Committee wishes to express its concern over the 
growing number of funded positions in each department and office 
that are being held vacant to finance mandatory personnel costs such 
as within-grade promotions. At the same time the Committee is 
requested each year to approve additional new positions. Obviously, 
there is some question as to the need for many of these new positions 
when there are already financed positions deliberately unfilled. 

It is the Committee’s belief that sound financial management and 
good budgetary practice require that the Department of General 
Administration review the personal services schedule of each 
department and office of the District Government with a view to 
abolishing every position that has not been filled for 6 months or 
more. In addition, the Committee recommends that the fiscal year 
1960 Budget contain such funds as are necessary to finance only those 
positions which are actually expected to be filled during the fiscal 
year. Inherent in its recommendation is the realization that future 
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financial requirements for personal services will include the cost of 
within-grade promotions and any other costs that are essential in 
order to give to the Congress a true picture of the District’s personnel 
requirements. 

OPERATING EXPENSES 


EXECUTIVE OFFICE 


The Committee recommends an appropriation of $382,000 to finance 
the Executive Office of the District of Columbia Government. This 
is a reduction of $40,000 in the estimate but an increase of $11,070 
above the 1958 appropriation. The specific budget increases approved 
by the Committee are as follows: 


TRRROOUMOUE 5 oo Seis dt heed ccnaksd Hadden sna $4, 120 
Ammann CCU iti. sec trite seahehinieeneiiaiaeeaee 2, 600 
TSTORNOS CUS. . ho ces oe Scale cane at a noe ae eee 4, 350 


The Committee is in sympathy with the objectives of the Washing- 
ton Metropolitan Regional Conference for which an appropriation of 
$18,000 was requested. However, testimony indicated that none of 
the adjacent governing bodies participating in the Conference are con- 
tributing any funds toward its operation. The Committee can find 
no logical reason for the District to bear the entire cost of the Con- 
ference and has, therefore, denied the requested appropriation. 

For regulating the election of delegates the sum of $7,300 was re- 
quested. The Committee has again denied the request due to the 
almost non-existant workload of the past 2 years. Necessary funds 
to finance the anticipated workload prior to the next election in Ma 
1960 should be justified during the hearings on the fiscal 1960 appro- 
priation bill. 


DEPARTMENT OF GENERAL ADMINISTRATION 


The Committee recommends an appropriation of $4,700,000 for 
this Department. This is a reduction of $40,500 in the estimates but 
an increase of $160,000 above the 1958 appropriation and an actual 
increase of $195,000 since the Department voluntarily reduced the 
estimated cost of the reassessment program in fiscal 1959 by $35,000. 
Budget increases approved by the Committee are as follows: 


MOMCORRIODS: 2. ost. bs. ceaedet i ooed sed bine dodsl ia ele $18, 725 
PEE OVI os 5 an serene eten AGO bind d testi Sa te Sona seed 800 
DUuceenny ARIes WE CONUOR ws 5 ong oh nnd ncn cecnnmaybeibacestee 31, 730 
Finite DRNNNNG 2 hw ke a cde a doe dh te eh cel tc arc ae eae 79, 670 
Classification and wage administration _-__--- okt awd ba Me fulceed 3, 987 
Rental Gf Of160 SING oki Bee cntnncn cm incdnanaeaa eo 58, 500 


In fiscal year 1956 the Committee directed that a real property 
reassessment program be instituted after receiving testimony that 
some properties in the District had not been reassessed for over 20 
years. During the hearings this year the Committee received a 
progress report. The field program is expected to be completed by 
June 30 and in the coming fiscal year the Assessor’s Office will hold 
informal and formal hearings on proposed assessments. The new 
assessment on all real property in the District of Columbia will be 
placed into effect on July 1, 1959, and the District expects a net 
increase in revenue from this source of taxation amounting to approxi- 
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mately $2 million per year. The total cost of the program through 
fiscal year 1959 will be ‘$786,809, and the entire temporary staff used in 
the program will be off the rolls by the end of the coming fiscal year. 


OFFICE OF CORPORATION COUNSEL 


An appropriation of $650,000 is recommended for the legal office 
of the District Government. The recommended amount is a reduc- 
tion of $43,000 in the estimates but an increase of $66,000 over the 
available funds in 1958. The Committee suggests that the increase 
allowed be used to best advantage in the various Divisions of this 
recently reorganized Office. 


REGULATORY AGENCIES 


The Committee recommends an increase of $192.500 above the 
1958 appropriation of $1,207,500. This is a reduction of $10,000 in 
the estimates. The Committee has approved increases for the 
following purposes: 


Ol OF BIGRNONO) DOVOPROOR. 55 oa a oe ccnsckhankacdcnewsennnad $23, 000 
en OF SRPOND TRE oc os ben anee nwa nae Sucnencomesspae 100, 000 
uRRNI 3 os es oe dl a Eee ees 45, 000 
pe OF snarenee WWE. oo Ss ne ck Loe ccs wcn 5, 700 
Administration of wage, safety, and hour laws____._.....------------ 5, 000 
Filing and recording property and COFDOTAMON PANES .... - ccesccnccesce 9, 600 
Investigation and regulation of public utilities..............----.---- 1, 678 
PR we NOMIN  cs on Sa iacueolee reese Bee sols at eben 2, 522 


The major item of increase, as indicated above, is for administration 
of parole laws, and will provide for 18 additional personnel and re- 
lated costs. The budget estimate of $103,942 was the result of a 
study made by the Commissioner’s Committee on Prisons, Probation 
and Parole in 1957. It is hoped that a strengthened parole program 
will eliminate the huge capital expenditures which would be necessary 
to construct an additional prison to house the District of Columbia 
penal population. 


DEPARTMENT OF OCCUPATIONS AND PROFESSIONS 


For operation of this Department which administers the laws wit 
respect to licensing, registering, and regulating certain professions and 
occupations the Committee recommends the budget estimate of 
$299,000, an increase of $4,200 above the 1958 appropriation. Of the 
increase allowed, $4,000 is required for compensation of members of 
the 20 boards comprising this Department, and $200 is for additional 
travel expense. 

PUBLIC SCHOOLS 


The Committee considered a budget estimate of $40,256,000 for the 
operation of the public school system and recommends an appropria- 
tion of $39,758,000. This is an increase of $2,511,950 above 1958 
appropriations and a reduction of $498,000 in the estimate. 

he Committee has approved the following budget increases: 


Contribution to teachers’ retirement and annuity fund__-.---------- $846, 000 
Staffing, maintenance and operation of new structures___._._...__-__- 203, 000 


General administration pe race gh ary em a aa oh ahaa a 25, 000 
pupervesrom ane inawaeuon.- 20 2 oa Sh ds See foes 612, 000 
Operation of buildings and grounds ‘and maintenance of equipment__- 400, 000 


Repairs and maintenance of buildings and grounds____.....--..----- 250, 000 
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The major item of increase requested was $1,031,276 for supervision 
and instruction of which $507,023 was for increased costs resulting 
from increased enrollments, and $524,253 for increased costs resulting 
from improvement of services. The Committee has approved 
the $507,000 request for costs resulting from increased enrollments, 
and $105,000 for the following items requested under the heading of 
costs resulting from improved. and expanding services: 


RS DORs SN a creas 5 dink dela aim sath ess sos 0 ee ea $64, 350 
] CHRIGRT PER UEEONS oon c ss ee Se oo aoe eee ae ee ee 5, 400 
2 poychsetete weeks Worms oi soi Pook 6 aed 8 Bete 10, 400 
1 poyciiatritds ait Jecwten’ Joon ed. bles ae ow albdndamesik eu 10, 320 
Teachérs colkege Hitsry DOGk Tid... ..ewseciipedcanildion ele tae 2, 500 
Acoregiiatiet TOR. « «octet oadnaeeee sanded ano ae 3, 000 
Rental for tabulatitie ectinments . «3... oaks un. cccncaenseanense 6, 000 
Civil servies Tetirement fillii. een Cl Scio ced cea aan 3, 030 


Testimony was presented to the Committee in support of $237,600 
for 48 elementary school teachers to reduce the present 32.8 to 1 pupil- 
teacher ratio to 32 to 1. The Committee has denied this request 
based in part on the fact that each time the pupil teacher ratio has been 
reduced the number of part-time classes has increased. 

In fiscal year 1957 the Congress approved a request for 31 teachers 
and on May 2, 1957, there were 51 part-time classes. Last year the 
Congress approved a request for 68 teachers to reduce the ratio and on 
May 2, 1958, there were 163 part-time classes. If the Committee 
were to approve the budget request for the 48 teachers, the anticipated 
number of part-time classes next year would be 321. 

While the 30 to 1 ratio is the ideal goal at the moment, the Com- 
mittee is of the opinion that the endeavor to reduce the teacher load 
should not be at the expense of adequate pupil time in the classroom. 
The objective of the school system should be to educate the child and 
the Committee does not believe this can be accomplished through 
part-time classes. 

Additional classrooms should be provided before there is a further 
reduction in the pupil-teacher ratio. 

The revised public school construction budget included funds for 
acquisition only of 4 school sites. The Committee, in an effort to 
speed-up this vital construction program, has included an additional 
$1,118,100 for these 4 particular projects. Of this unbudgeted 
amount $116,000 is for plans for 40 classrooms in one new elementary 
school and two additions to existing schools, and $1,002,100 is for 
construction of a 31 room elementary school in the far northeast area 
where there are presently 26 part-time classes. 

Last year the Committee was instrumental in implementing a 
broader welfare program which, in effect, was an effort aimed toward 
alleviating the plight of the hungry child in the Nation’s capital. 
This year the Committee is still concerned about the problem and 
directs that the District officials in cooperation with the Board of 
Education conduct a survey of the number of elementary school chil- 
dren in need of a hot lunch program and who cannot afford such a 
lunch, the school facilities already available or needed, and the prob- 
able cost of such a program. The results of the study should be 


reported to the Committee at the beginning of the next session of 
Congress. 
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PUBLIC LIBRARY 


For the operation of the Public Library the Committee recommends 
an appropriation of $2,140,000, a reduction of $13,000 in the budget 
estimate but an increase of $190,000 above the 19: 58 appropriation. 
The major portion of the increase, $137,000, is for the cost of reclassify- 
ing all library positions in accordance with United States Civil Service 
Commission standards. This reclassification should assist materially 
both in retaining and recruiting personnel. The Committee suggests 
that any savings due to a delay in the opening of the new W ashington 
Highlands Branch Library should be applied toward the purchase of 
new books for the Library System. 


RECREATION DEPARTMENT 


The Committee recommends an appropriation of $2,250,000 for this 
Department, an increase of $89,000 above the 1958 appropriation. 

The Committee has made a very minor reduction of $8,000 in the 
estimate and suggests that it be applied to the request for 2 addi- 
tional clerk- -typists for the Administration activity. 

The appropriation for this Department is used for the operation and 
maintenance of 134 recreational units with an average annual attend- 
ance of over 1,000,000 individuals. 


METROPOLITAN POLICE 


For the expenses of the Police Department an appropriation of 
$18,460,000 is recommended. This is a reduction of $40,000 in the 
estimate but an increase of $118,000 above the 1958 appropriation. 
The Committee has denied $21,300 for expansion of the Adminis- 
tration activity, $15,000 requested for replacement of equipment, 
and $2,045 for cost of reallocations. However, the Committee 
recommendation will provide funds for 2,500 man-years of employ- 
ment. The present strength of the force is 2,335 and funds provided 
over and above the actual number of personnel on the payroll will be 
utilized by permitting officers to work on their assigned days off. 

In effecting a promotion program directed by the Senate Committee 
last year, all but two of the promotions authorized have been accom- 
plished. In order to complete the promotion program and in the 
interest of efficiency and morale the Committee has included language 
promoting the present lieutenants in charge of the Check and Fraud 
Squad and the Automobile Squad to the rank of Captain. 

House Document 387 proposed a reduction of $49,000 in the esti- 
mates due to the transfer of the Dog Pound to the Health Department. 
The Committee concurs with this recommendation. 


FIRE DEPARTMENT 


The Committee has approved the budget estimate of $9,187,000 
for the operation of the Fire Department. This is a net increase of 
$129,806 after allowance is made for transfers of funds to the Depart- 
ment and deduction of nonrecurring items of expense included in the 
bill last year. Included in the net increase is $39,806 for the estab- 
lishment of an emergency ambulance service unit at the fire station 
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at 49th and East Capitol Streets, and $90,000 for the firemen’s pension 
and relief fund. 


DEPARTMENT OF VETERANS AFFAIRS 


The Committee approves the budget estimate of $97,000, a reduc- 
tion of $7,000 below the 1958 appropriation. The Committee wishes 
to commend Col. Leonard for the efficient manner in which he oper- 


ates his Department and for his devotion to the veteran population 
which he serves. 


OFFICE OF CIVIL DEFENSE 


For the operation of the District’s Office of Civil Defense an appro- 
priation of $80,000 is recommended. ‘This is a reduction of $120,000 
in the estimates and a reduction of $6,000 below the 1958 appropria- 
tion. The reduction below the 1958 appropriation is based on the 
fact that the Federal Civil Defense Administration is to take over the 
operation and maintenance of the District’s air raid warning system 


in March of 1959 and the Committee has reduced the Attack Warning 
activity accordingly. 


DEPARTMENT OF VOCATIONAL REHABILITATION 


The Committee recommends an appropriation of $215,000 for this 
Department, a reduction of $45,000 in the budget estimate and an 
increase of $6,500 above the 1958 appropriation. Included in the 
Committee reduction is a voluntary withdrawal of $23,000 for a 
specially designed rehabilitation project for the mentally ill at St. 
Elizabeths Hospital. The proposed project was disapproved by the 
Federal Office of Vocational Rehabilitation on May 20, 1958. In 
addition, the Committee recommends the abolishment of the Voca- 
tional Evaluation Unit. 

COURTS 


For the operation of the Courts of the District of Columbia $4,953,000 
is recommended. ‘This is a net reduction of $34,000 in the budget 
estimates but an increase of $345,400 above the 1958 appropriation. 
The allocation of funds to each activity is as follows: 


Jigen Gon. 2-5 sooo oe coe nce seen make ee pacete cote $595, 000 
BSWIGIDe Court... sn acd co thee tA en ce eee 1, 415, 000 
Munieioel court of apnemie. oss) Bie es eee 157, 000 
Liatrie® of Colum bis. 205 <i sies oe eee hed waa os cnctneees < 35, 000 
United: States costes 5 io:0< 55s oles otaneaee nou akaudibincbeees .. 2, 751, 000 


The Committee has allowed $75,000 for personnel and other costs 
for the second judge of the Juvenile Court. The legislation authoriz- 
ing the additional judge is now in the conference stage but in the event 
the legislation is not enacted the funds recommended should be held 
in reserve and returned to the Treasury. 


DEPARTMENT OF PUBLIC HEALTH 


The Committee recommends an appropriation of $30,505,000 for 
this Department. This is a reduction of $871,000 in the estimates 
but a net increase of $2,316,000 above 1958 appropriations after 
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deduction of transfer of funds, ete. The budget increases approved 
by the Committee are as follows: 


NN 5 ss a a a i eS ae me ena ars ie $24, 000 
Health services (excluding hospit: als): 


Denn TEI ORIN se ok ce ea cece neuen booke _ 8&5, 000 

Operation and maintenance of buildings, and replacement of 
equipment for public health activities. _............---------- 75, 000 

Pe IRE G tO at ecm oceania nn nee 130, 000 

District of Columbia General Hospital: 

Annualization of positions and other objects. ___.._-_----------- 241, 000 

Equipment replacement, plant maintenance and repair_-_--------- 350, 000 

PE OIIRTIG AI, BOTT IOOR oo ian oe nctn embed ee weduntwecemecen 800, 000 


Medical charities._........._-- i eee ts date 168, 000 
Freedmen’s hospital___- Oe OP Fk) Oe ROO oe wer alae 57, 000 
a ee a rr 


The total amount allowed for Health Services is $290,000 above 
1958 funds and should materially enhance the public- health program 
of the District. Of the total increase requested of $436,950, the 
Committee has denied $26,000 to set up a Central Unit for the Mental 
Health Program inasmuch as there should be personnel already avail- 
able within the Department for this purpose. Funds in the amount 
of $40,000 were requested for operation and protection of the North- 
west Clinic. The Clinic was established and has been in operation 
since fiscal year 1957 without specific budgetary provision. The Com- 
mittee can see no reason to appropriate funds two years later for an 
improved operation. In connection with the request for funds for 
improvement of services the Committee has denied $12,600 for the 
Central Intake Unit, $28,300 requested for the Biostatistics and Health 
Education Division, and $9,500 for the Water Pollution Program. 

The Committee has allowed a total increase of $1,391,000 for the 
District of Columbia General Hospital which will provide a total 
allocation of $9,393,000 for operating expenses in fiscal 1959. Two 
major increases were requested for the hospital. The first increase 
was for $596,500 for equipment replacement, and plant maintenance 
and repair. The Committee has approved $350,000 on a recurring 
basis rather than a crash program of $240,000 for three years and 
$356,000 on a recurring basis as proposed in the budget. The second 
major increase was $1,254,2 240 for improvement of services for which 
the Committee recommends $800,000 to provide $560,000 for addi- 
tional personnel and $240,000 for supplies and materials such 
linens, fuel oil, provisions, drugs, and medical and hospital supplies. 

In connection with the two preceding requests for funds for Health 
Services and District of Columbia General Hospital, the Committee 
requested an analysis of the budget increases attributable to its survey 
report of the Health Department last year. The Department sub- 
mitted information indicating that $1,614,556 of the budget increase 
was so identifiable. The Committee has approved $1,681,000 for 
these two activities, or an increase of approximately $66,000. 

In addition the Committee wishes to reemphasize the comment con- 
tained in Volume I of the Steinle Report as follows: 


The total money spent by the District of Columbia govern- 
ment on health and hospital programs appears to be ade- 
quate. There is a great need, however, for changes in 
allocation of funds, program emphasis and basic concepts. 


The Committee has increased the per diem rate of payment to 
private hospitals participating in the Medical Charities program of 
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medical care of indigent residents of the District of Columbia from 
$18.65 as proposed in the Budget to $20 per day and has included 
funds to finance this increased rate of payment. The Committee 
suggests that the proper District officials take immediate steps to 
prevent the curtailment of this program in the last quarter of future 
fiscal years through the establishment of better administrative 
procedures. 

The Committee has approved the transfer of the Dog Pound from 
the Police Department and assumes that the very minor increase 
in funds necessary above the $49,000 transferred can be absorbed 
within the total appropriation provided for the Department. 


DEPARTMENT OF CORRECTIONS 


The Committee has approved an appropriation of $5,437,000 for 
the operation of this Department. This is a decrease of $100,000 in 
the estimates but a net increase of $212,000 above the 1958 avail- 
ability of funds to provide for staffing and maintenance of new build- 
ings, an intensified (pilot) treatment program, and increased security. 
The pilot treatment program is also a result of the Karrick Committee 
report which was discussed previously under the Regulatory Agencies 
item. The increase allowed by the Committee will provide for a per 
diem cost of approximately $3.34 for an estimated average annual 
population in the District prisons of 3,850 inmates. 


DEPARTMENT OF PUBLIC WELFARE 


The Committee considered a budget estimate of $15,263,000 to 
finance the public welfare activities of the District of Columbia and 
recommends an appropriation of $15,000,000. This is a decrease of 
$263,000 below the estimate but a net increase of $1,932,000 above 
the 1958 appropriation. The Committee directs that no part of the 
reduction is to be applied against the Public Assistance activity for 
which a total allocation of $5,848,000 is recommended. The major 
portion of the increase allowed, $1,341,000, is for the Public Assist- 
ance activity and is to finance an increasing number of recipients of 
public assistance funds and to increase the amount of the individual 
grant. The balance of the increase, $591,000, is for financing increased 
population and improved services at the various welfare institutions 
under the jurisdiction of the Department. 


DEPARTMENT OF BUILDINGS AND GROUNDS 


An appropriation of $2,135,000 is approved for the operation of this 
Department. This is a reduction of $26,000 in the estimates but an 
increase of $125,000 above the 1958 appropriation. The Committee 
has allowed 1 position for maintenance of the building at 450 Maine 
Ave. SW. and points out that Congress allowed an increase of $100,000 
last year for increased costs. The Committee has allowed $85,000 to 
finance a staff of 11 people who will provide the Commissioners and 
operating departments with technical information, design and engi- 
neering data, project control, and cost estimates in connection with 
the capital outlay program. In approving this proposal the Com- 
mittee expects to receive in future budgets firm and realistic estimates 
of costs for capital outlay projects and expects each department of the 
District Government to cooperate fully with this staff in an effort to 
achieve that objective. 


H. Rept. 1879, 85-2 2 
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OFFICE OF THE SURVEYOR 


The Committee has approved the budget estimate of $180,000 for 
this Office. This amount will provide the same level of operations as 
in the two preceding fiscal years. 


DEPARTMENT OF LICENSES AND INSPECTIONS 


The Committee recommends an appropriation of $2,000,000, a re- 
duction of $61,000 in the budget estimate but an increase of $138,000 
over 1958 funds. Specific budget increases approved are as follows: 


he so 2 eae So eee a Oe Dat a he eee eit ss $17, 000 
Plumbing inspection program for certification of District of Columbia 

RN aS ee POS oS ke el pk eee a bh « 52, 000 
Administration of D. C. Charitable Solicitation Act___........------- 10, 000 
Routing maproveteent program. J... So els ice 17, 000 
Depeeenan seNEIIOe TRONCME i So den cc ann eoeedeweswabews 4, 000 
Zoning regulations enforcement program_____.......---------------- 47, 000 


The Committee has specifically denied the request for a Community 
Relations Adviser in the Housing activity inasmuch as the Congress 
approved last year an almost identical position in the Urban Renewal 
activity under the Executive Office appropriation. The budget 
estimate of $61,000 for the enforcement of the new Zoning Code 
of the District has been reduced by $14,000. The Committee is 
of the opinion that the enforcement of the new Code can be adequately 
handled within the present staffing of the Department and has 
approved, in effect, the transfer of funds from other activities of the 
Department to this proposed new activity. Included in the total 
allowed for this new program is $9,000 which will be saved due to the 
abolishment of 3 positions as a result of the leasing of the Eastern 
Market. The Committee has been concerned for several years about 
the financial loss incurred in the operation of Eastern and Western 
Markets and notes that the recently negotiated lease for the operation 
of Eastern Market will eliminate $9,000 in personnel costs and will 
bring an annual rental return to the District of $7,500 for the next 
five years. The Western Market operating loss for fiscal year 1958 is 
estimated at $2,559. However, the Commissioners have under 
consideration an increase in rentals of individual stands to eliminate 
this loss and the Committee urges that such action be taken. 


DEPARTMENT OF HIGHWAYS 


An appropriation of $7,484,000 is recommended for the operation 
of this Department. This is a reduction of $98,000 in the estimate 
and a net increase of $280,404 above 1958 funds after allowance is 
made for transfers to the Department for increased salaries for Wage 
Board employees. The Committee has approved specific budget 
increases as follows: 


Expansion and improvement of electrical facilities. ......_._--_- ...-- $100, 000 
Maintenance of streets.) 2-4-2 ee leis eee Paes Wie atakcheat 100, 000 
i NN 8 cg ial cs A PS ep enh nie bith pmatce tua sZvensiiaty os, Sees 
Boamement procurement program.................-...-2.....-s--. 36, 032 
Improving of engineering facilities__................._.-.-..------ 6, 932 


Administrative improvement program__...._.....-..--------- Sedo 5, 440 
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Included in the above tabulation are funds for 9 new positions—8 
to initiate an expanded tree disease control program and 1 position 
classifier for the Administration activity. 

The Committee has included language proposed by the Budget 
which will permit the Department to replace driver-training cars 
annually for use in the driver-education program in the public schools. 
With this authority the Department believes it can purchase new 
cars each year from the proceeds of the sale of the cars used during 
the preceding year and because of the favorable Government purchase 


price should result in the program having new cars each year at no 
cost to the District taxpayer. 


DEPARTMENT OF VEHICLES AND TRAFFIC 


The Committee approves an appropriation of $1,465,000, a reduc- 
tion of $30,000 in the estimate but a net increase of $125,000 above 
1958 appropriations after allowance is made for nonrecurring items of 
expense appropriated for last year. The increase allowed includes 
$85,000 for the Traffic Engineering activity for the manufacture, 
installation and adjustment of special equipment to accomplish the 
second phase in centralizing control of the District’s traffic signal 


system, and $40,000 for 8 additional personnel in the Motor Vehicle 
Administration activity. 


MOTOR VEHICLE PARKING AGENCY 


The Committee has approved $310,000 for this agency. This is a 
reduction of $117,000 in the estimate and is approximately the same 
amount as was voluntarily offered as a reduction as there appears to 
be no need for constructing a fringe parking lot in the East Capitol 
Street Bridge area where it is proposed to construct the new Stadium. 
The only fringe parking lot included in the approved budget is a 
300-car lot to be located at Michigan Avenue and Harewood Road, 
NE. The average occupancy of the 3 existing fringe parking lots has 
increased from 340 cars to about 640 cars per day in 1958. 


DEPARTMENT OF SANITARY ENGINEERING 


The Committee recommends $13,590,000 for the operation of this 
Department. This is a reduction of $266,000 in the estimate but an 
increase of $1,380,000 above the 1958 appropriations. Specific budget 
increases approved by the Committee are as follows: 


Meterinz of Fatlaral UNG... «ss 6c, dens edn lo austen arheioay 575, 000 
Staffing and maintenance of sewage treatment plant.__.._----------- 566, 000 
Réashotetiouws:. 5 63 ce see china ct i ahd ns dee ee oo eee 47, 000 
Show reriwoveal oo cig Uo ee ee ee ee ae cL eee 51, 000 
Maintain sanitary standards_______--- stdin athe sok. atabtepaos 30, 000 
Additional equine et:. <c6 es cvs een did oe ened ik 1, 500 
Cleaning and lHnifia trunk water Mgt... os 65 ope cece gem naan en seen 98, 000 


The major reduction in the estimate is $243,000 due to a delay in 
staffing and operation of the Sewage Treatment Plant. The plant is 
now scheduled to be put into operation on October 1. The Com- 
mittee has allowed an additional trash collection crew and trash 


truck due to an approximate 7 percent increase in household rubbish 
this year. 
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WASHINGTON AQUEDUCT 





The Committee recommends an appropriation of $2,322,000 for the 
operation of the District’s water system. This is a reduction of 
$60,000 in the estimate but the same amount as approved for 1958 
operations. The Committee has denied the request for funds for 
reallocations, 8 additional guards and related costs, and increased 
electric power costs for which $60,000 was requested and suggests that 
these costs can be adequately provided for within the funds allowed. 


NATIONAL GUARD 





The budget estimate of $155,000 is recommended to finance the 
District’s share of administrative costs of operation of the District 
National Guard. This is a net increase of $1,200 above the 1958 
appropr iation after allowance is made for non-recurring costs included 
in last year’s bill and will provide additional equipment to assist in 
the training program. 


ee eee” 





NATIONAL 





CAPITAL PARKS 





For the operation of the National Capital Park System within the 
District of Columbia, the Committee recommends an appropriation 
of $2,850,000. This is a reduction of $15,000 in the estimate but a 
net increase of $21,000 to provide for the cost of reallocations and to 
finance the increased cost of supplies and materials used in the mainte- 
nance and operation of approximately 6,000 acres of park land. 





NATIONAL ZOOLOGICAL PARK 





The Committee recommends the appropriation of the budget 
estimate of $898,000 for the operation of the Zoo. This is an increase 
of $65,000 above funds available in 1958 and will provide for the 
following increases: 





EOIN atl stip ols cnt, ocd bleh ahbdies iwc eRe ies eee $4, 719 

Rymcontramne WOrmiogd..._. =... = oe ok e ue ee ee ee 13, 660 

Staffing and maintenance of new structures_______----------------- . §, 824 | 

Increased workload in operation and maintenance___________._._.---- 36, 097 ‘ 

Major equipment replacement and purchases__-_-- init om igen eR ei 4, 700 | 
The Committee has been concerned for the past several years about 


the anomalous position of the Zoo. The District of Columbia bears the 
entire cost of operation and maintenance but the Zoo is under the con- 
trol and administration of the Smithsonian Institution. While the 
District has been financing the entire cost of operation for over thirty 
years very little progress has been made in the way of capital improve- 
ments. This year the District Commissioners included $65,000 in 
the capital outlay budget of the Zoo for preliminary studies and 
plans for a new Administration Building and a new Antelope Building, 
the total cost of these two projects being estimated at $1,164,000. 
In addition. $50,000 was included for renovation of the animal 
paddocks. These 2 projects were the first major capital projects 
proposed for the Zoo since the 1930’s. 

The joint fiscal subcommittee of the District of Columbia Com- 
mittees recently approved a revised capital outlay program for the 
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District. In their report on the legislation the District of Columbia 
Committees recommended the deletion of funds for capital improve- 
ments at the Zoo. In view of the District’s apparent willingness to 
embark on a capital outlay program for the Zoo and its subsequent 
deletion by the Congress, the Committee recommends that the District 
Commissioners bring this question of future financing—not only of 
capital improvements but also the cost of operating expenses—to the 
attention of the Board of Regents of the Smithsonian Institution. 


CapiITAL OUTLAY 
PUBLIC BUILDING CONSTRUCTION 


The budget proposed a public building program of $19,689,000 for 
which the Committee recommends an appropriation of $15,704,000. 
This is a net reduction of $3,985,000 in the estimate but an increase 
of $2,550,000 above the 1958 program. The public school system 
voluntarily reduced their estimates by $826,800, achieving this result 
by deferring the acquisition of 2 sites, and a revision of estimate of 
costs for acquisition of 2 other sites. However, the Committee has 
included unbudgeted items in the school construction program in the 
amount of $1,118,100. This action is discussed under the public 
schools operating expenses item. A table setting forth the Com- 
mittee’s action as to each item contained in the estimate is as follows: 


Public building construction 


Item Budget Recom- 
estimate mended 


Public schools: 

Bryan Elementary School addition, vicinity Independence Ave. between 
13th and Mth Sts. SE-_..- aa eueniah 

Elementary school, vicinity of 15th and Rosedale Sts. NE_.......-_- 
Elementary school, vicinity of 49th and Foote Sts. NE_- . 336, 
Elementary school, vicinity of 6th and K Sts. NE-_ os 872, 5 
Elementary school, vicinity of 49th and Lee Sts. NE----. sta 277, 000 
Element ry school, vicinity of 53d and C Sts. SE_. 133, 5 

Maury Elementary School addition, Constitution Ave. sig between 12th 


and 13th Sts. NE 345, 000 
Lenox Element iry School addition, 5th between G St. and Virginia Ave. 
SE ; 119, 500 
Junior high school, vicinity of 58th and Dix Sts. NE- ; 307. 000 
Elementary school, vicinity of Alabama Ave. and W heeler Rd. SE______ 406, 700 
River Terrace Elementary School addition, 34th and Dix Sts. NE-__--- | 27. 000 
A midon-Greenleaf replacement, vicinity of 4th and I Sts. SW__.-._--- 1, 042, 600 
Elementary school, vicinity of 10th and F Sts. NE = Sake 1, 193, 500 
Noyes Elementary School addition, 10th and Franklin Sts. NE 26. 200 
Eliot Junior High School addition and alterations, 18th and B Sts. NE 869. 000 
Kingsman Elementary School addition, 14th and E Sts. ! 14. 100 
Health school conversion to elementary school, 13th and Allison Sts. NW. 38, 600 
Cooke Elementary School addition, 17th St. between Euclid St. and 
Columbia Rd. NW.. 384, 500 
Powell Elementary Schx ol addi = Upshur between 13th and 14th Sts. NW | 492. 300 
Richardson Elementary School addition, 53d and Blaine Sts. NE_-...--- 228. 900 
Burroughs Elementary School ‘cadition, 18th and Monrve Sts. NE._--- 330, 000 
Langdon Elementary Schoo! addition. 20th and Franklin Sts. NE...---- 383. 100 
Drew Elementary School addition, 56th and Eads Sts. NE | 248, 200 
Elementary school addition, Texas Ave. and C St. SE..:2---2.----.---- 253, 600 


py | en ee ee 1, 000, 000 





TURE, Ween Sn his Sancecsncconcsdsesusckodesssnuueaeenasmaeaek oscay 9. 748, 000 
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Public building construction—Continued 


Item 














Public Library | 
Tenley Branch Library, Wisecnsin and Albermarle St. NW... 
COCR VG BETAINE BUN ONT oo ccna cc dsiacuskecnscacdumeem 
P les Branch Library- 
Total, Public Library 
|- 
Recreati 
Land i ious Incations in the District of Columbia__-- 
Str sin the District of Columbia. : Scobie 
Public ort Chaplin, Texas Ave. and B St. SE..----- | 
ao 
Total, Recreation Department_.........-.-- 
Metropolitan Police: 
Replacement, Station House, Precinct No. 4.-_- 
Radio repair shop addition, Precinct No. 10 
Additional tier of cells, Precinct No. 2 
Total, Metropolitan Police 
Office of Civil Defens« 
Underground Command Center 
Fire Department 
R lacement, firehouse (No. 06-14) 23rd and M Sts. NW 
Replacement, Training School (No. 07-14) Blue Plains-_- 
Re nent, firehouse (No. 11-14) 4th and 6th, School and E St. SW_-.| 
ss 
fotal, Fire Department 


Department of Public Health: 
Conversion of old Psychiatric Bldg., D. C. General 


Completion of air-conditioning—new Psychiatric Bldg., D. C. General 
It r, Glenn Dale Hospital 
ge t ment facilities, Glenn Dale 
otal. De ent of Public H 
Depart t of Correctio 
‘ Cent 
Dormito 
Dormito 
Hospital 
Living 
I 








Depart tof B and G ] 
Wes dmin Buildin 
Ww e, p facilities PRIS DUE scr cnucepuemmns 
Pe nt improve er 








gical Park 
oon, Sats cole eth i crise osha maspec Oaphe le ap at nae eaeeeaeer eee eaten | 
Bidg ssl ES Dax uaclaatiae mea Peat aaa 
nt imor | 
it improvem t | 
I onal Zoolo Er ii on ss ecuanseaainete ck mae nea tenes 
Department of Vehicles and Traffic: 
I Bee eto. Lo heweubandoeewauaswas mess 
I 1, public build construction 


1959 


Budget 


estimate 


$517, 000 
39, 000 
24, 000 


571, 000 


313, 617 
95, 009 
1, 383 


490, 000 


895, 100 | 


42, 400 
18, 500 


956, 000 


6, 000 


389, 100 
27, 400 
307, 500 


724, 000 | 


860, 000 


Recom- 
|} mended 


$517, 000 


on 
= | 


7, 000 


393, 617 
95, 000 
1, 383 


400, 000 


800, 000 
} 42, 000 
18, 000 


860, 000 


389, 000 


307, 000 





696, 000 


106, 000 | 


12, 000 
35, 000 


1, 013, 000 } 


1, 560, 000 


171, 600 


171, 600 | 


24, 300 
163, 600 
155, 900 


2, 247, 000 


513, 740 


50, 000 | 


486, 260 


1, 050, 000 | 


300, 000 
2, 214, 000 


264, 000 | 


2, 778, 000 | 


25, 600 | 


39, 400 
50, 000 


115, 900 


81, 000 


19, 689, 000 


— 


, 000, 000 


on 


O00 
160, 000 
000 
24, 000 
150, 000 
000 


ws = 


000 


386, 000 
50, 000 
400, 700 


836, 700 


“264, 000 


264, 000 


15, 704, 000 


Several of the items in the above table were denied to conform with 
the action of the joint fiscal subcommittee of the District of Colum- 
bia Committees in their report on the recently revised public works 


program. 
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Several items of increase were denied inasmuch as the costs of the 
projects had increased over the total amounts propose »d when the Com- 
mittee originally approved the projects. The Committee expects-these 
projects and all future projects to be completed within the amounts 
allowed and within the cost estimates originally justified to the Com- 
mittee. The attention of the heads of the various departments of the 
District is directed to the Committee statement on page 9 relating to 
its approval of a program planning staff for the Department of Build- 
ings and Grounds. 

The Committee has approved funds for plans for the replacement 
of the hospital at the Lorton Reformatory. However, the Commis- 
sioners and the Director of the Department of Corrections should 
explore the feasibility of a consolidated hospital center on the Lorton 
Reservation. 

The Committee has again denied the request for $63,600 for a 
retaining wall and fence at the Receiving Home for Children and funds 
requested to finance the cost of the warehouse and utility building at 
Blue Plains above the amount justified to the Commitiee last year. 

The major item of decrease in this construction program is 
$2,214,000 requested for a consolidated warehouse for the Department 
of Buildings and Grounds, the Department of General Administration, 
and the Public School System. The justification states: 


It has been determined that due to both buildings being 
erected on the same site it would be more economical to erect 
a single structure. 


The Committee cannot reconcile that statement and the project 
cost of $2,214,000 with the total cost of $1,860,000 for the 2 separate 


buildings proposed in the 1958 Budget for which planning funds were 


approved. It has, therefore, denied the project until a more realistic 
estimate of cost is presented. 


DEPARTMENT OF HIGHWAYS 


The Committee has approved $11,457,600 for the highway con- 
struction program. Thisisa reduction of $54,400 in the estimate and 
is to be applied against the project proposed for Porter St. NW. 
Due to provisions of the Highway Act of 1958 which required certs ~ 
projects to be under contract for construction prior to December 
this year and completed before December 1, 1959, the Highway 
Department had to revise its construction program in order to qualify 
for Federal funds. The details of the revised construction program of 
Federal Aid projects is detailed on pages 593 and 594 of the hearings. 


DEPARTMENT OF SANITARY ENGINEERING 


The Committee recommends $6,369,500 for continuation of the 
various programs of water distribution systems, sewage disposal sys- 
tems, storm drainage systems, and miscellaneous projects. This is a 
reduction of $1,989,500 in the estimate and the amount voluntarily 
withdrawn by the Commissioners. 
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WASHINGTON AQUEDUCT 


The Committee recommends an appropriation of $50,000, a reduc- 
tion of $3,050,000 in the estimates. For continuing construction of 
the Dalecarlia filter and chemical buildings the sum of $3,050,000 
was requested ($520,000 additional for construction and $2,530,000 
for furniture and equipment). The Aqueduct already has on hand 
$5,800,000 for this project and plans and specifications will not be 
completed prior to April 1, 1959. In addition, the District of Columbia 
Transit Co. tracks must be moved before the project can proceed 
and that has not been accomplished to date. In view of the foregoing, 
the Committee can see no reason to completely finance this project 
this year. 

The request for funds for the Little Falls Dam fishway is discussed 
under the heading of Federal Payments. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 
On page 7, line 13, in connection with Public Schools: 


Provided further, That $5,600 of the unexpended balance of the 
appropriation for “Operating expenses, public schools’ con- 
tained in the District of Columbia Appropriation Act, 1957, 
be made available for retroactive pay for the fiscal year 1956 to 
three deans and one registrar at the District of Columbia 
Teachers College: 

On page 8, line 11, in connection with Metropolitan Police: 


, tmeluding. . . . the lieutenants in command of the 
; automobile squad, and check and fraud squad, 
with the rank and pay of captain while so assigned; 


On page 12, line 4, in connection with Department of Public Health: 
, care of alcoholics, 
On page 18, line 9, in connection with Department of Highways 
, and purchase of driver-training vehicles from proceeds of sale 
of similar vehicles; 
On page 27, line 15, in connection with Capital Outlay, Public 
Building Construction: 
Provided, That not to exceed $100,000 of funds heretofore ap- 
propriated under the heading ‘‘C ‘apital Outlay, Public Building 
Construction, 1958” shall be available for necessary expenses 
related to the conversion to a fireboat of an LCM (8) to be trans- 
ferred without cost from the Department of the Army, which 
transfer is hereby authorized: 
On page 27, line 21, in connection with Capital Outlay, Public 
Building Construction: 
Provided further, That not to exceed $100,000 of funds 
heretofore appropriated under the heading ‘Capital Outlay, 
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Public Building Construction, 1956” shall be available for an 
engineering study, by contract or otherwise, as may be determined 
by the Commissioners, to implement the completed survey of 
JSacilities of District of ‘Columbia government hospitals; 
On page 28, line 2, in connection with Capital Outlay, Public 
Building Construction: 


: Provided further, That amounts appropriated under this general 
head, together with such amounts previously appropriated, shall 
be available within the appropriations involved unthout regard 
to fiscal year project limitations. 


On page 37, line 12, in connection with General Provisions: 


Sze. 14. Hereafter the Secretary of the Treasury is author- 
ized to restore from lapsed appropriations amounts certified by 
the Commissioners, or their designated representatives, as being 
necessary for the payment of audited claims under such appro- 
priations. 
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9d Session No. 1880 


85TH CoNGRESS HOUSE OF REPRESENTATIVES REPORT 
UNIVERSITY 


ner . ante, ROOM 

EXTENDING FOR 2 YEARS VOTHORITY FOR TREASURY 
SALE OF UNITED STATES OBLIGATIONS DIRECTLY TO 
FEDERAL RESERVE BANKS 


JUNE 13, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currency, submit- 
ted the following 


REPORT 


(To accompany H. R. 12586] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 12586) to amend section 14 (b) of the Federal Reserve 
Act, as amended, to extend for 2 years the authority of Federal Re- 
serve banks to purchase United States obligations directly from the 
Treasury, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


GENERAL STATEMENT 


H. R. 12586 would extend until June 30, 1960, the present authority 
of the Federal Reserve banks to purchase securities directly from the 
Treasury in amounts not to exceed $5 billion outstanding at any one 
time. 

Prior to 1935 Federal Reserve banks could purchase Government 
obligations either in the market or directly from the Treasury. The 
Banking Act of 1935, however, required that all purchases of Govern- 
ment securities by Federal Reserve banks be made in the open market. 
In 1942 the authority of the Federal Reserve banks to purchase secu- 
rities directly from the Treasury was restored, but a limit of $5 billion 
was placed on the amount outstanding at any one time. The $5 
billion authority was granted initially only through 1944, but the 
Congress has extended it from time to time so as to provide continuous 
limited direct borrowing authority ever since. The present authority 
was granted for 2 years and expires June 30, 1958. 

The primary purpose of this direct borrowing authority is to help 
the Treasury and the Federal Reserve System work together in 
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minimizing the disturbing effects on the economy of short-run peaks 
in Treasury cash receipts - and disbursements , particularly around the 
time of quarterly income-tax payments. These short-run movements 
of funds are large and precise estimates of their day-to-day patterns 
are often difficult. This direct borrowing authority in effect gives 
the Treasury an overdraft privilege with the Federal Reserve banks, 
thus permitting the Treasury to carry smaller cash balances than it 
would otherwise feel obliged to maintain in order to meet its day-to- 
day needs. It represents a useful fiscal mechanism for the Treasury 
and the Federal Reserve and its use has avoided unnecessary financial 
strains on the money market on a number of occasions. 

Treasury borrowing from the Federal Reserve banks under this 
authority has been used infrequently and then only for short eo 
The last time it was used was on March 17 and 18 of this year. Bor- 


rowing has exceeded $1 billion only rarely. The following ‘nthe shows 
the use of the direct borrowing authority since 1942: 


Direct borrowing from Federal Reserve banks 


j 


Maximum Number of Maximum 
Days used amount at | separate number of 
any time times used | days used at 
} any 1 time 
niente inci Racal ee asia 
Millions 

19 $422 

48 1, 320 
| ee . 

9 
None 
None 


ROUND x ccucicuncubee eee acai 
9 


2 
4 

30 

29 

15 
None 
None 
None 








The Treasury and the Federal Reserve have used the direct borrow- 
ing authority only to meet temporary requirements of the nature 
previously discussed. The authority is also, however, a safeguard 
that could be used in the event of any sudden nationwide eme rgency 
requiring heavy cash payments from the Treasury before securities 
could be sold. 

During the hearings on this legislation, questions were raised con- 
cerning the lack of criteria to guide the Secretary of the Treasury and 
the Federal Reserve in exercising this authority. Recognizing that 
the purposes for which this authority could be used are not limited 
by the law, your committee requests the Secretary of the Treasury to 
study the desirability of spelling out such criteria in the law, and to 
submit to the Congress his recommendations concerning such criteria 
before any further extension is requested beyond the 1960 expiration 
date. 

While admittedly this is a broad power, properly used it is a very 
useful one. It is a power which the committee believes automatic ally 
should be brought before the Congress for periodic review and hence 
the proposed extension of the authority for only a 2-year period. When 
the authority is in use a record of its use is included in the weekly 
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statement of condition of the 12 Federal Reserve banks, which is 
published in newspapers on Thursdays of each week. Further, it may 
be pointed out existing law requires that the Board of Governors of 
the Federal Reserve System include detailed information with respect 
to use of this authority in its annual report to Congress. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


FrpERAL Reserve Act, as AMENDED 


* * * * + * 

sao. 34,.°.°* 

Every Federal Reserve bank shall have power: 

ws? * 

(b) To buy and sell, at home or abroad, bonds and notes of the 
United States, bonds of the Federal Farm Mortgage Corporation hav- 
ing maturities from date of purchase of not exceeding six months, 
bonds issued under the provisions of subsection (c) of section 4 of the 
Home Owners’ Loan Act of 1933, as amended, and having maturities 
from date of purchase of not exceeding six months, and bills, notes, 
revenue bonds, and warrants with a maturity from date of purchase 
of not exceeding six months, issued in anticipation of the collection 
of taxes or in anticipation of the receipt of assured revenues by any 
State, county, district, political subdivision, or municipality in the 
continental United States, including irrigation, drainage and reclama- 
tion districts, such purchases to be made in accordance with rules 
and regulations prescribed by the Board of Governors of the Federal 
Reserve System: Provided, That, notwithstanding any other provi- 
sion of this Act, (1) until DJuly 1, 1958] July 1, 1960 any bonds, 
notes, or other obligations which are direct obligations of the United 
States or which are fully guaranteed by the United States as to prin- 
cipal and interest may be bought and sold without regard to maturities 
either in the open market or directly from or to the United States; 
but all such purchases and sales shall be made in accordance with the 
provisions of section 12A of this Act and the aggregate amounts of 
such obligations acquired directly from the United States which is 
held at any one time by the wneee Federal Reserve banks shall not 
exceed $5,000,000,000; and (2) after [June 30, 1958] June 30, 1960, 
any bonds, notes, or other obligations which are direct obligations of 
the United States or which are fully guaranteed by the United States 
as to principal and interest may be bought and sold without regard to 
maturities but only in the open market. The Board of Governors of 
the Federal Reserve System shall include in their annual report to 
Congress detailed information with respect to direct purchases and 
sales from or to the United States under the provisions of the preceding 


proviso. 
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2d Session No. 1881 


DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATION BILL, 1959 UNIVERSITY 


if 
OF MICHIGAN 


JuNE 16, 1958.—Ordered to be printed 


MAIN 
READING ROOM 


Mr. Presron, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 
[To accompany H. R. 12540] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 12540) 
making appropriations for the Department of Commerce and related 
agencies for the fiscal year ending June 30, 1959, and for other purposes, 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 6, 16 
30, 36, and 37. 

‘That the House recede from its disagreement to the amendments of 
the Senate numbered 1, 3, 4, 7, 9, 20, 24, 25, 26, 31, 38, and 39, and 
agree to the same. 


99 
y “2,5 


Amendment numbered 2: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $8,050,000; 
and the Senate agree to the same. 

Amendment numbered 8: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 8, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,800,000; 
and the Senate agree to the same. 


20006 








2 COMMERCE AND RELATED AGENCIES APPROPRIATIONS, 1959 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment amended to 
read as follows: (not to exceed $4,100,000) ; and the Senate agree to the 
same. 

Amendment numbered 11: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $141,475 ,000; 
and the Senate agree to the same. 

Amendment numbered 12: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 12, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,150,000; 
and the Senate agree to the same. 

Amendment numbered 13: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 13, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert two thousand two hundred and twenty-five; and the Senate agree 
to the same. 

Amendment numbered 14: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 14, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended to 
read as follows: , including voyages covered by contracts in effect at th 
beginning of the current fiscal year, of wh ich OT h Un Ire d and fifty shall 
be for compani s which have not held contracts prior to July 1, 1958, 
and seventy five shail be for companies operating into or out of the 
Great Lakes; and the Senate agree to the same. 

Amendment numbered 15: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 15, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $14,525,000; 
and the Senate agree to the same. 

Amendment numbered 17: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 17, and agree to the same with an amendment 
as follows: 

In lieu"of the sum proposed by said amendment insert $6,975,000; 
and the Senate agree to the same. 
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Amendment numbered 18: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 18, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,400,000; 
and the Senate agree to the same. 

Amendment numbered 19: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,150,000; 
and the Senate agree to the same. 

Amendment numbered 27: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $39,318,000; 
and the Senate agree to the same. 

Amendment numbered 28: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 28, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $17,000,000; 


and the Senate agree to the same. 

Amendment numbered 29: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 29, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,100,000; 
and the Senate agree to the same. 

Amendment numbered 33: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 33, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $31,500,000; 
and the Senate agree to the same. 

Amendment numbered 34: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 34, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,050,000; 
and the Senate agree to the same. 
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The committee of conference report in disagreement amendments 
numbered 5, 21, 23, 32, and 35. 
Prince H. Preston, 
ALBERT THOMAS, 
JOHN J. Rooney, 
CLARENCE CANNON, 
CLIFF CLEVENGER, 
Frank T. Bow, 
JOHN TABER, 
Managers on the Part of the House. 


SpEssARD L. HOLLAND, 
ALLEN J. ELLENDER, 
WarRREN G. MAGNUSON, 
JOHN STENNIS, 
Lynpon B. JoHNnson, 
JoHN O. PAsTorE, 
MarGAretT CuHAseE SMITH, 
STYLES BRIDGEs, 
Wiit1AmM FF. KNOWLAND, 
Epwarp J. THuys, 
CHARLES POTTER, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 12540) making appropriations for the De _partment 
of Commerce and related agencies for the fiscal year ending June 30, 
1959, and for other purposes, submit the following statement in ex- 
planation of the effect of the action agreed upon and recommended 
in the accompanying conference report as to each of such amend- 
ments, namely: 


TITLE I—DEPARTMENT OF COMMERCE 
GENERAL ADMINISTRATION 


Amendment No. 1: Appropriates $2,730,000 as proposed by the 
Senate instead of $2 600, 000 as proposed by the House. 


BUREAU OF THE CENSUS 


Amendment No. 2: Appropriates $8,050,000 for salaries and ex- 
penses instead of $7,900,000 as proposed by the House and $8,200,000 
as proposed by the Senate. 

Amendments Nos. 3 and 4: Replace language reference to ‘‘enu- 


merators’” as proposed by the House with ‘personal services’ as 
proposed by the Senate. 


Civit AERONAUTICS ADMINISTRATION 


Amendment No. 5: Reported in disagreement. 

Amendment No. 6: Appropriates $158,500,000 for establishment of 
air navigation facilities as proposed by the House instead of $175,000,- 
000 as proposed by the Senate. The difference of $16,500,000 is 
included in the defense appropriation bill for 1959. 


Coast AND GEODETIC SURVEY 


Amendment No. 7: Appropriates $11,685,000 for salaries and ex- 
penses as proposed by the Senate instead of $11,650,000 as proposed 
by the House. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Amendment No. 8: Appropriates $6,800,000 for salaries and ex- 
penses instead of $6,650,000 as proposed by the House and $7,040,000 
as proposed by the Senate. 


Orrice oF AREA DEVELOPMENT 


Amendment No. 9: Appropriates $200,000 for salaries and ex- 
penses as proposed by the Senate instead of $395,000 as proposed by 
the House. 

5 








6 COMMERCE AND RELATED AGENCIES APPROPRIATIONS, 1959 
MARITIME ACTIVITIES 


Amendment No. 10: Restores House language limiting the amount 
that may be used for research, development, and design expenses 
The final agreement provides $4,100,000 for this purpose in lew of 
the $3,500,000 p yroposed by the House. 

Amendment No. 11: Appropriates $141,475,000 for ship construction 
instead of $122,950,000 as proposed by the House and $160,000,000 
as proposed by the Senate. It was agreed that the program would 
include not to exceed 20 ships, the first 17 of which would be those 


listed in the House hearings, with the exception of the American 


President Lines passenger vessel which is to be covered under separate 
legislation, and 3 additional vessels for which applications have been 
approved by the Maritime Administration. It was further agreed 
that no construction should be initiated for any vessel unless and until 
funds therefor have been fully provided. 

Amendn nt No. 12: Limits the amount that may be used for admin- 

tratiy and warehouse expenses to $2,150,000 instead of $2,000,600 
as propos the House and $2,300,000 as proposed by the Senate 

Amendment + 13: Changes language of voyage limitation under 
“Ope ating -dilficental subsidies” to provide for 2,225 voyages in- 
stead of 2,500 voyages as proposed by the House and 2,125 voyages 
as proposed by the Sener ge 

Amendment No. 14: Restores House language earmarking voyages 
for new operators and y rreat Lakes operations. Provides 150 voyages 
for hew —— rators instead of 200 voyages as proposed by the House. 
Also includes 75 voyages for Great Lakes operators as proposed by 
the House. It was agreed that if fewer than 75 voyages are needed 
for Great Lakes operators, the remainder may be diverted to ot 
areas. 

Amendment No. 15: Appropriates $14,525,000 for salaries and 
expenses instead of ee as proposed by the House and 
$14,850,000 as proposed by the Senate. 

Amendment No. 16: Eliminates language proposed by the Senat: 
to provide for eee expenditures 

Amendment No. 17: sw ee limitation of $6,975,000 for adminis- 
trative expenses seth f $6,900,000 as proposed by the House and 
$7,050,000 as proposed i the Senate. 

Amendment No. 18: Provides limitation of $1,400,000 for mainte- 
nance of shipyard and reserve training facilities and operation of 
warehouses instead of $1,300,000 as proposed by the House and 
$1,500,000 as proj OS! o | 

Amendment No. 19: ] 
fleet expenses cues of $6,000,000 as proposed by the House and 
$6,300,000 as proposed by the Senate. 

Amendment No. 20: Terminates availability of balances under War 
Shipping Administration after December 31, 1958. 

Amendment No. 21: Reported in disagreement. 


»v the Senate. 


TOV ides limitation of $6.150.000 for reserve 


PATENT OFFICE 


Amendment No. 22: Appropriates $19,000,000 as proposed by the 
House instead of $21,000,000 as proposed by the Senate. 
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Bureau or Pustic Roaps 


Amendment No. 23: Reported in disagreement. 

Amendments Nos. 24 and 25: Shift $1,000,000 from the 1958 au- 
thorization to ie 1959 authorization under ‘Forest highways” as 
proposed by the Senate. 


NATIONAL BuREAU OF STANDARDS 


Amendment No. 26: Appropriates $600,000 for plant and equip- 
ment as proposed by the Senate instead of $550,000 as proposed by 
the House. 

WeratHEeR BurEAvU 


Amendment No. 27: Appropriates $39,318,000 for salaries and ex- 
penses instead of $39,060,000 as proposed by the House and 
$39,868,000 as proposed by the Senate. This amount includes $48,000 
for agricultural weather forecasting in the Mississippi Delta, $60,000 
for 24-hour aviation weather service at Rockford, Ill., and $150,000 for 
adjustments in grade structure. 


TITLE IIT—THE PANAMA CANAL 
CanaL ZONE GOVERNMENT 


Amendment No. 28: Appropriates $17,000,000 for operating ex- 
penses instead of $16,666,000 as proposed by the House and 
$17,417,000 as proposed by the Senate. This amount includes pro- 
vision of $100,000 for repairs to Thatcher Highway. Operating 
responsibility for Miraflores Bridge is to remain with Panama Canal 
Company during fiscal year 1959. 

Amendment No. 29: Appropriates $3,100,000 for capital outlay 
instead of $3,000,000 as proposed by the House and $3,200,000 as 
proposed by the Senate. 


PANAMA CANAL COMPANY 


Amendment No. 30: Provides for administrative expense limitation 
of $7,900,000 as proposed by the House instead of $7,976,000 as pro- 
posed by the Senate. 


TITLE ITI—INDEPENDENT AGENCIES 
Arrways MopERNIZATION BoarpD 


Amendment No. 31: Authorizes purchase of six passenger motor 
vehicles as proposed by the Senate. 

Amendment No. 32: Reported in disagreement. 

Ame ndment No. 33: Appropriates $31,500,000 for expenses instead 
of $30,000,000 as 1s proposed by the House and $34,315,000 as proposed 
by the Senate. 
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Crivit AERONAUTICS BOARD 


Amendment No. 34: Appropriates $6,050,000 for salaries and ex- 
penses instead of $6,000,000 as proposed by the House and $6,100,000 
as proposed by the Senate. 

Amendment No. 35: Reported in disagreement. 


St. LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


Amendment No. 36: Authorizes $400,000 for administrative ex- 
penses as proposed by the House instead of $440,000 as proposed by 
the Senate. 

Amendment No. 37: Authorizes $1,000 for official entertainment 
expenses as proposed by the House instead of $2,000 as proposed by 
the Senate. 

Amendments Nos. 38 and 39: Authorize per diem allowance of 
$100 as proposed by the Senate instead of $50 as proposed by the 
House, and limit per diem payments of more than $50 to a total 
expenditure of $5,000 as proposed by the Senate. 

Prince H. Preston, 
ALBERT THOMAS, 
JoHN J. Rooney, 
CLARENCE CANNON, 
Curr CLEVENGER, 
Frank T. Bow, 
JOHN TABeER, 

Managers on the Part of the House. 
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FEDERAL EMPLOYEES SALARY INCREASE ACT OF 1958 
JUNE 16, 1958.—Ordered to be printed 


Mr. Murray, from the committee of conference, UNIEMERaII The 
following OF MICHIGAN 


CONFERENCE REPORT °”'' 


MAIN 
[To accompany 8. 734] READING ROON 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the amendment of the 
House to the bill (S. 734) entitled ‘‘An Act to revise the basic compen- 
sation schedules of the Classification Act of 1949, as amended, and for 
other purposes,” having met, after full and free conference, have 
agreed to recommend and do recommend to their respective Houses as 
follows: 

Amendment numbered 1: 

That the Senate recede from its amendment numbered 1. 


Amendments numbered 2, 3, 4, 6, 7, 8,9, 10, 11, 12, and 13: 
That the House recede from its disagreement to the amendments of 


the Senate numbered 2, 3, 4, 6, 7, 8, 9, 10, 11, 12, and 13, and agree to 
the same. 


Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 5 and agree to the same with an amendment, 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

Sec. 10. Section 505 of the Classification Act of 1949, as amended 
(6 U.S. C. 1105), is amended by adding at the end thereof the following 
new subsections: 

“(f) The Director of the Administrative Office of the United States 
Courts is authorized to place a total of four positions in grade 17 of the 
General Schedule. Such positions shall be in addition to the number of 
positions authorized to be placed in such grade by subsection (6). 
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‘““(g) The Commissioner of Immigration and Naturalization is 
authorized to place a total of eleven positions in grade 17 of the General 
Schedule. Such positions shall be in addition to the number of positions 
authorized to be placed in such grade by subsection (b). 

“(h) In any case in which, subsequent to February 1, 1958, provi- 
sions are included in a general appropriation Act authorizing an agency 
of the Government to place additional positions in grade 16, 17, or 18, 
the total number of positions authorized by this section to be placed in 
such grades shall, unless otherwise expressly provided, be deemed to have 
been reduced by the number of positions authorized by such provisions to 
be placed in such grades. Such reduction shall be deemed to have occurred 
in the following order: first, from any number specifically authorized for 
such agency under this section, and second, from the maximum number 
of positions authorized to be placed in such grades under subsection (6) 
irrespective of the agency to which such positions are allocated. 

““(7) Appointments to positions in grades 16, 17, and 18 of the General 
Schedule. shall be made only upon approval by the Civil Service Com- 
mission of the qualifications of the proposed appointees, except that this 
subsection shall not apply to those positions— 

“(1) provided for in subsection (e) of this section; 

“(2) to which appointments are made by the President alone or 
by ey President by and with the advice and consent of the Senate; 
an 

““(3) for which the compensation is paid from (A) appropriations 
for the Executive Office of the President under the headings ‘The 
White House Office’, ‘Special Projects’, ‘Council of Economic 
Advisers’, ‘National Security Council’, ‘Office of Defense Mobiliza- 
tion’, and ‘President's Advisory Committee on Government Organi- 
zation’, or (B) funds appropriated to the President under the heading 
‘Emergency Fund for the President, National Defense’ by the General 
Government Matters Appropriation Act, 1959, or any subsequent 
Act making appropriations for such purposes.” 

Sec. 11. (a) Section 505 (b) of the Classification Act of 1949, as 
amended, is amended by striking out “twelve hundred and twenty-siz”’ 
and inserting ‘fifteen hundred and thirteen’’, by striking out “three 
hundred and twenty-nine” and inserting “four hundred and one’, and 
by striking out “one hundred and thirty’’ and inserting ‘‘one hundred 
and fifty-nine’’. 

(b) Section 505 (e) of such Act is amended by striking out “thirtu- 
seven”’ and inserting in lieu thereof ‘‘seventy-five’’. 

Sec. 12. (a) The first section of the Act of August 1, 1947 (Public 
Law 313, Eightieth Congress), as amended, 1s amended by striking out 
“one hundred and twenty” and ‘twenty-five’ in subsection (a) and 
inserting in lieu thereof “two hundred and ninety-two” and “‘fifty’’, 
respectively. 

(b) Such section is further amended by striking out “thirty” in sub- 
section (b) and inserting in lieu thereof ‘‘ninety’’. 

(c) Such section is further amended by adding at the end thereof the 
following new subsections: 

“(d) The Secretary of the Interior is authorized to establish and fiz 
the compensation for not more than five scientific or La se car ositions 
in the Department of the Interior, each such position being established to 
effectuate those research and development functions of such Department 
which require the services of specially qualified personnel. 
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“(e) The Secretary of Agriculture is authorized to establish and fix 
the compensation for not more than five scientific or professional positions 
in the Department of Agriculture, each such position being established 
to effectuate those research and development functions of such Department 
which require the services of specially qualified personnel. 

“(f) The Secretary of Health, Education, and Welfare is authorized 
to establish and fix the compensation for not more than five scientific 
or professional positions in the Department of Health, Education, and 
Welfare, each such position being established to effectuate those research 
and development functions of such Department which require the services 
of specially qualified personnel. 

““(g) The Secretary of Commerce is authorized to establish and fix the 
compensation for not more than twenty-five scientific or professional posi- 
tions in the Department of Commerce, of which not less than five shall be 


for the United States Patent Office in its examining and related activities, 


each such position being established to effectuate those research and de- 
velopment functions of such Department which require the services of 
specially qualified personnel. 

“(h) In any case in which, subsequent to February 1, 1958, provisions 
are included in a general appropriation Act authorizing an agency of the 
Government referred to in this Act to establish and fix the compensation 
of scientific or professional positions similar to those authorized by this 
Act, the number of such positions authorized by this Act shall, unless 
otherwise expressly provided, be deemed to have been reduced by the num- 
ber of positions authorized by the provisions of such appropriation Act.”’ 

(d) Section 3 of such Act is amended by inserting after “Secretary of 
Defense” a comma and the following: ‘‘the Secretary of the Interior, the 
Secretary of Agriculture, the Secretary of Commerce, the Secretary of 
Health, Education, and Welfare,” and by inserting after “Military 
Establishment” a comma and the fo! llounng: “‘the Department of the In- 
terior, the Department of Agriculture, the Department of Commerce, the 
Department of Health, Education, and Welfare,’’. 

(e) Section 208 (g) of the Public Health Service Act, as amended (42 
U. S. C. 210 (g)), 1s amended by striking out ‘‘sixty positions”’ and in- 
serting in lieu thereof “eighty-five positions, of which not less than seventy- 
three shall be for the National Institutes of Health’’. 

(f) The annual rate of basic compensation of the position of Chief 
Postal Inspector in the Post Office Department shall be $19,000. 

Sec. 13. (a) (1) Clause (2) of that paragraph of section 602 of the 

Classification da of 1949, as amended (5 U. 8. C. 1112), which defines 
the level of difficulty and responsibility of work in grade & of the General 
Schedule (GS-5) is amended to read as follows: 

(2) to perform, under immediate supervision, and with little 
opportunity for the exercise of independent judgment, simple and 
ee work requiring professional, scientific, or technical train- 
ing; 

(2) ¢ nelle 2) of that paragraph of the same section which defines the 
level of difficulty and responsibility of work in grade 7 of the General 
Schedule (GS-7) is amended to read as follows: 

““(2) under immediate or general supervision, to perform some- 
what difficult work requiring (A) professional, scientific, or technical 
training, and (B) to a limited extent, the exercise of independent 
technical judgment; or’’. 
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(b) The Civil Service Commission shall exercise its authority to issue 
such standards or regulations as may be necessary for the administration 
of subsection (a) of this section. 

Sec. 14. It is ‘the sense of the Congress that appropriations for coopera- 
tive agricultural extension work and appropriations for payments to 
State agricultural experiment stations for the fiscal year beginning 
July 1, 1958, should inelude additional amounts sufficient to provide 
increases in the portion of the compensation of persons employed in 
such work or by such stations, which is paid from such appropriations, 
corresponding to the increases provided for employees under this Act. 

And the Senate agree to the same. 

Tom Murray, 

JAMES H. Morrison, 

James C. Davis, 

Epwarp H. Regs, 

Ropert J. CorBeErTT, 
Managers on the Part of the House. 


Ou D. JounstTon, 

Mikre Monroney, 

Dick NEUBERGER, 

FRANK CARLSON, 

WiuiiaMm E. JENNER, 
Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the amendment of the House to the bill (S. 734) entitled ““An Act 
to revise the basic compensation schedules of the Classification Act of 
1949, as amended, and for other purposes,’’ submit the following 
statement in explanation of the effect of the action agreed upon by 
the conferees and recommended in the accompanying conference 
report: 

Amendment No. 1: This amendment contains provisions governing 
the adjustment of the rates of basic compensation of officers and em- 
ployees receiving compensation under section 803 of the Classification 
Act of 1949 (68 Stat. 1106; 5 U.S. C. 1133), authorizing higher rates 
of basic compensation for hard-to-fill positions (at present and for the 
most part, certain categories of positions requiring scientific and tech- 
nical training). Under the provisions of Senate amendment No. 1, 
those officers and employees in such scientific and technical positions 
would not necessarily receive the full amount of the increase in basic 
compensation provided by reason of section 2 (a) of the House amend- 
ment for other officers and employees subject to the Classification 
Act of 1949, if the Civil Service Commission, in effect, approved the 
payment of certain lesser amounts of compensation to these officers 
and employees in such scientific and technical positions. Under the 
comparable provisions of the House amendment and without regard 
to any administrative determination, these officers and employees in 
such scientific and technical positions will receive the full amount of 
the increase in basic compensation provided by reason of section 2 (a) 
of the House amendment, to the same extent as.other officers and 
employees and irrespective of any prior increases in, or establishment 
of, their rates of basic compensation under section 803 of the Classifi- 
cation Act of 1949. Although the conference agreement grants the 
full amount of such increase to those officers and employees whose 
compensation has been established or adjusted under section 803 of 
the Classification Act of 1949, the committee of conference believes 
that, under such section 803, the Civil Service Commission has ample 
authority to make equitable adjustments and readjustments in the 
future in the compensation relationships of these classes of officers and 
employees, and, for this purpose, should make continuing or periodic 
reviews of its actions and determinations under such section 803. 
The Senate recedes. 

Amendment No. 2: This amendment makes certain changes in the 
comparable House provision relating to the adjustment of the rates of 
basic compensation of employees in the offices of Senators. This 
amendment broadens the House provisions to cover the adjustment of 
basic compensation in those cases in which (1) a Senator shall have 
died during the retroactive period, (2) an minnie shall have trans- 
ferred from the office of one Senator to the office of another Senator 
during the retroactive period, and (3) an employee shall have trans-- 
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ferred from the office of a Senator to a committee, or vice versa, 
during the retroactive period. The House recedes. 

Amendment No. 3: This amendment makes a change in the pro- 
visions relating to the compensation of House folding-room employees 
in order to conform such provisions to necessary appropriations 
procedures. The House recedes. 

Amendment No. 4: This amendment provides that the retroactive 
salary or compensation increases provided by this legislation shall 
not be considered to be “basic salary’’ for the purposes of the Civil 
Service Retirement Act in the case of any officer or employee who 
retired or died during such period. This amendment does not affect 
the right to payment of the salary or compensation increases in such 
cases. The amendment eliminates the necessity of recomputation 
and readjustment of retirement benefits which were fixed and de- 
termined prior to the date of enactment of this legislation. This 
amendment is similar to the last sentence of section 406 (a) of the act 
of May 27, 1958 (72 Stat. 147; Public Law 85-426), relating to retro- 
active salary increases for postal field service employees. The 
House recedes. 

Amendment No. 5: This amendment relates generally to the au- 
thorization of (1) additional positions in grades 16, 17, and 18 of the 
General Schedule of the Classification Act of 1949, as amended, and 
(2) additional scientific and professional positions under Public Law 
313, 80th Congress, as amended, and the Public Health Service 
Act. 

The House engrossed amendment contained provisions (in secs. 10, 
11, and 12 thereof, which were struck out by Senate amendment 
No. 5) to the following effect: 

(1) The Director of the Federal Bureau of Investigation is 
authorized to place a total of 75 positions in grades 16, 17, and 
18 of the General Schedule in lieu of the present authority for 37 
such positions. 

(2) Each appointment to a position in grade 16, 17, or 18 of 
of the General Schedule (except positions referred to in paragraph 
(1), above) shall be subject to Civil Service Commission approval 
of the qualifications of the proposed appointee. 

(3) The annual salary for the position of Chief Postal] In- 
apian in the Post Office Department shall be $19,000. 

Senate amendment No. 5 contained provisions to the following 
effect: 

The Director of the Administrative Office of the United 
States Courts is authorized to place a total of four positions in 
grade 17 of the General Schedule. 

The Commissioner of Immigration and Naturalization is 
authorized to place eleven positions in grade 17 of the General 
Schedule. Such grade 17 positions are in lieu of eleven positions 
which the Commissioner presently is authorized to place in 
grade 16 of such General Schedule. 

The Civil Service Commission is authorized to allocate to 
the various departments and agencies a total of not more than 
1,779 positions in grades 16, 17, and 18 of the General Schedule, 
including not more than 472 such positions in grade 17 and 188 
such positions in grade 18. The Commission presently is author- 
ized to so allocate a total of not more than 1,226 positions in 
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grades 16, 17, and 18, including not more than 329 in grade 17 
and 130 in grade 18. 

(4) The Director of the Federal Bureau of Investigation is 
authorized to place a total of 75 positions in his Bureau in grades 
16, 17, and 18 of the General Schedule, in lieu of the total of 37 
such positions authorized by existing law. 

(5) The Secretary of Defense is authorized to establish not 
more than 435 professional and scientific positions in the Depart- 
ment of Defense and 50 such positions in the National Security 
Agency, = lieu of the maximum totals of 120 and 25 authorized 
for such artment and Agency, respectively, under Public 
Law 313, oan Congress, as amended. 

(6) The Chairman of the National Advisory Committee for 
Aeronautics is authorized to establish not more than 150 profes- 
sional and scientific positions, in lieu of the maximum of 30 such 
positions presently authorized by Public Law 313, as amended. 

(7) The Secretary of the Interior is authorized to establish not 
more than 10 scientific and professional positions under Public 
Law 313, as amended. 

(8) The Secretary of Agriculture is authorized to establish not 
more than five scientific and professional positions under Public 
Law 313, as amended. 

(9) The Secretary of Health, Education, and Welfare is 
authorized to establish not more than five professional and 
scientific positions under Public Law 313, as amended. 

(10) The Secretary of Commerce is authorized to establish not 
more than 50 professional and scientific positions, of which not 
. less than 10 shall be in the United States Patent Office. 

Senate amendment No. 5 also contains provisions to the further 
effect that— 

(1) The total number of positions in grades 16, 17, and 18 of 
the General Schedule and the total number of professional and 
scientific positions under Public Law 313, 80th Congress, as 
amended, authorized by the amendment, shall be reduced by the 
numbers of such positions, respectively, authorized subsequent to 
February 1, 1958, in any general appropriation act; 

(2) The head of each department who initially is authorized 
by the amendment to establish scientific and professional positions 
under such Public Law 313 shall be subject to the reporting 

requirements of such law; 

(3) The total of not to exceed 60 scientific and professional 
positions authorized by the Public Health Service Act shall be 
increased to a total of 85, of which not less than 73 shall be 
in the National Institutes of Health; 

(4) The level of difficulty and responsibility of work in grades 
5 and 7 of the General Schedule of the Classification Act of 1949, 
as amended, shall be redefined (with the new definitions contained 
in the language of the amendment) to conform more accurately 
to current requirements; and 

(5) It is the sense of the Congress that appropriations for 
cooperative agricultural extension work and for payments to State 
agricultural experiment stations for the fiscal year 1959 include 
additional amounts sufficient to grant 10 percent salary increases 
to persons employed in such work or by such stations. 
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The conference agreement contains provisions to the following 
effect: 


(1) The maximum number of positions in grades 16, 17, and 
18 of the General Schedule for the Federa) Bureau of Investigation 
is increased from 37 to 75, as provided by the House engrossed 
amendment. 

(2) Each appointment to a position in grade 16, 17, or 18 of 
the General Schedule will be subject to Civil Service Commission 
approval of the qualifications of the proposed appointee (not 
applied to such positions in the Federal Bureau of Investigation), 
as provided by the House engrossed amendment, except that 
appointments by the President and appointments to certain 
positions in or under the Executive Office of the President shall 
not be subject to such Commission approval. 

(3) The annual salary of the position of Chief Postal Inspector 
in the Post Office Department shall be $19,000, as provided by 
the House engrossed amendment. 

(4) The increases in total numbers of positions in grades 16, 
17, and 18 of the General Schedule (except those referred to in 
par. (1) above) and in the total numbers of scientific and profes- 
sional positions under Public Law 313, 80th Congress, as amended 
(including new authorizations for such positions) as contained in 
Senate amendment No. 5 are reduced by 50 percent in the 
conference agreement, except that under such agreement— 

(A) four positions in grade 17 of the General Schedule are 
authorized for the Administrative Office of the United States 
Courts; 

(B) eleven positions in grade 17 of the General Schedule 
are authorized for the Immigration and Naturalization 
Service, in lieu of the present total of 11 positions in grade 16 
of such General Schedule for such Service; 

(C) The number of professional and scientific positions for 
the National Security Agency under Public Law 313 is in- 
creased from 25 to 50; and 

(D) The Secretary of Agriculture and the Secretary of 
Health, Education, and Welfare each is authorized to estab- 
lish not more than five scientific or professional positions 
under Public Law 313, as amended, 

in accordance with the provisions of the Senate amendment in 
respect to such exceptions. 

(5) The number of professional and scientific positions provided 
by the Public Health Service Act is increased from 60 to 85, of 
which not less than 73 shall be for the National Institutes of 
Health, as provided by the Senate amendment. 

(6) The ed of difficulty and responsibility of work in grades 
5 and 7 of the General Schedule of the Classification Act of 1949, 
as amended, is redefined, with the new definitions'spelled out in 
the language of the conference agreement, as provided by the 
Senate amendment. 

(7) It is the sense of the Congress that appropriations for 
cooperative agricultural extension work and for payments to 
State agricultural experiment stations for the fiscal year beginning 
July 1, 1958, include additional amounts sufficient to grant 10 
percent salary increases to persons employed in such work or by 
such stations, as provided by the Senate amendment. 
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The committee of conference agreed to reduction in the numbers 
of additional positions in grades 16, 17, and 18 of the General Schedule 
of the Ciaetiivation Act of 1949 and additional positions authorized 
under Public Law 313, 80th Congress, as provided by Senate amend- 
ment No. 5, in recognition of the hearings on the need for increase 
in the numbers of such positions currently being held by the Subcom- 
mittee on Manpower Utilization of the Committee on Post Office and 
Civil Service of the House. The committee of conference further 
agrees that the need exists for full and complete hearings on this 
subject to ascertain the actual requirements of the departments and 
agencies for such positions and to provide the departments and 
agencies with the opportunity to justify their specific requests, and 
that in the future requests for additional such positions should be 
made and justified by the departments concerned. 

Amendment No. 6: This is a technical amendment which changes 
a section number. The House recedes. 

Amendment No.7: This amendment, which is technical only, makes 
a change in a section number. The House recedes. 

Amendment No. 8: This amendment is a clarifying amendment 
which adds the salary rate of $15,780 to the temporary rates for 
level 18 of the Postal Field Service Schedule of the Postal Field 
Service Compensation Act of 1955, as amended by the House version. 
This amendment will eliminate a possible inequity in the operation of 
such salary schedule. The House recedes. 

Amendment No. 9: This is a technical amendment which changes 
a section number. The House recedes. 

Amendment No. 10: This is a technical amendment which makes a 
change in a section number. The House recedes. 

Amendment No. 11: This amendment, which is a ciarifying amend- 
ment, prescribes effective dates for sections 12, 13, and 14 of this legis- 
lation as added by Senate amendment No. 5. The House recedes. 

Amendment No. 12: This amendment is a clarifying amendment 
which reflects, for effective date purposes, the change in section num- 
ber made by Senate amendment No. 6. The House recedes. 

Amendment No. 13: This amendment makes the salary or com- 
pensation increases provided by this legislation effective on the date 
of enactment for the purpose of determining the amount of insurance 
for which an individual is eligible under the Federal Employees’ Group 
Life Insurance Act of 1954. The comparable House provision made 
such increases effective for this purpose on the first day of the first pay 
period which begins on or after the date of enactment. The effect of 
Senate amendment No. 13 is to provide greater insurance protection 
for those employees whose amounts of insurance under such act will 
be increased as a result of the increases provided by this legislation 
in their salery or compensation, as of an earlier date than the date 
provided by the comparable House provision. The House recedes. 


Tom Murray, 

JAMES H. Morrison, 

James C. Davis, 

Epwarp H. Ress, 

Ropert J. Corsett, 
Managers on the Part of the House. 
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85rH Coneress | HOUSE OF REPRESENTATIVES Report 
2d Session { No. 1883 


DESIGNATING THE DAM BEING CONSTRUCTED IN CONNECTION 
WITH EAGLE GORGE RESERVOIR PROJECT, GREEN RIVER, WASH., 
S THE HOWARD A. HANSON DAM 


June 16, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Davis of Tennessee, from the Committee om NAR Works, 


submitted the following 


REPORT 


{To accompany H. R. 855] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 855) to designate the dam being constructed in connection 
with the Eagle Gorge Reservoir project on the Green River, Wash., 
as the Howard A. Hanson Dam, having considered the same, report 
favorably thereon without amendment and recommend that the 
bill do pass. 

The Eagle Gorge Reservoir is on the Green River which lies wholly 
in King County, Wash. The dam site is on the upper Green River, 
6 miles southwest of Kanaskat, Wash., and 1 mile downstream from 
the mouth of North Fork. 

H. R. 855 proposes to designate the dam to be constructed in con- 
nection with the project for the Eagle Gorge Reservoir on the Green 
River as the Howard A. Hanson Dam in honor of Col. Howard A. 
Hanson, a retired officer of the Army Corps of Engineers, who died 
in 1957. Colonel Hanson took an active part in securing authori- 
zation of and appropriations for construction of the Eagle Gorge 
Reservoir. He was a civic leader of Seattle, Wash., well known for 
his work on municipal and State development projects. The com- 
mittee has been informed that the bill has the support of interested 
groups and individuals of that area. 

A report received by the committee from the Department of the 
Army, indicating no objection to the legislation, is set forth below: 
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HOWARD A. HANSON DAM AT GREEN RIVER, WASH. 


DrPARTMENT OF THE ARMY, 
Washington, D. C., May 28, 1957. 
Hon. Cuarues A. Buck.ey, 
Chairman, Committee on Public Works, 
House of Representatives. 

Drar Mr. CuHairmMan: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 855, 
85th Congress, a bill to designate the dam being constructed in con- 
nection with the Eagle Gorge Reservoir project on the Green River, 
Wash., as the Howard A. Hanson Dam. 

The Department of the Army offers no objection to the enactment 
of the above-mentioned bill, the purpose of which is stated in the title. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely vours, 
Wicser M. Brucker, 
Secretary of the Army. 














S5tH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
Id Session No... 1885 


AMENDING THE COMMUNICATIONS ACT OF 1934 WITH 
RESPECT TO THE ISSUANCE’ OF LICENSES’ TO’ NON- 
CITIZENS FOR RADIO STATIONS ON AIRCRAFT 


JuNE 16, 1958,—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Mack of Hlinois, from the Committee on Interst A RS Len 


Commerce, submitted the following ad 
JUN BQi iooe 


REPORT 
MAIN 


[To accompany H. R: 8543) READING ROOM 


The Committee on Interstate and Foreign, Commerce, to. whom 
was referred the bill (H. R. 8543).to amend. the Communications Act 
of 1934 to authorize, in certain. cases; the issuance. of: licenses to 
noncitizens for radio stations on aircraft and for the operation thereof, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill, as amended, do, pass. 

The amendments are as follows: 

Page 1, line 7, after “finds” insert, ‘that’. 

Page 1, line 8, after ‘‘thereby’’ and before the comma insert: 

and that security considerations have been satisfied 

Page 1, line 10, strike out ‘‘Commission’’ and insert in lieu thereof 
‘‘Administration’”’. 

Page 2, line 8, strike out “the operation of’. 

Page 2, lines 11 and 12, strike out: ‘‘Commission’”’ and insert in 
lieu thereof ‘Administration’. 


PuRPOSE OF LEGISLATION 


The purpose of the legislation is to enhance air safety in the United 
States by authorizing the Federal Communications Commission 
to issue licenses to noncitizens for the operation of aircraft radio 
stations in the case of persons holding United States pilot certificates 
or foreign aircraft pilot certificates which are valid in the United 
States on the basis of reciprocal agreements entered into with foreign 
governments. 
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Under present law, the Civil Aeronautics Administration is au- 
thorized and does issue pilot certificates to nationals of friendly 
foreign countries. The Federal Communications Commission is now 
prohibited from issuing radio operator or radio stations licenses to the 
same individuals. 

The result has been that some persons have been authorized to 
operate aircraft in the United States and at the same time have been 
denied an important safety feature which is of value not only to the 
alien pilot but to other aircraft whose safety is jeopardized because 
the alien pilot may not operate his aircraft radio. 


HEARINGS ON LEGISLATION 


Hearings were held on the legislation in which testimony was 
received from the author of the bill, several other Members of Congress, 
and representatives of the Civil Aeronautics Administration, Civil 
Aeronautics Board, Federal Communications Commission, and the 
Aircraft Owners & Pilots Association, all of whom endorsed the bill. 

A question was raised in the course of the hearings as to the respon- 
sibility under present law for security clearance of individuals who 
would come within the provisions of this legislation. It was testified 
that the present title XII of the Civil Aeronautics Act would provide 
the Civil Aeronautics Board with appropriate authority for the 
formulation of regulations dealing with the security clearance of all 
airmen.' 

CoMMITTEE AMENDMENTS 


In addition to several clarifying amendments the committee 
amended the bill so as to require before issuance of a license a finding 
by the Federal Communications Commission that security considera- 
tions have been satisfied. The committee feels that the provision 
contained in the bill requiring a finding that the public interest will 
be served by the issuance of a license should itself be sufficient to 
include security considerations. However, the committee desired to 
place particular emphasis on the need for proper security standards 
which should govern the issuance of radio station licenses, and, there- 
fore, included the aforementioned amendment in the bill as reported. 


SEc. 1201 (64 Stat. 825, 49 U.S. C. 701 lhe purpose of this title is to establish security provisions whic! 
will encourage and permit the maximum use of civil aircraft consistent with the national security. When 
ever the President de termines such action to be required in the interest of national security, he may direct 
the Secretary of Commerce and the Civ Aeronautics Board to exercise the powers, duties, and respon 
bilities granted in this title to the extent, in the manner, and for such periods of time as the President con- 


siders necessary. 

Sec. 1202 (64 Stat. 825, 49 U. S. C. 702), The Board shall consider requirements of national security as 
well as safety of flight in air commerce, in exercising its powers and carrying out its responsibilities under 
title VI of this Act. 
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Acrmnecy Reports 


COMMENTS OF THE FEDERAL COMMUNICATIONS COMMISSION. ON H,:R. 
8543, A BRILL TO. .AMEND, THE.COMMUNIGATIONS ACT OF .1934 TO.AU- 
PHORIZE, IN CERTAIN CASHS, THE ISSUANCE OF RADIO LICENSES: ON 
AIRCRAFT TO BE HELD BY NONCITIZENS 


H. R. 8543 would amend sections 303 (1) and 310 (a) (1), of the 
Communications Act of 1934. 

The proposed amendment to section 303 (1) would authorize the 
Commission to issue licenses to noncitizens for the operation of air- 
craft radio stations in the case of persons holding United States pilot 
certificates issued by the Civil Aeronautics Administration or persons 
holding foreign aircraft pilot certificates which are valid in the: United 
States on the basis of reciprocal agreements entered mto with foreign 
governments. The proposed amendment to section 310 (a) (1) w ould 
authorize the Commission to issue station licenses to noncitizens 
under the same circumstances, 

There appears to be a substantial need in the area of air safety for 
legislation of this nature because of the present difference in statutory 
standards applied by the Civil Aeronautics Administration in issuing 
pilot certificates, and the Federal Communications) Commission in 
issuing station licenses for aireraft and aircraft radio operator licenses. 
The CAA is authorized and does issue pilot certificates to the nationals 
of any friendly foreign country but the Commission is now prohibited 
from issuing radio operator or station licenses to the same individuals. 
The result has been that some persons who are authorized to operate 
aircraft in the United States are at the same time denied, an important 
safety feature, which is of value not, only to the alien pilot himself but 
to other air and ground personnel with whom he could otherwise be in 
contact. 

H. R. 8543 is calculated to enhance air safety in the United States 
and is therefore endorsed by the Commission. It should, in addition, 
relieve the Congress of a certain number of private bills with which. it 
has been burdened in the past. 

It may be that the proposed relaxation of citizenship requirements 
will involve security considerations with respect to some of the aliens 
who would be made eligible for licensing. However, the: Commission 
feels that if the CAA has satisfied ‘itself as to the security problem of 
the individual applying for a pilot certificate and subsequently issues 
such an individual a pilot certificate the Commission may. then issue 
a station license or operator’s license to that pilot.. Similarly, when 
the State Department negotiates reciprocal agreements with foreign 
governments, any security problems can be disposed. of as part of the 
negotiation, and the Commission can properly issue operator or station 
licenses under the authority of the agreement. 

Attention is called to the facet that adoption of the bill in its, present 
form would permit the unusual situation. of permitting the issuance 
of a station license to a noncitizen’ while at. the same time forbidding 
the issuance of a station. license to a citizen of the United, States 
representing a foreign government. Section 310 (a) (2) of the Com- 
munications Act prohibits the Commission from, granting a station 
license to “any foreign government or the representative, thereof,” 
Applications are occasionally received from honorary viee counsels 
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and others who represent foreign governments in some capacity but 
who are citizens of the United States. Congress may wish to con- 
sider affording the C ommission disc ‘retionary authority in this area. 

It is suggested that on line 8, page 2, the words, “the operation 
of,” be deleted. This would make it clearer that a station license 
rather than an operator’s license, is involved. 

Finally, on line 10, page 1, and on line 11, page 2, the word “ Ad- 
ministration’? should be substituted for the word ‘‘Commission.’’ 

Adopted April 9, 1958. 


Civiz Anrronautics Boarp, 
Washington, D. C., April 3, 1958. 
Hon. Oren Harris, 
Chairman, Commitiee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 
Dear ConGressMAN Harris: This is in reply to your two letters 


of vanuary 10, 1958, a knowledged January 13, 1958, requesting the 
I 
2 


soard’s comments on H. R. 6886 and H. R. 854 

Under existing provisions of the Federal Communications Act ther 
is no authority to issue radio operator licenses to persons who are not 
citizens of the United States. On the other hand, such persons a: 
not, by reasons of their lack of citizenship, barred from obtaini 
authorization to operate aircraft in this country, and many aliens 
have been granted such authorization. They may operate anywhere 
in the United States aircraft in which the use of radio is not required 

However, most types of aircraft operation now require the use of 
two-way radio equipment. Notwithstanding the actual proficiency in 
radio operations which an alien may possess, he is barred from receiv- 
ing a radio operator’s license, and the consequence is that whatever 
authorization he may possess to operate aircraft in this country is 
substantially curtailed. From the standpoint of the Board, it is 
believed that the existing restriction which prohibits the Federal 
Communications Commission from granting a radio operator’s license 
to an alien serves no useful purpose insofar as the operation of aircraft 
radio by an alien authorized to operate aircraft is concerned, and 
constitutes a needless inconsistency with the provisions of the law 
relating to the operation of aircraft by foreigners. 

H. K. 6886 and H. R. 8543 would remedy the situation by amending 
section 303 (b) of the Federal Communications Act. That section 
now authorizes the Federal Communications Commission to issue radio 
licenses ‘‘to such citizens of the United States as the Commission finds 
qualified.”” The amendment would add: “except that in issuing 
heenses for the operation of radio stations on aircraft the Commis- 
sion may, if it finds the public interest will be served thereby, waive 
the requirement of citizenship in the case of persons holding United 
States pilot certificates issued by the Civil Aeronautics Commission 
[Administration], or in the case of persons holding foreign aircraft pilot 
certificates which are valid in the United States on the basis of recip- 
rocal agreements entered into with foreign governments.”’ The Board 
recommends the adoption of such an amendment. However, ‘Civil 
Aeronautics Commission’? should be changed to read: ‘Civil Aero- 
nautics Administration.”’ 

H. R. 8543 would also amend section 310 (a) of the Federal Com- 
munications Act. In addition to providing for the licensing of radio 
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operators, the act has a separate requirement for the licensing of 
radio stations. Section 310 (a) as it now stands provides that a radio 
station license shall not be granted to an alien or the representative 
of an alien. Radio equipment instajled on aircraft comes within the 
classification of a radio station, and radio equipment installed on 
United States registered aircraft is licensed by the Federal Communi- 
cations Commission. However, these licenses are only issued to 
citizens who are in possession and control of the radio equipment. 
Thus, in the case of a United States registered aircraft which is being 
operated by aliens under a lease or other legal arrangement, the 
operator is unable to obtain a radio station license because of the 
requirement of citizenship, and the registered owner cannot secure 
a radio station license because he is not in control and possession of 
the radio equipment. Also, the operator would probably not be 
able to obtain a station license from his country of nationality as the 
Chicago convention, to which the United States and many other 
nations are parties, requires that a license to install and operate 
radio equipment shall be issued by the State in which the aircraft is 
registered. 

The proposed amendment to section 310 (a) would remove the 
requirement of citizenship and allow aliens in control of United States 
registered aircraft to have radio equipment installed in the aircraft 
by authorizing the Federal Communications Commission to issue radio 
station licenses in these cases. The Board recommends the adoption 
of such an amendment. 

Accordingly, while the Board endorses both H. R. 8543, and H. R. 
6886, it prefers H. R. 8543 in view of its more complete coverage. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely vours, 
James R. Durrer, Chairman. 


—_— 


DerPARTMENT OF COMMERCE, 
OFFICE OF THE SECRETARY, 
Washington, May 1, 1958. 
Hon. OrEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: In you letter of April 25, 1957, vou requested 
the views of the Department of Commerce on H. R. 6886, a bill to 
amend the Communications Act of 1934 to authorize, in certain cases, 
the issuance of licenses to noncitizens for the operation of radio 
stations on aircraft. 

In vour letter of July 9, 1957, you requested our views on H. R. 
8543, a bill to amend the Communications Act of 1934 to authorize, 
in certain cases, the issuance of licenses to noncitizens for radio 
stations on aircraft and for the operation thereof. 

These comments are submitted with respect to both of the above 
bills because they deal with the same basic subject. 

The Department of Commerce, while favoring enactment of either 
of these bills, prefers the enactment of H. R. 8543 

The enactment of H. R. 8543 is preferred because, like H. R. 6886, 
it provides for the issuance to noncitizens of a license to operate on 
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aircraft radio but in addition provides for the issuance of'a license to 
ain aircraft’ radio station itself when aboard an aircraft. In other 
words, H. R. 8543 provides for the li¢ensing of both the foreign radio 
operator and the foreign radio’ station. 

The object of both bills is to ‘give the Federal Communications 
Commission discretionary authority to issué these licenses. We believe 
it is particularly important that the Federal Communications Com- 
mission have this authority with respect to waiving ‘the citizenship 
requirement in ‘the ease of the noncitizen aircraft radio operator. 
It is a basic requirement on both bills’ that the noncitizen hold a 
United States pilot certificate issued by the Civil Aeronauties Admin- 
istration or foreign aircraft pilot certificates which are valid in the 
United States on the basis of reciprocal agreements entered into with 
foreign governments. 

We are of the opinion that foreign pilots who have been found com- 
petent to operate aircraft radio transmitters, and otherwise meet such 
qualification as may be laid down by the Federal Communications 
Commission, should be so licensed... We believe this to be important 
from both practical and safety standpoints. 

From the practical standpoint, the existing restriction against non- 
citizens operating aircraft radio transmitters is a handicap in the 
training of foreign pilots who are in this country for aircraft instrument 
and flight mstruction. 'This restriction is also, in our judgment, an 
unreasonable restraint against foreign pilots who may be operating 
United States aircraft in this country under lease; charter or other 
right’ and, although entirely competent to operate the aircraft’s 
transmitting equipment, are not permitted to do so, but must employ 
the services of a United States radio operator licensee for this purpose. 
The same handicap similarly affects foreign pilots who may be here 
as displaced persons in the process of becoming citizens. 

We also believe that the proposed legislation is desirable from the 
standpoint of safety in aviation.__As previously indicated, so far as 
aviation laws, rules, and regulations are concerned, foreign pilots may 
operate aircraft within the United States and thus, with respect to 
any operation in which the use of radio is not required, foreign pilots 
may. operate. aircraft anywhere in the United States. However, 
although the regulations permit the conduct of many types of aircraft 
operation without radio, there are» many situations in which the use 
of radio for such operations is desirable and increases the degree of 
safety. Therefore, since this legislation would remove the existing 
restriction. prohibiting use of, aeronautical radio by foreign pilots, it 
would in many instances increase the, degree of safety with which 
operations could. be conducted by; such pilots. For this reason we 
believe that the proposed legislation is desirable in the interest of 
safety in civil aviation. 

As indicated, above, both bills are identical with respect to the 
issuance, of aircraft. radio operators, licenses to. noncitizens,, How- 
ever, H. R. 8543 contains the added provision, which gives. to the 
Federal Communications Commission the discretionary authority to 
license the foreign aircraft, radio station itself. We believe. this is 
desirable for essentially the. same reasons that pertain to the issuance 
of the noncitizen operators licenses., It,seems to us logical ‘that the 
entire discretion should rest. with the Federal, Communications 
Commission. 
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It is for the above reasons that we favor the enactment of either 
of the above bills, but prefer enactment of H. R: 3543, 
The Bureau of the Budget has advised that at interposes“no ob- 
jection to the submission of this letter to your committee. 
Sincerely yours, 
SIncLAIR WEEKS, 
Secretary of Commerce. 


DEPARTMENT OF STATE, 
Washington, April 4, 198. 
Hon. Oren. Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. Harris: The receipt is acknowledged of your com- 
oe * July 9, 1957, requestmg: a report and comments on 
H. R. 8543, a bill to amend the Communications Act of 1934 to 
awehorine i in er tid cases, the issuance of heenses to noncitizens for 
radio stations on aircraft and for the operation thereof. 

Please be advised in response that the Department of State would 
favor the enactment of a law containing the provisions of this bill, 
as being in the interest of foreign relations in the fields of telecom- 
munications and aviation. 

It would be suggested, however, that, the terminology employed in 
the bill be reviewed ‘with representative es of ‘the Civil Aeronautics 
Board or of the Civil Aeronautics. Administration, before passage of 
the law, For example, it is not believed that pilots certificates are 
issued by the “Civil Aeronautics Commission,’ Perhaps. it. would 
be better simply to refer to “pilots certificates issued by the United 
States Government.” 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission, of this report. 

Sincerely yours, 
Wiutiram B. Macomper, Jr., 
Assistant Secretary 
(For the Secretary of State). 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BureEav OF THE BupGet, 
Washington, D. C., April 1,.1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuatrman: This is-in reply to your letters of April 
25 and July 9, 1957, requesting the views of this office on Hi R. 6886 
and H. R. 8543, respectively: These similar bills: would: amend the 
Communications Act of 1934 to authorize granting of certaim licenses 
in connection with the operation of aircraft radios by noncitizens. 

The Secretary of Commerce and the Chairman of the Crvil}Aero- 
nauties Board, in reports they are making to your: Committee on 
these’ bill, would support enactment. of either of them but svould 
favor’ H. R. 8543 because of its more complete coverage. 
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This office concurs with the views contained in these reports and 
favors enactment of H. R. 8543. 
Sincerely yours, 
Purp 8S. Hueues, 
Acting Assistant Director for Legislative Reference. 


CHANGES IN ExistTinc LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Sections 303 (1) anp 310 (a) oF THE ComMuNIcATIONS AcT oF 1934 
GENERAL POWERS OF THE COMMISSION 


Sec. 303. Except as otherwise provided in this Act, the Commission 
from time to time, as public convenience, interest, or necessity 
requires, shall 


a re 


* * * * * * * 

(1) Have authority to prescribe the qualifications of station 
operators, to classify them according to the duties to be per- 
formed, to fix the forms of such licenses, and to issue them to such 
citizens of the United States as the Commission finds qualified, 
erce pt that an ISSUING license s for the Ope ration of radio stations on 
aireraft the Commission may, if it finds the public interest will be 
served thereby, waive the requirement of citizenship in the case of 
Persons holding United States pilot Cé rtificate s issued by the Civil 
Aeronauties Commission. or in the CONE of pe PrSOTLS holding fore ign 
aircraft pilot certificates which are valid in the United States on the 
basis of rec: procal agreements enter d into with fore ign governme nts: 


* * * * 


LIMITATION ON HOLDING AND TRANSFER OF LICENSES 


Sec. 310. (a) The station license required hereby shall not be 

granted to or held by 
(1) Any alien or the representative of any alien; 
(2) Any foreign government or the representative thereof; 

(3) Any corporation organized under the laws of any foreign 
government 5 

(4) Any corporation of which any officer or director is an alien 
or of which more than one-fifth of the capital stock is owned of 
record or voted by aliens or their representatives or by a foreign 
government or representative thereof, or by any corporation 
organized under the laws of a foreign country; 

(5) Any corporation directly or indirectly controlled by any 
other corporation of which any officer or more than one-fourth of 
the directors are aliens, or of which more than one-fourth of the 
capital stock is owned of record or voted, after June 1, 1935, by 
aliens, their representatives, or by a foreign government or repre- 
sentative thereof, or by any corporation organized under the laws 
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of a foreign country, if the Commission finds that the public 
interest will be served by the refusal or the revocation of such 
license. 

Nothing in this subsection shall prevent the licensing of radio 
apparatus on board any vessel, aircraft, or other mobile station of 
the United States when the installation and use of such apparatus 
is required by Act of Congress or any treaty to which the United 
States is a party. 

Notwithsianding paragraph (1) of this subsection, a license for the 
operation of a radio station on an aircraft may be granted to and held 
by a@ person who is an alien or a re presentative of an alien if such person 
holds a United States pilot certificate issued by the Civil Aeronautics 
Commission or a foreign aircraft pilot certificate which is valid in the 
United States on the basis of reciprocal agreements entered into with 
foreign governments. O 








85TH CONGRESS HOUSE OF REPRESENTATIVES REPoRT 
9d Session No. 1886 
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AMENDING THE ACT OF SEPTEMBER 7, 1950 (RELATING TO THE 
CONSTRUCTION OF A PUBLIC AIRPORT IN OR NEAR THE 
DISTRICT OF COLUMBIA), TO REMOVE THE LIMITATION ON THE 
AMOUNT AUTHORIZED TO BE APPROPRIATED FOR CONSTRUC- 
TION 


JUNE 16, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Harris, from the Committee on Interstatey ayy clfos¢igg 
Commerce, submitted the following OF MICHIGAN 


REPORT 


[To accompany H. R. 12311] 


MAIN 
READING ROOM 


The Committee on Interstate and Foreign Commerce to whom was 
referred the bill (H. R. 12311) to amend the act of September 7, 
1950 (relating to the construction of a public airport in or near the 
District of Columbia), to remove the limitation on the amount 
authorized to be appropriated for construction, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF LEGISLATION 


The purpose of this legislation is to clarify language in Public Law 
762, 8ist Congress, which authorized an additional public airport for 
the District of Columbia and vicinity. H. R. 12311 would remove 
a possible limitation on the amount authorized to be appropriated 
for such airport. 

This limitation is found in section 12 of the act, which reads as 
follows: 


There is hereby authorized to be appropriated the sum of 
$14,000,000 for the purpose of carrying out the provisions of 
this Act, said appropriation to remain available until 
expended. There are hereby authorized to be appropriated 
from year to year such sums as may be necessary for the 
proper development, improvement, maintenance, protection, 
control, and operation of said airport or as may be otherwise 
necessary to carry out the purpose of this Act. 
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AMEND THE ACT OF SEPTEMBER 7, 1950 


Following enactment of Public Law 762, a site at Burke, in Fairfax 
County, Va., was selected by the Department of Commerce, 
$1,056,802. 81 was appropriated for the new airport, and $1,006,909 
spent in acquiring land. Opposition to the Burke site, however, 
developed almost immediately. Land acquisition was suspended and 
no construction was undertaken at that location. 


NEED FOR LEGISLATION 


In a request submitted by the Director of the Bureau of the Budget 
July 24, 1957 (H. Doc. 214, 85th Cong.), $35 million was asked for 
the Department of Pasncmae to proceed with development of the 
airport at Burke. 

The budget estimate of $35 million was considered by the Com- 
mittee on Appropr iations in connection with the supplemental appro- 
priation bill, 1958. The question arose whether an appropriation of 
$35 million might not be subject to a point of order as being in excess 
of the $14 million authorized by section 12 of Public Law 762. 

Witnesses for the Department of Commerce took the position that 
the clear intent of Congress in enacting section 12 is apparent only 
when the first and second sentences of that section are read together. 
The Department’s position was that it was the intent of Congress, as 
expressed in the first sentence of section 12, to authorize initial expendi- 
tures of $14 million to provide airport facilities adequate for 1955 
traffic, but that it was clearly understood that further appropriations 
would be necessary for the proper development and improvement of 
the airport, and that such appropriations were expressly authorized 
by the second sentence of section 12. 

In reporting the supplemental appropriation bill, 1958, the Com- 
mittee on Appropriations included an item of $12,500, 000 for con- 
struction and development of the new airport in the vicinity of the 
District of Columbia. 

As finally enacted, the Supplemental Appropriation Act 1958, 
appropriated $12,500,000 for the new airport, with a proviso that none 
of the funds could be expended for construction or development until 
the President had made a recommendation as to the site of the new 
airport, such report to be made to Congress no later than January 15, 
1958. (Public Law 85-170.) 

The President directed E. R. Quesada, special assistant to the 
President for aviation matters, to investigate and make a recom- 
mendation regarding the site. As a result of that study, the President 
recommended what is known as the C hantilly site, located party in 
Loudoun County and partly in Fairfax County, Va, as the most suit- 
able location for the new airport. 

The Civil Aeronautics Administration is proceeding as rapidly as 
possible with land acquisition and planning for construction at the 
Chantilly site. The project now has reached the stage where an addi- 
tional appropriation will be needed shortly if construction is to 
proceed on schedue. 

Therefore, in order to clarify the law and insure that the construc- 
tion of the airport will be able to proceed without delay, the committee 
recommends that section 12 of Public Law 762 of the 81st Congress 
be amended to eliminate the possible $14 million limitation on appro- 
priations. 





POSITED BY THE 
re) STATES OF AMERIGA 
AMEND THE ACT OF SEPTEMBER 7, 1950 


AGENCY RECOMMENDATIONS 


The Department of Commerce, while taking the position that the 
$14 million does not apply to the authorization for total appropriations, 
strongly recommends enactment of the bill. 

The Bureau of the Budget favors enactment of the legislation. 


AGENCY REPORTS 


Reports from the Department of Commerce and the Bureau of the 
Budget were considered by the committee. The reports follow: 


THe SECRETARY OF COMMERCE, 
Washington, D. C., June 3, 1958. 
Hon. OreEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuairMan: This is in reply to your request of May 7, 
1958, for the views of the Department of Commerce with respect to 
H. R. 12311, a bill to amend the act of September 7, 1950 (relating to 
the construction of a public airport in or near the District of Colum- 
bia), to remove the limitation on the amount authorized to be appro- 
priated for construction. 

The purpose of the proposal is to amend section 12 of the act of 
September 7, 1950 (64 Stat. 770, ch. 905) to remove any possible 
doubt that the $14 million figure, contained in the first sentence of 
such section, constitutes a limitation on the amounts that maybe 
appropriated for construction of a supplemental airport for the metro- 
politan area of the District of Columbia. 

The Department of Commerce strongly supports the enactment of 
subject proposal. 

The question of whether the figure $14 million, appearing in the 
first sentence of section 12 of the act, constitutes a limitation has been 
a controversial subject raised in several hearings in the Congress dur- 
ing the past few years. This Department in these hearings before 
both Senate and House Committees has made it clear that, in our 
judgment, the figure of $14 million is not in fact a limitation and that 
a request for an appropriation in excess of such figure is not, as a 
matter of law, subject to a point of order. Our position on that point 
has been set forth at length in these hearings, specifically in those per- 
taining to the supplemental appropriation bill 1958 (H. Doe. 214, p. 
633) and need not be repeated here. 

The Comptroller General, by letter dated February 23, 1949, to the 
Senate Committee on Interstate and Foreign Commerce, on S. 456, 
concurred with the position of this Department on this point. 

While, as indicated above, this Department and the Comptroller 
General do not believe that the existing language of section 12 of the 
act in question constitutes a limitation on the sums to be : appropriated 
for the initial construction of the airport, nevertheless, in view of the 
past controversy and the apprehension that has been voiced, we believe 
it desirable that all coubts on this point be removed, and this proposal 
would, in our opinion, accomplish this purpose. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your Committee. 

Since rely yours, 
(Signed) SrtncLatr WEEKs, 
Secretary of Commerce. 





AMEND THE ACT OF SEPTEMBER 7, 1950 


Executive Orrick OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., May 29, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Represe ntatives, 1334 New House Office Buili ling, 
Vv ‘ashington, dD. C. 

My Dear Mr. CuHarrMan: This is in reply to your request of 
May 7, 1958, for the views of this office on H. R. 12311, a bill to 
amend the act of September 7, 1950 (relating to the construction of a 
public airport in or near the District of Columbia), to remove the 
limitation on the amount authorized to be appropriated for con- 
struction 

This office favors the enactment of H. R. 12311 for the reasons set 
forth in the report which the Secretary of Commerce is making to 
your committee on this bill. 

Sincerely yours, 
(Signed) Puiture S. Huaues, 
Assistant Director for Le qislative Refe rence. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIIT of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows | (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic): 


SecTION 12 OF THE AcT OF SEPTEMBER 7, 1950 (64 Svat. 773) 


[Sec. 12. There is hereby authorized to be appropriated the sum 
of $14,000,000 for the purpose of carrying out the provisions of this 
Act, said appropriation to remain available until expended. There 
are hereby authorized to be appropriated from vear to vear such sums 
is may be necessary for the proper deve lopment, improvement, main- 
tenenance, protection, control, and operation of said airport or as 
may be otherwise necessary to carry out the purpose of this Act.J 

Sec. 12. There is hereby authorized to be appropriated such sum as 
may be necessary for the construction of the airport authorized by this 
Act, and such sum shall remain available until expended. There are 
hereby authorized to be appropriated such other sums as may be necessary 
to carry out the purposes of this Act. 
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UNEMPLOYMENT INSURANCE FOR EX-SERVICEMEN 


JuNE 17, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Mitts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H. R. 11630] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 11630) to amend title XV of the Social Security Act to extend 
the unemployment insurance system to ex-servicemen, and for other 
purposes, having considered the same, report favorably thereon with- 


out amendment and recommend that the bill do pass. 


I. PURPOSE 


The purpose of H. R. 11630 is to amend title XV of the Social 
Security Act so as to provide a permanent unemployment compensa- 
tion program for ex-servicemen similar to the program which now 
exists under title XV for civilian employees of the Federal Govern- 
ment. At present, military service is excluded from the definition of 
Federal service in title XV. Your committee’s bill provides that 
service in the Armed Forces is to be treated as Federal service under 
stated conditions for the purpose of unemployment benefits under 
title XV. As is done with respect to civilian employees of the Federal 
Government, benefits will be paid in accordance with State unemploy- 
ment insurance law provisions, and will be financed by Federal 
appropriations. 


II. NEED FOR THIS LEGISLATION 


Title IV of the Veterans’ Readjustment Assistance Act of 1952 
provided a special and temporary program of unemployment com- 
pensation for Korean veterans. Those benefits, however, are avail- 
able only to individuals who entered military service before February 
1, 1955. Benefits cease for everyone under this program at the end 
of January 1960. 

*% 20006 
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Your committee has been advised that in fiscal years 1958 and 
1959, a total of 850,000 individuals who entered the service on and 
after February 1, 1955, will be separated from military service and 
that during the next 3 years an average of approximately 600,000 
such individuals will be separated yearly. These ex-servicemen are 
not covered by present unemployment insurance legislation. The 
cash wages of $19 to $25 a week, received by servicemen in the lowest 
3 grades—44 percent of those separated in 1958—and the cash wages 
of most other enlisted men to not provide sufficient income to accumu- 
late savings to carry them over periods of unemployment following 
separation. 

Unemployment insurance is generally recognized as one of the im- 

rtant. bulwarks of the economy, since it provides purchasing power 
or the individual during periods of unemployment. Your committee 
was informed by the Department of Labor that about 81 percent of 
the wage and salaried jobs in the country are currently covered by 
Federal or State unemployment insurance laws. In 1954, title XV 
was added to the Social Security Act providing a permanent unem- 
ployment compensation program for 2.4 million Federal civilian 
workers. Under this title, benefits are paid these workers as if their 
Federal employment had been subject to a State employment security 
law. However, unlike Federal civilian workers and most workers in 
private industry, individuals who have entered the Armed Forces 
since January 31, 1955, have no unemployment compensation to tide 
them over periods of unemployment following their separation from 
military service. Your committee believes it appropriate to provide 
this group of Federal employees with unemployment compensation 
protection in the same manner as is provided for all other Federal 
employees. 

Under your committee’s bill, wages earned in the Armed Forces are 
to be treated as though they had been earned in employment subject 
to State unemployment insurance laws as is now done with wages 
earned by Federal civilian employees. Such a provision does not 
constitute a special reward for military service, but merely accords 
the individual a protection he most likely would have had if he had 
not entered military service. Since most civilian jobs are covered by 
unemployment insurance, individuals who leave such jobs to go into 
the Armed Forces normally lose any rights to unemployment insurance 
which they had acquired in civilian employment. As long as their 
military employment is excluded from unemployment insurance, 
they do not acquire any new rights. Employment in the Armed 
Forces thus puts the exservicemen at a disadvantage in acquiring 
unemployment insurance protection, compared with individuals who 
remain in civilian employment. Moreover, under compulsory mili- 
tary service servicemen have no choice but to serve in the armed 
services. When periods of military service end, exservicemen fre- 
quently have periods of unemployment while adjusting to civilian 
life and civilian jobs. This adjustment will be eased by providing 
unemployment insurance comparable to the benefits available to 
other unemployed workers covered by State and Federal unemploy- 
ment insurance laws. 

The disadvantage that ex-servicemen experience by having military 
employment excluded from the scope of the unemployment compensa- 
tion program does not end when they get their first postservice civilian 
jobs, The period of time which must elapse between the first covered 
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employment and the date on which they can first qualify for unem- 
ployment benefits varies from State to State. Generally, individuals 
cannot qualify for benefits until 7 to 9 months after their first work 
covered by unemployment insurance. An even longer period is ordi- 
narily needed to acquire rights to full benefits. As a result, ex-service- 
men are disadvantaged under unemployment insurance laws until 
they have been in civilian employment for a year or more. During 
their first year of civilian life, ex-servicemen are particularly suscep- 
tible to unemployment because of lack of seniority. 

Many ex-servicemen will have had little or no preservice employ- 
ment experience. Ata time when skilled workers with extensive and 
recent employment are experiencing periods of unemployment, it is 
difficult for anyone entering the labor market to obtain work, espe- 
cially those without civilian experience. Unemployment compensa- 
tion based on their service in the Armed Forces will provide ex-service- 
men with some income during their readjustment period. 

This bill represents the recommendations of the administration for 
a permanent program of unemployment compensation for ex-service- 
men along the lines of the protection now provided for Federal civilian 
employees. Your committee is advised that such a program has the 
endorsement of a number of Government and private groups with 
an interest in this field—the President’s Commission on Veterans’ 
Pensions, the Federal Advisory Council on Employment Security, 
the Interstate Conference of Employment Security Agencies, and the 
major veterans’ organizations. 

Your committee believes that protection under title XV is the most 
satisfactory way of meeting the postservice unemployment compen- 
sation needs of ex-servicemen. As mentioned above, these benefits 
are not intended to constitute a special reward for peacetime military 
service. No individual is guaranteed that, as a result of his service, 
he will receive unemployment benefits. Rather, he is assured that 
his military service pay will be treated as though it had been covered 
under the law of the State in which he claims benefits for unemploy- 
ment. ‘To draw benefits, the ex-serviceman must meet the qualifying 
wage and employment requirements of that State law, on the basis 
either of his employment in the Armed Forces alone, or of that employ- 
ment combined with any covered civilian employment during the 
applicable base period. Such a provision provides automatically for 
an easy transition to the civilian unemployment insurance program. 
It thus facilitates the individual’s total adjustment to civilian life. 

The unemployment compensation provided by this bill assures the 
ex-servicemen of protection comparable to that available to civilian 
workers in his area. His benefits will vary, depending on the State 
in which he files his claim. Similar State-to-State variations now 
exist for Federal civilian workers, and employees of large private 
enterprises which operate in more than one State. 

By providing that military service wages shall be treated as are 
civilian wages for the purposes of unemployment compensation, your 
committee is following the precedent established in another area of 
social insurance when military service was made “employment” for 
purposes of old-age, survivors, and disability insurance. 

Your committee believes that unemployment benefits based on 
military wages under the provisions of State laws is an improvement, 
particularly for a permanent program, over the flat benefit rate used 
in the temporary program for Korean veterans provided by title IV 
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of the Veterans’ Readjustment Assistance Act of 1952. Selection of 
the proper flat weekly benefit amount is very difficult in view of the 
wide variations and frequent changes in State benefit formulas. For 
example, the $26 provided by the Korean veterans’ program compared 
favorably with State maximums when it was adopted in 1952, but now 
is far below the average rate. Furthermore, since unemployment 
insurance is @ wage loss program, it is appropriate and equitable to 
base the benefits of an ex-serviceman on his pay, as is done for all other 
covered workers including Federal civilian employees. 


Ill. ESTIMATED COST OF THE BILL 


The annual cost of the program provided by this bill will depend 
upon the level of unemployment each year as well as upon the number 
of persons separated from military service annually, 

The Department of Labor estimates the cost of compensation paid 
under the provisions of this bill in fiscal year 1959 will be $73.2 million 
more than it is estimated will be paid under title IV of the Veterans’ 
Readjustment Assistance Act of 1952. The cost in fiscal year 1959 
is predicated upon Department of Defense estimates of the release of 
710,000 servicemen in 1959. It is estimated that in fiscal year 1959 
the average ex-serviceman who files a claim will continue his claim 
for a duration of 15.4 weeks. The average weekly benefit is estimated 
to be $30. 

In 1960, the cost of this bill is estimated by the Department of Labor 
to be $69.2 million in excess of costs under title IV of the Veterans’ 
Readjustment Assistance Act of 1952. It is estimated that 640,000 
servicemen will be released in 1960. The average claimant is expected 
to claim 11 weeks of benefits at an average wee kly rate of $31. 

In fiscal years 1961 and 1962, the cost of this bill will be $65.6 million 
and $67.4 million, respectively. In each of these years approximately 
640,000 servicemen will be separated from the Armed Forces. 

It is the sense of your committee that the cost of the benefits paid 
under this bill, although they will be appropriated to the Department 
of Labor, should be classified in the President’s budget as a military 
expense. 


IV. GENERAL EXPLANATION OF THE BILL 


Your committee’s bill provides protection under title XV of the 
Social Security Act for servicemen whose latest separation from active 
duty occurs more than 60 days after enactment of the bill, and for 
those with earlier separations who entered the Armed Forces ‘after 
January 31, 1955. Individuals who entered service after January 
31, 1955, have no rights to benefits under the temporary: program of 
unemployment benefits for Korean veterans. The service covered 
by the bill must have lasted for at least 90 consecutive days, unless 
ended earlier by reason of an actual service-incurred injury or dis- 
ability. Also, the individual must have been discharged or released 
under conditions other than dishonorable and must not have been 
given a bad conduct discharge. The bill makes it clear that active 
service includes active duty for training purposes. 

Title XV of the Social Security Act establishes unemployment com- 
pensation for Federal civilian employees. The program for ex- 
servicemen will thus be administered in substantially the same manner 
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as the unemployment compensation system for Federal civilian 
employees. The latter program is administered by States under 
agreements with the Federal Government. A claim by an ex-service- 
man will be processed under the law of the State in which he first files 
his claim after his most recent release from active service. The 
amount of wages upon which an ex-serviceman’s benefits will be com- 
puted will be determined, on the basis of his rank at separation, from 
the applicable schedule issued by the Secretary of Labor specifying 
the remuneration for each pay grade. The schedule of gross wages 
for military service is to be prescribed by the Secretary of Labor, after 
consultation with the Secretary of Defense. Such schedule of re- 
muneration will reflect representative amounts for appropriate ele- 
ments of military pay whether in cash or in kind. For example under 
a tentative schedule of such wages under consideration by the Depart- 
ments concerned, a private first class (pay grade E-3) would receive 
the maximum weekly benefit amount in 20 States with maximums 
ranging from $25 to $35. In the other 31 States, his weekly benefit 
amount would range from $27 to $37, and would be within $3 of the 
maximum in 12 States. An ex-serviceman separated at grade E-5, 
an Army sergeant for example, would receive the maximum weekly 
benefit amount in all but 6 States. Anyone at grade E-3, or above, 
who had a full year of military service in his base period or an equiv- 
alent combination of military service and civilian covered employment 
would be entitled to maximum duration of benefits in all States. 

The bill prevents duplication of benefits by prohibiting payments 
for the period covered by mustering-out pay and by an education, 
training or subsistence allowance. ‘Terminal leave payments will be 
treated the same as for Federal civilian employees; that is, benefits 
will not be paid with respect to a period for which terminal leave is 
raid. 
', Ex-servicemen whose periods of service include service covered by 
title IV of the Veterans’ Readjustment Assistance Act of 1952 (pe- 
riods of service entered into prior to February 1, 1955) but whose dis- 
charge is subsequent to the effective date of this bill would be eligible 
for unemployment compensation under the provisions of this bill, 
instead of under title IV. The bill provides, however, that if the 
service covered by the bill is not sufficient to bring an individual under 
a State unemployment compensation law or increase his benefits under 
such law, his entitlement to compensation under title IV will not be 
affected. 

The benefits under this bill will be paid under the benefit provisions 
of the various State laws. 

This bill provides that it will become effective with respect to weeks 
of unemployment ending after 60 days after enactment. 

Your committee is unanimous in recommending enactment of this 


legislation. 
V. SECTION-BY-SECTION ANALYSIS 


The first section of the bill provides a short title ‘““Ex-Servicemen’s 
Unemployment Compensation Act of 1958.” 


SECTION 2 


Section 2 amends section 1501 (a) of title XV of the Social Security 
Act by providing that the exceptions to Federal service under section 








6 UNEMPLOYMENT INSURANCE FOR EX-SERVICEMEN 


1501 (a) do not apply to service covered by section 1511, added by 
section 3 of the bill. 
SECTION 3 


Section 3 adds to the end of title XV a new section, 1511, prescribing 
the terms and conditions for the payment of unemployment compensa- 
tion to ex-servicemen. 

Section 1511 (a) provides that the program becomes effective with 
respect to individuals with ‘Federal service’’ as defined in subsection 
(b) for weeks of unemployment ending after the 60th day after the 
date of the enactment of the bill. It provides further that the pro- 
visions of title XV, except where inconsistent with the provisions of 
” new section 1511, shall apply to the program established by this 

ill. 

Section 1511 (b) defined ‘Federal service’ for purposes of deter- 
mining whether an individual’s service is covered by the bill. An 
individual has ‘‘Federal service’ if he has had active service (including 
active duty for training purposes) in the Army, Navy, Air Force, 
Marine Corps, or Coast Guard of the United States, and such service 
was continuous for 90 days or more, or was terminated earlier by 
reason of an actual service-incurred injury or disability. Such service 
is ‘‘Federal service,’ however, only if the individual was discharged or 
released under conditions other than dishonorable and if he was not 
given a bad conduct discharge or, if an officer, he did not resign for 
the good of the service. Resignations for the good of the service are 
comparable to bad conduct discharges which are applicable only to 
enlisted men and warrant officers. 

In addition, service in the Armed Forces is not ‘Federal service” 
unless a period of such service began after January 31, 1955 or termi- 
nated later than the 60th day after the date of the enactment of the 
bill. Under this provision, individuals who have a period of ‘‘Federal 
service’ which terminates after such 60th day will be covered by the 
bill regardless of the date on which they entered service. Individuals 
whose active service began after January 31, 1955, are covered by 
this bill even though their service terminated on or before 60 days after 
its enactment. Such individual’s entitlement to benefits by reason 
of this bill will depend on whether the period of active service in the 
Armed Forces is in the base period of the State in which his claim is 
filed. 

Section 1511 (c) defines ‘Federal wages” for an ex-serviceman as 
remuneration for the periods of service covered by section 1511 (b). 
These wages are computed on the basis of the ex-serviceman’s grade 
at the time of separation or release from his latest period of such 
service. Schedules specifying the remuneration for each pay grade 
of serviceman will be issued from time to time by the Secretary of 
Labor, after consultation with the Secretary of Defense. 

The remuneration will include cash wages and a cash value for 
appropriate elements of remuneration paid in a medium other than 
cash. When an individual files his first claim for compensation for a 
benefit year, the schedule of remuneration effective at the time of 
filing will be used to compute his “Federal wages.” 

Section 1511 (d) (1) requires any Federal department or agency 
designated by the Secretary to make available to the appropriate State 
agency or to the Secretary such information (including findings) as 
the Secretary may find practicable and necessary for determining 
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whether an individual is entitled to benefits under the bill. Generally, 
the information (including findings) necessary for such determination 
will be obtained from the individual’s separation document issued by 
the Armed Forces. When necessary to obtain additional information 
or findings, it is contemplated that normally such information will be 
obtained “through the Veterans’ Administration. Section 1511 (d) (1) 
authorizes the ‘Secretary to prescribe by regulation the manner and 
— — findings of the appropriate Federal agency will be made 
available. 

Section 1511 (d) (2) provides, that, subject to correction of errors 
and omissions as prescribed by the Secretary of Labor by regulation 
any finding by a Federal ae ee or agency shall be final and 
conclusive for the purposes of appeals on review under sections 
1502 (c) and 1503 (ce) of title XV. The findings made final and 
conclusive are those with respect to whether an individual has per- 
formed Federal service as defined in section 1511 (b), his periods of 
such Federal service, and his pay grade at the time of separation or 
release from the latest period of such service. Also made final and 
conclusive are the schedules of remuneration issued by the Secretary 
under section 1511 (c). 

Section 1511 (e) assigns all Federal service and wages covered by 
section 1511, not previously assigned, to the State, or Puerto Rico or 
the Virgin Islands, as the case may be, in which the claimant first 
files his claims for unemployment compensation after his most recent 
discharge or release from such Federal service. 

This method of assignment differs from that used for Federal civilian 
employees, whose service and wages are assigned to the State of their 
last official station. For Federal civilians, the place of last official 
station is generally the State in which he lives and works. For the 
ex-serviceman, on the other hand, his last duty station has no relation 
to his normal civilian residence. In the great majority of cases, the 
assignment of an ex-serviceman’s Federal service and wages to the 
State in which he files will result in their assignment to the State in 
which he lives and in which he is most likely to earn wages in civilian 
employment. In this way, the number of interstate claims will be 
kept to a minimum. An assignment made in accordance with this 
section constitutes an assignment under section 1504 for all the pur- 
poses of title XV. 

Section 1511 (f) specifies that terminal leave payments under section 
4 (c) of the Armed Forces Leave Act of 1946 to individuals who have 
terminated their Federal service as defined under section 1511 (b) 
shall be treated as accumulated annual leave of Federal civilian 
employees is treated under section 1505 of title XV. Thus benefits 
under this bill will not be paid for periods with respect to which 
terminal leave is paid. 

Section 1511 (g) specifies that an individual who is eligible to receive 
& mustering out payment under title V of the Veterans’ Readjustment 
Assistance Act of 1952 shall not be eligible to receive compensation 
under this bill with respect to weeks of unemployment completed 
within 30 days after his discharge if he receives mustering out pay of 
$100; within 60 days after his discharge if he recieves $200; and within 
90 days after his discharge if he receives $300. 

Section 1511 (h) provides that no compensation under this bill is 
to be paid to an individual for any period for which he receives an 
education or training allowance under subsection (a), (b), (c) or (d) 
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of section 232 of the Veterans’ Readjustment Act of 1952, a subsistence 
allowance under part VII or part VIII of Veterans’ Regulation No. 
1 (a) as amended, or an educational assistance allowance under the 
War Orphans’ Educational Assistance Act of 1956. 

Section 1511 (i) provides that any individual whose Federal service 
as defined in this bill makes him eligible for unemployment compensa- 
tion under this bill, or increases the weekly benefit amount computed 
according to State law (which includes the unemployment compensa- 
tion for Federal civilian employee program) is not thereafter entitled 
to unemployment compensation under title IV of the Veterans’ Read- 
justment Assistance Act of 1952. In those few cases in which an 
individual with rights under title IV is separated from active service 
more than 60 days after enactment of this bill, but does not qualify 
for benefits under this bill, this title IV rights will not be terminated. 


SECTION 4 


Section 4 amends section 1507 (a) of the Social Security Act by 
specifying that it is not to apply with respect to Federal services and 
Federal wages covered by section 1511. 

Section 1507 (a) relates to the securing of information and the final- 
ity of findings for Federal civilian employees. Substitute provisions 
relating to the program provided by this bill are contained in section 


1511 (d). 
VI. CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman): 


Title XV of the Social Security Act 


TITLE XV—UNEMPLOYMENT COMPENSATION FOR 
FEDERAL EMPLOYEES 


DEFINITIONS 


Section 1501. When used in this title— 
(a) The term “Federal service’ means any service performed after 
1952 in the employ of the United States or any instrvmentality thereof 
which is wholly owned by the United States, except that the term 
[shall] does not include service (other than service to which section 1511 
applies) performed— 
(1) by an elective officer in the executive or legislative branch 
of the Government of the United States; 
(2) as a member of the Armed Forces of the United States; 
(3) by foreign service personnel for whom special separation 
allowances are provided by the Foreign Service Act of 1946 (60 
Stat. 999): 
(4) prior to January 1, 1955, for the Bonneville Power Admin- 
istrator if such service constitutes employment under section 
1607 (m) of the Internal Revenue Code of 1939: 
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(5) outside the United States by an individual who is not a 
citizen of the United States; 

(6) by any individual as an employee who is excluded by 
Executive order from the operation of the Civil Service Retire- 
ment Act of 1930 because he is paid on a contract or fee basis; 

(7) by any individual as an employee receiving nominal com- 
pensation of $12 or less per annum; 

(8) in a hospital, home, or other institution of the United 
States by a patient or inmate thereof; 

(9) by any individual as an employee included under section 2 
of the Act of August 4, 1947 (relating to certain interns, student 
nurses, and other student employees of hospitals of the Federal 
Government; 5 U. S. C., see. 1052); 

(10) by any individual as an employee serving on a temporary 
basis in case of fire, storm, earthquake, flood, or other similar 
emergency; 

(11) by any individual as an employee who is employed under 
a Federal relief program to relieve him from unemployment; 

(12) as a member of a State, county, or community committee 
under the Production and Market Administration or of any 
other board, council, committee, or other similar body, unless 
such board, council, committee, or other body is composed ex- 
clusively of individuals otherwise in the full-time employ of the 
United States; or 

(13) by an officer or a member of the crew on or in connection 
with an American vessel (A) owned by or bareboat charted to 
the United States and (B) whose business is conducted by a 
general agent of the Secretary of Commerce, if contributions on 
account of such service are required to be made to an unemploy- 
ment fund under a State unemployment compensation law pur- 
suant to section 1606 (g) of the Internal Revenue Code of 1939 
or section 3305 (g) of the Internal Revenue Code of 1954. 

For the purpose of paragraph (5) of this subsection, the term ‘United 
States’? when used in a geographical sense means the States, Alaska, 
Hawaii, the District of Columbia, Puerto Rico, and the Virgin Islands. 

(b) The term ‘Federal wages” means all remuneration for Federal 
service, including cash allowances and remuneration in any medium 
other than cash. 

(c) The term “Federal employee’’ means an individual who has per- 
formed Federal service. 

(d) The term “compensation” means cash benefits payable to indi- 
viduals with respect to their unemployment (including any portion 
thereof payable with respect to dependents). 

(e) The term “benefit year” means the benefit year as defined in 
the applicable State unemployment compensation law; except that, if 
such State law does not define a benefit year, then such term means the 
period prescribed in the agreement under this title with such State 
or, in the absence of an agreement, the period prescribed by the 
Secretary. 


(f) The term “Secretary” means the Secretary of Labor. 
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COMPENSATION FOR FEDERAL EMPLOYEES UNDER STATE AGREEMENTS 


Sec. 1502. (a) The Secretary is authorized on behalf of the United 
States to enter into an agreement with any State, or with the agency 
administering the unemployment compensation law of such State 
under which such State agency (1) will make, as agent of the United 
States, payments of compensation, on the basis provided in subsection 
(b) of this section, to Federal employees, and (2) will otherwise coop- 
erate with the Secretary and with other State agencies in making pay- 
ments of compensation under this title. 

(b) Any such agreement shall provide that compensation will be 
paid by the State to any Federal employee, with respect to unemploy- 
ment after December 31, 1954, in the same amount, on the same terms, 
and subiect to the same conditions as the compensation which would 
be payable to such employee under the unemployment compensation 
law of the State if the Federal service and Federal wages of such 
employee assigned to such State under section 1504 has been included 
as employment and wages under such law. 

(c) Any determination by a State agency with respect to entitle- 
ment to compensation pursuant to an agreement under this section 
shall be subject to review in the same manner and to the same extent 
as determinations under the State unemployment compensation law, 
and only in such manner and to such extent. 

(d) Each agreement shall provide the terms and conditions upon 
which the agreement may be amended or terminated. 


COMPENSATION FOR FEDERAL EMPLOYEES IN ABSENCE OF STATB 
AGREEMENT 


Sec. 1503. (a) In the case of a Federal employee whose Federal 
service and Federal wages are assigned under section 1504 to a State 
which does not have an agreement under this title with the Secretary, 
the Secretary, in accordance with regulations prescribed by him, 
shall, upon the filing by such employee of a claim for compensation 
under this subsection, make payments of compensation to him with 
respect to unemployment after December 31, 1954, in the same 
amounts, on the same terms, and subject to the same conditions as 
would be paid to him under the unemployment compensation law of 
such State if such employee’s Federal service and Federal wages had 
been included as employment and wages under such law, except that 
if such employee, without regard to his Federal service and Federal 
wages, has employment or wages sufficient to qualify for any compen- 
sation during the benefit year under the law of such State, then pay- 
ments of compensation under this subsection shall be made only on 
the basis of his Federal service and Federal wages. 

(b) In the case of a Federal employee whose Federal service and 
Federal wages are assigned under section 1504 to Puerto Rico or the 
Virgin Islands, the Secretary, in accordance with regulations pre- 
scribed by him, shall, upon the filing by such employee of a claim for 
compensation under this subsection, make payments of compensation 
to him with respect to unemployment after December 31, 1954, in the 
same amounts, on the same terms, and subject to the same condi- 
tions as would be paid to him under the unemployment compensation 
law of the District of Columbia if such employee’s Federal service and 
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Federal wages had been included as employment and wages under 
such law, except that if such employee, without regard to his Federal 
service and Federal w ages, bas employment or wages sufficient to 
eer for any compensation during the benefit year under such law, 
then payments of compensation under this subsection shall be made 
only on the basis of his Federal service and Federal wages. 

(c) Any Federal employee whose claim for compensation under 
subsection (a) or (b) of this section has been denied shall be entitled 
to a fair hearing in accordance with regulations prescribed by the 
Secretary. Any final determination by the Secretary with respect to 
entitlement to compensation under this section shall be subject to 
review by the courts in the same manner and to the same extent as 
is provided in section 205 (g) with respect to final decisions of the 
Secretary of Health, Education, and Welfare under title II. 

(d) The Secretary may utilize for the purposes of this section the 
ersonnel and facilities of the agencies in Puerto Rico and the Virgin 
slands cooperating with the United States Employment Service 

under the Act of June 6, 1933 (48 Stat. 113), as amended, and may 
delegate to oilicials of such agencies any authority granted to him 
by this section whenever the Secretary,determines such delegation to 
be necessary in carrying out the purposes of this title. For “the pur- 
pose of payments made to such agencies under such Act, the furnishing 
of such personnel and facilities shall be deemed to be a part of the 
administration of the public employment offices of such agencies. 


STATE TO WHICH FEDERAL SERVICE AND WAGES ARE ASSIGNABLE 


Src. 1594. In accordance with regulations prescribed by the Secre- 
tary, the Federal service and Federal wages of an employee shall be 
assigned to the State in which he had his last official station in Federal 
service prior to the filing of his first claim for compensation for the 
benefit year, except that— 

(1) if, at the time of the filing of such first claim, he resides in 
another State in which he performed, after the termination of 
such Federal service, service covered under the unemployment 
compensation law of such other State, such Federal service and 
Federal wages shall be assigned to such other State; 

(2) if his last official station in Federal service, prior to the 
filing of such first claim, was outside the United States, such 
Federal service and Federal wages shall be assigned to the State 
where he resides at the time he files such first claim; and 

(3) if such first claim is filed while he is residing in Puerto 
Rico or the Virgin Islands, such Federal service and Federal 
wages shall be assigned to Puerto Rico or the Virgin Islands. 


TREATMENT OF ACCRUED ANNUAL LEAVE 


Src. 1505. For the purposes of this title, in the case of a Federal 
employee who is performing Federal service at the time of his separa- 
tion from employment by the United States or any instrumentality 
thereof, (1) the Federal service of such employee shail be considered as 
continuing during the period, subsequent to such separation, with 
respect to which he is considered as having received payment of 
accumulated and current annual or vacation leave pursuant to any 
Federal law, and (2) subject to regulations of the Secretary concern- 
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ing allocation over the period, such payment shall constitute Federal 
wages. 
PAYMENTS TO STATES 


Suc. 1506. (a) Each State shall be entitled to be paid by the United 
States an amount equal to the additional cost to the State of payments 
of compensation made under and in accordance with an agreement 
under this title which would not have been incurred by the State but 
for the agreement. 

(b) In making payments pursuant to subsection (a) of this section, 
there shall be paid to the State, either in advance or by way of reim- 
bursement, as may be dete .rmined by the Secretary, such sum as the 
Secretary estimates the State will be entitled to receive under this 
title for each calendar month, reduced or increased, as the case may be, 
by any sum by which the Secretary finds that his estimates for any 
prior calendar month were greater or less than the amounts which 
should have been paid to the State. Such estimates may be made upon 
the basis of such statistical, sampling, or other method as may be 
agreed upon by the Secretary and the State agency. 

(c) The Secretary shall from time to time certify to the Secretary 

of the Treasury for payment to each State sums payable to such State 
under this section. The Secretary of the Treasury, prior to audit or 
settlement by the General Accounting Office, shall make payment to 
the State in accordance with such certification, from the funds for 
carrying out the purposes of this title. 

(d) All money paid a State under this title shall be used solely for 
the purposes for which it is paid; and any money so paid which is not 
used for such purposes shall be returned, at the time specified in the 
agreement under this title, to the Treasury and credited to current ap- 
plicable appropriations, funds, or accounts from which payments to 
Siates under this title may be made. 

) An agreement under this title may require any officer or em- 
ployee of the State certifying payments or disbursing funds pursuant 
to the agreement, or otherwise participating in its performance, to give 
a surety bond to the United States in such amount as the Secretary 
may deem necessary, and may provide for the payment of the cost of 
such bond from funds for carrying out the purposes of this title. 

(f) No person designated by the Secretary, or designated pursuant 
to an agreement under this title, as a certifying officer, shall, in the 

absence of gross negligence or intent to defraud the United States, be 
liable with respect to the payment of any compensation certified by 
him under this title. 

(g) No disbursing officer shall, in the absence of gross negligence 
or intent to defraud the United States, be liable with respect to any 

ayment by him under this title if it w as based upon a voucher signed 
ry a certifying officer designated as provided in subsection (f) of this 
section. 

(h) For the purpose of payments made to a State under title III, 
administration by the State agency of such State pursuant to an 
agreement under this title shall be deemed to be a part of the admin- 
istration of the State unemployment compensation law. 
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INFORMATION 


Sec. 1507. (a) All Federal departments, agencies, and wholly 
owned instrumentalities of the United States are directed to make 
available to State agencies which have agreements under this title or 
to the Secretary, as the case may be, such information with respect to 
the Federal service and Federal wages of any Federal employee as 
the Secretary may find practicable and necessary for the aaunakee 
tion of such employee’s entitlement to compensation under this title. 
Such information shall include the findings of the employing agency 
with respect to— 

(1) whether the employee has performed Federal service, 

(2) the periods of such service, 

(3) the amount of remuneration for such service, and 

(4) the reasons for termination of such service. 
The employing agency shall make the findings in such form and 
manner as the Secretary shall by regulations prescribe (which regula- 
tions shall include provision for correction by the employing agency 
of errors or omissions). Any such findings which have been made 
in accordance with such regulations shall be final and conclusive 
for the purposes of sections 1502 (c) and 1503 (c). This subsection shall 
not apply with respect to Federal service and Federal wages covered by 
section F611. 

(b) The agency administering the unemployment compensation law 
of any State shall furnish to the Secretary such information as the 
Secretary may find necessary or appropriate in carrying out the pro- 
visions of this title, and such information shall be deemed reports 
required by the Secretary for the purposes of paragraph (6) of 
subsection (a) of section 303. 


PENALTIES 


Sec. 1508. (a) Whoever makes a false statement or representation 
of a material fact knowing it to be false, or knowingly fails to disclose 
a material fact, to obtain or increase for himself or for any other 
individual any payment authorized to be paid under this title or 
under an agreement thereunder shall be fined not more than $1,000 or 
imprisoned for not more than one year, or both. 

(b) (1) If a State agency or the Secretary, as the case may be, 
or a court of competent jurisdiction, finds that any person— 

(A) has made, or has caused to be made by another, a false 
statement or representation of a material fact knowing it to be 
false, or has knowingly failed, or caused another to fail, to dis- 
close a.material fact, and 

(B) as a result of such action has received any amount as 
compensation under this title to which he was not entitled, 

such person shall be liable to repay such amount to the State agency 
or the Secretary, as the case may be. In lieu of requiring the repay- 
ment of any amount under this paragraph, the State agency or the 
Secretary, as the case may be, may recover such amount by deductions 
from any compensation ayable to such person under this title during 
the two-year period follo owing the date of the finding. Any such 
finding by a State agency or the Secretary, as the case may be, may be 
made. only after an opportunity for a fair hearing, subject to such 








14 UNEMPLOYMENT INSURANCE FOR EX-SERVICEMEN 


further review as may be appropriate under sections 1502 (c) and 
1503 (c). 

(2) Any amount repaid to a State agency under paragraph (1) 
shall be deposited into the fund from which payment was made. 
Any amount repaid to the Secretary under paragraph (1) shall be 
returned to the Treasury and credited to the current applicable 
appropriation, fund, or account from which payment was made. 


REGULATIONS 


Src. 1509. The Secretary is hereby authorized to make such rules 
and regulations as may be necessary to carry out the provisions of 
this title. The Secretary shall insofar as practicable consult with 
representatives of the State unemployment compensation agencies 
before prescribing any rules or regulations which may affect the per- 
formance by such agencies of functions pursuant to agreements under 
this title. 

APPROPRIATIONS 


Sec. 1510. (a) There are hereby authorized to be appropriated out 
of any moneys not otherwise appropriated such sums as are necessary 
to carry out the provisions of this title. 

(b) Section 1606 (e) and section 1607 (m) of the Internal Revenue 
Code of 1939 are each hereby amended by inserting after “December 
31, 1945,” the following: “‘and before January 1, 1955,’’. 

(c) Effective with respect to services performed after December 
31, 1954, section 3305 (e) and section 3306 (1) of the Internal Revenue 
Code of 1954 are hereby repealed. 


EX-SERVICEMEN’S UNEMPLOYMENT COMPENSATION PROGRAM 


Sec. 1511. (a) The provisions of this title, except where inconsistent 
with the provisions of this section, apply, with respect to weeks of unem- 
ployment ending after the sixtieth day after the date of the enactment of 
this section, to individuals who have had Federal service as defined in 
subsection (b). 

(6) For the purposes of this section, the term “Federal service’ means 
active service (including active duty for training purposes) in the Army, 
Navy, Air Force, Marine Corps, or Coast Guard of the United States if— 

(1) such service was continuous for ninety days or more, or was 
terminated earlier by reason of an actual service-incurred injury 
or disability; and 

(2) with respect to such service, the individual (A) has been dis- 
charged or released under conditions other than dishonorable, and 
(B) was not given a bad conduct discharge, or, if an officer; did not 
resign for the good of the service. 

No individual shall be treated as having Federal service within the meaning 
of the preceding sentence unless he has a period of such service which 
either begins after January 31, 1955, or terminates after the sixtieth day 
after the date of the enactment of this section. 

(c) For the purposes of this section, the term ‘Federal wages’’ means 
remuneration for the periods of service covered by subsection (b), com- 
puted on the basis of remuneration for the individual’s pay grade at the 
time of his discharge or release from the latest period of such service as 
specified in the schedule applicable at the time of filing of his first claim 
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for compensation for the benefit year. The Secretary shall issue, from 
time to time, after consultation with the Secretary of Defense, schedules 
specifying the remuneration for each pay grade of servicemen covered by 
this section, which shall reflect representative amounts for appropriate 
elements of such remuneration (whether in cash or in kind). 

(d) (1) Any Federal department or agency shall, when designated by 
the Secretary, make available to the appropriate State agency or to the 
Secretary, as the case may be, such informaticn (including findings in 
the form and manner prescribed by the Secretary by regulation) as the 
Secretary may find practicable and necessary for the determination of an 
individual’s entitlement to compensation by reason of this section. 

(2) Subject to correction of errors and omissions as prescribed by the 
Secretary by regulation, the following shall be final and conclusive for 
the purposes of sections 1502 (ec) and 1508 (e): 

(A) Any finding by a Federal department or agency, made in 
accordance with paragraph (1), with respect to (i) whether an 
individual has met any condition specified in subsection (6), (ii) the 
individual’s periods of Federal service as defined in subsection (b), 
and (iit) the individual’s pay grade at the time of his discharge or 
release from the latest period of such Federal service. 

(B) The schedules of remuneration issued by the Secretary under 
subsection (c). 

(e) Notwithstanding the provisions of section 1504, all Federal service 
and Federal wages covered by this section, not previously assigned, shall 
be assigned to the State, or Puerto Rico or the Virgin Islands, as the 
case may be, in which the claimant first files his claim for unemployment 
compensation after his most recent discharge or release from such Federal 
service. This assignment shall constitute an assignment under section 
1504 for all purposes of this title. 

(f) Payments made under section 4 (c) of the Armed Forces Leave Act 
of 1946 (87 U. S. C. 33 (c)) at the termination of Federal service covered 
by this section shall be treated for determining periods of Federal service as 
payments of annual leave to which section 1505 applies. 

(g) An individual who is eligible to receive a mustering-out payment 
under A: V of the Veterans’ Readjustment Assistance Act of 1952 (38 
U. S. C. 1011 et seq.) shall not be eligible to receive compensation under 
this title with respect to weeks of unemployment completed within thirty 
days after his discharge or release if he receives $100 in such mustering-out 
payments; within sixty days after his discharge or release if he receives 
$200 in such mustering-out payment; or within ninety days after his 
discharge or release if he receives $300 in such mustering-out payment. 

(hk) No payment shall be made by reason of this section to an individual 
for any period with respect to which he receives an education and training 
allowance under subsection (a), (b), (c), or (d) of section 232 of Pa 
Veterans’ Readjustment Assistance Act of 1952 (88 U. S. C. 942), 
subsistence allowance under part VII or part VIII of Veterans Risthiten 
Numbered 1 (a), as amended, or an educational assistance allowance 
under the War Orphans’ Educational Assistance Act of 1956 (88 U.S. C. 
1031 et seq.). 

(1) Any individual— 

(1) who meets the wage and employment requirements for com- 
pensation under the law of the State to which his Federal service and 
Federal wages as defined in this section have been assigned (or, in the 
case of Puerto Rico or the Virgin Islands, the law of the District of 
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Columbia) but would not meet such requirements except by the use of 
such Federal service and Federal wages, or 
(2) whose weekly benefit amount computed according to the law of 

such State (or the law of the District of Columbia, as the case may be) 

is increased by the use of such Federal service and Federal wages, 
shall not thereafter be entitled to unemployment compensation under the 
provisions of title IV of the Veterans’ Readjustment Assistance Act of 1952 
(38 U.S. C. 991 et seq.). 


O 











ACQUISITION OF LANDS FOR RESERVOIR CREATED BY CONSTRUC- 
TION OF OAHE DAM ON THE MISSOURI RIVER AND REHABILITA- 


TION OF STANDING ROCK SIOUX INDIANS, SOUTH DAKOTA AND 
NORTH DAKOTA 


JuNE 17, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Haury, from the Committee on Interior and Insure Rea 
submitted the following OF MICHIGAN 


REPORT 


[To accompany H. R. 12662] cea .ooM 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 12662) to provide for the acquisition of lands 
by the United States required for the reservoir created by the con- 
struction of Oahe Dam on the Missouri River and for rehabilitation 
of the Indians of the Standing Rock Sioux Reservation in South 
Dakota and North Dakota, and for other purposes, having considered 


the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 12662, introduced by Representative Berry, 
is to reimburse the members of the Standing Rock Sioux Reservation 
in South Dakota and North Dakota for the lands acquired by the 
United States and utilized for the reservoir created by the construc- 
tion of the Oahe Dam on the Missouri River, to compensate them for 
treaty and tribal damages, to provide for the improvement of the 
social and economic conditions of the members of the Standing Rock 
Sioux Tribe, and for other purposes. 

H. R. 12662 is an amended version of H. R. 6075 and H. R. 6252, 
introduced by Representative Berry and Krueger, respectively, and 
considered jointly by the Committee on Interior and Insular Affairs. 

This legislation comes to Congress as the result of Public Law 870 
of the 81st Congress, as amended, which directed the Army Engineers 
and the Bureau of Indian Affairs to negotiate a settlement with the 
tribal councils for the taking of tribal and allotted lands on the 
Cheyenne River and Standing Rock Reservations in North and South 

20006—58 1 
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Dakota. The settlement with the Cheyenne River Tribe was com- 
pleted under the act of September 3, 1954, (68 Stat. 1191). This act 
was a guide for H. R. 12662. 

H. R. 12662 will take the entire interest (except oil, gas, and other 
mineral rights) in approximately 55,994 acres of tribal and individual 
restricted land, and such interest, if any, as the Indians may have 
in the bed of the Missouri River. Legislation of this sort is essential 
if Oahe Dam, construction of which is now nearly complete, is to be 
put into operation on schedule. The United States District Court 
for the District of South Dakota has held that the Department of 
the Army is without authority to condemn the Standing Rock tribal 
land in the absence of specific congressional provision therefor (United 
States v. 2,005.32 acres of land, 160 F. Supp. 193 (1958)). (See 
appendix B.) 

As just compensation for the taking of the 55,934 acres of land, the 
United States will pay $1,952,040 out of funds appropriated for 
Oahe Dam. This amount will be credited to the tribe and to the 
accounts of individual Indians in accordance with schedules prepared 
by the Missouri River Basin investigation staff and will draw interest 
at the rate of 4 percent per year. The right is preserved to any 
individual to reject the amount tendered to him under these schedules 
and to have the amount to which be is entitled determined judicially. 

The Government will also pay, by way of intangible and indirect 
damages, $3,937,832 in settlement of all claims, rights, and demands 
of the tribe and individuals arising from the taking. This figure 
includes $132,000 for such interests in the bed of the stream as the 
tribe may have. The committee accepted the full valuation put upon 
these latter interests by spokesmen for the tribe although it is aware 
that the nature, extent and value thereof is in dispute between the 
tribe and the Government. Half of the $3,937,832 will be reserved 
for expenditure for rehabilitation activities and will be consolidated 
with the amount appropriated under section 5 of the bill for this 
purpose, and $726,546 (or so much of this amount as is needed) will 
be reserved for the costs, losses, and like incidents involved in moving 
members of the tribe and their possessions. The $3,937,832 will also 
draw interest. 

H. R. 12662 also authorizes the appropriation of $8.5 million for 
developing individual and family plans, and for relocating, reestab- 
lishing, and providing other assistance to help improve the economic 
and social conditions of recognized members of the tribe regardless of 
residence on the reservation. This sum is arrived at in approximately 
the same manner as was the final settlement with the Cheyenne River 
Tribe in 1954. These appropriations will draw interest at the rate of 
4 percent per year from the time they are made until they are expended. 

In addition, the bill provides for expenditures by the United States 
in amounts indeterminable at this time for the following purposes: 

Relocation and reestablishment of Indian cemeteries, monu- 
ments, and shrines within the taking area. 
2. Replacement or reconstruction of existing essential agency 
facilities (for example, schools, hospitals, service buildings, 
agents’ and employees’ quarters, roads and bridges) which the 


Secretary of the Interior determines will be impaired by Oahe 
project. 


UNG 
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3. Expenses of the tribal council incurred in connection with the 
taking of the land for the Oahe Dam project, but not more than 
$135,000. 

The bill gives members of the tribe the following privileges: 

1. Without charge, to remain on and to use the lands taken 
until required to vacate. 

2. To cut and remove all timber from their lands and to salvage 
the improvements thereon. The bill provides that salvage shall 
not be treated as compensation. 

3. Without cost, to graze stock on the land between the water 
level of the reservoir and the exterior boundary of the taking area. 

4. Without cost, to have access to the shoreline of the reservoir 
to fish and hunt subject to the regulations governing the same use 
by other citizens of the United States. 

The bill contains autbority to purchase land, to sell tribal land, 
and to partition restricted land in fractionated ownership for the 
purposes of (1) providing substitute land for individual Indians whose 
land is within the taking area, (2) consolidating landholdings, and (3) 
eliminating fractionated heirship interests. Purchases may be made 
only with funds made available by imdividual Indians or by the 
tribe. The purchased land becomes restricted only if it is within 
the boundaries of the reservation. These provisions are similar to 
those contained in the Cheyenne River Act of September 3, 1954, 
except that the provisions designed to cure the fractionated heirship 
problem are new. 

HISTORY OF THE BILL 


The Standing Rock Sioux Reservation is located in two States— 
North Dakota (Sioux County) and South Dakota (Corson County). 
The tribe has an enrollment of about 5,300 members, of whom about 
3,600, constituting 700 families, reside on the reservation. The taking 
authorized by the bill will force 190 families to move from the taking 
area and be absorbed in the diminished reservation which presently 
is inadequate in both quality and quantity of land. 

The Standing Rock Sioux Tribe is 1 of 5 Indian tribes in North 
Dakota and South Dakota from whom substantial acreages have been 
or will be taken for the Missouri River Basin project, authorized 
by the Flood Control Act of 1944 (58 Stat. 891), as amended and 
supplemented, to protect the large populaces of the lower Missouri 
from floods and to provide electrical energy, irrigation, and other 
benefits. As part of the project, five mammoth earthen dams are 
being constructed. When they are completed, a series of clear-water 
lakes will extend from Yankton, S. Dak., to Fort Peck, Mont., and 
will cover nearly a million acres of some of the most fertile land in 
the United States. One of the five dams is Garrison Dam, about 70 
miles northwest of Bismarck, N. Dak. Garrison Dam required lands 
of the Fort Berthold Indians, and settlement was made with them in 
1950 for about $12.5 million (63 Stat. 1027). Oahe Dam is another 
of the five dams, and its reservoir will require lands of the Cheyenne 
River and Standing Rock Tribes, which adjoin each other. 

This matter has been before Congress since 1950. By the act of 
September 30, 1950 (64 Stat. 1093), as amended, the Chief of Engi- 
neers, jointly with the Secretary of the Interior, was directed to 
negotiate separate contracts with the Standing Rock and Cheyenne 
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River Indians for the conveyance of the lands needed by the United 
States for the Oahe Dam project. 

In the 83d Congress, bills were introduced to provide for the acquisi- 
tion of the lands in the Cheyenne River and Standing Rock Reserva- 
tions. The Cheyenne River bill culminated in the act of September 3, 
1954 (Public Law 776, 83d Cong., 68 Stat. 1191), authorizing appro- 
priations of $10,644,014, exclusive of certain additional costs for the 
relocation of cemeteries and public structures. 

—— bill for the Standing Rock Sioux Tribe in the 83d Congress 
(H. R. 9533) was held in abeyance by the committee pending the 
pean of the Cheyenne River bill and its acceptance by that tribe. 
There has been no intention to treat one tribe more favorably than 
the other. The two reservations adjoin and the controlling cireum- 
stances generally are the same. 

In the 84th Congress, bills were introduced for the Standing Rock 
Tribe, seeking to treat them on a par with their Cheyenne River 
neighbors on the south (H. R. 5608 and S. 1712). Extensive hearings 
were held on H. R. 5608 before the House Subcommittee on Indian 
Affairs in June 1955, followed by a visit of the subcommittee to the 
Standing Rock Reservation in September 1955. Hearings were re- 
sumed in January and February 1956. ‘The bill was reported by the 
Committee on Interior and Insular Affairs with a dissent (H. Rept. 
2498, 84th Cong.). It was not acted upon in the House. 


FURTHER EXPLANATION OF THE BILL 


H. R. 12662 is concerned with (1) the value of the land and improve- 
ments requested for Oahe Dam, (2) damages arising out of the taking, 
and (3) funds for improving the economic and social conditions of 
the members of the tribe, and related objectives. 

The Indians and the Government have agreed on compensation 
of $1,952,040 for the land and improvements (see appendix A). This 
sum also was recommended by MRBI. The figure is adopted in 
section 1 (a) (1) of the bill. The $1,952,040 settlement does not 
include compensation for the following: 

The bed of the Missouri River opposite the reservation, 
containing about 22,230 acres. 
The loss of tax immunity attaching to the land covered 
by the settlement. 
3. Oil, gas, and other minerals. 
4. Restricted property outside the defined taking line. 

Section 1 (a) (2) of the bill adopts the figure of $3, 937,832 in settle- 
ment of all claims, rights, and demands of the tribe and its members 
arising out of the taking. This sum includes (1) damages for the loss 
of an important source of subsistence and livelihood resulting from the 
taking, (2) the costs, losses, and damages sustained by the 190 families 
forced to move from the taking area, (3) compensation for the tribal 
interest, if any, in about 22,000 acres of land in the bed of the Missouri 
River, and (4) damages for the loss of tax immunity attaching to the 
land covered by the settlement. 

Loss of subsistence and livelihood stems from the taking of the 
bottom lands and timbered area. About 90 percent of the people 
on the reservation live within roughly 6 miles of the Missouri River 
and the numerous tributary streams and creeks flowing through the 








REHABILITATION OF STANDING ROCK SIOUX INDIANS 5 


reservation. Those lands are accessible to domestic water; they 
embrace the rich river bottoms with some of the finest hay, crop, 
and pasture lands in the States of North Dakota and South Dakota; 
and they include 75 percent of all timberlands on the reservation. 
Those lands carry the livestock of the entire reservation in drought 
years and provide the sheltered feeding areas so essential to successful 
stock operations in a climate with recorded temperatures ranging from 
115° F. to —46° F. The timbered area which will be inundated 
supplies firewood and building material and provides shelter for live- 
stock. It is the habitat of the game and the prime source of the 
natural products on which the Indians depend in good part for sub- 
sistence. These lands cannot be replaced by purchase anywhere 
within or near the reservation. As a result of the taking, the Indians 
will be deprived of an important source of their livelihood. 

The Department of the Interior recognizes that the Government 
should pay these damages. It suggests the MRBI figure of $3,167,513, 
reflecting the following items: 


Expenses, losses, and damages of Indian families forced to move from 








the taking area ! eee Sis tS a6 Sek care eee $726, 546 

Timber, wildlife, natural products (in excess of appraised value of 
commercial timber) - Fi ae he tant os capin sad en a ch, SO 
Potential increase in value of irrigated land______--- sex iodine deena ? 78, 440 
Total . ena de ieee See. aia os ht elidel . 3, 167, 513 


i This is comparable to the form of relief accorded under the acts of July 14, 1952 (66 Stat. 606, 624), and 


May 20, 1958 (72 Stat. 152 


This same figure was suggested by the Secretary of the Interior in 
the 84th Congress. The Indians, however, suggested $7,571,000 (H. 
Rept. 2498, p. 7: letter of June 22, 1955, from the Assistant Secretary 
of the Interior to Chairman Clair Engle: hearings, H. R. 5608, Febru- 
ary 1, 1956, pp. 87-91), and the committee recommended $3,805,000 
as & compromise. 

The reservation includes approximately 22,000 acres in the bed of 
the Missouri River valued by the tribe at $132,000. This land was 
excepted from the $1,952,040 item. The committee deemed it in the 
overall interest that this acreage be removed from tribal ownership to 
prevent jurisdictional disputes and conflicts which might arise. 
Accordingly, the $3,805,000 was increased to $3,937,000. 

\s noted above, the Indians excluded from their $1,952,040 settle- 
ment with the United S7ates their claim to compensation for the tax 
immunity attaching to the 55,994 acres of upland in the taking area. 
The average tax for this class of land is 30 cents per acre per year. 
Capitalized at 4 percent (the rate paid by the Government on tribal 
funds in the Treasury), the tax immunity enhanced the average value 
by $7.50 per acre, or $419,953.65. ‘The committee considered this 
‘ed in the $3.937.832 


claim to be fully covel ae. 

Section 5 of the bill authorizes an appropriation of $8.5 million for 
the purpose of developing individual and family plans, relocating, re- 
establishing, and providing other assistance to improve the economic 
and social conditions of all recognized members of the tribe regardless 
of residence or nonresidence on the reservation. The funds will be 
expended under plans and programs approved both by the tribal coun- 
cil and the Secretary of the Interior and none of the funds may be used 
for per capita payments or to purchase land for the tribe except for 
the purpose of resale to individual Indians. 
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The Secretary of the Interior favors this rehabilitation program 
and has brought to the committee’s attention the work of the Depart- 
ment through the Missouri River Basin investigation project which has 
had the Standing Rock problem under continuous study since 1949. 
Detailed and exhaustive field studies have been made on the conditions 
of the people, their assets, income, way of life, and future potential. 
A series of factual reports submitted to the committee provide a 
strong factual basis for the committee’s conclusions. (MRBI Repts. 
No. 124, 138, 151 and 153.) 

The MRBI reports disclose the impact of the taking of the control 
of the Missouri River and all of its adjacent bottom, timber, and bench- 
lands away from the tribe as a whole, thereby depriving it of its most 
valuable natural resources and requiring its members to adopt new 
and different methods of maintaining themselves in ordinary stand- 
ards of life and health and of providing for their future development, 
improvement, and progress to complete and permanent independence 
of Government guardianship and maintenance. The reports show 
that many of the Standing Rock Indians have fallen into desperate 
poverty, misery, degradation, and loss of self-respect. Four out of 5 
are on public relief and 1 out of 7 children born on the reservation is 
illegitimate. The committee members feel that help is long overdue 
and must be forthcoming for these people. The low estate to which 
the Standing Rock Indians have been permitted to fall is a blot on 
the national conscience. 

The people live in rural slums. Housing is hardly more than a 
shelter from the elements, and their inadequate structures are over- 
crowded, ill furnished, and without decent sanitation facilities, and 
almost utterly lacking in modern conveniences. MRBI referred to 
the housing as “poor quality and entirely inadequate.’”’ Some people 
live year around in tents. Houses are of logs or frame. They are 
not only old but in extremely poor repair. 

Forty percent of all houses contain only 1 room and an average of 
5 people live in that room. The average for the reservation is 87 
square feet per person. One-fourth of the people have less than 50 
square feet each. These figures include the Government-owned 
houses at the agency. 

A house with modern conveniences is a rarity, except for the agency 
houses at Fort Yates. In practically all the others, there is no 
indoor plumbing. Two-thirds of all privies were defined as “make- 
shift’? and health hazards. Two-thirds of all families haul water for 
domestic use. Eighty percent must go as far as one-half mile for 
their drinking water. One-third of the families depend on rivers and 
creeks for their drinking water. Few homes are equipped with 
electricity. 

The furnishings in these houses are “bare” or ‘minimum’ in 98 
percent of the homes. In less than 2 percent, the furnishings were 
what most rural non-Indian families would regard as reasonably 
adequate. 

Apart from the 30 Government-owned and mission-owned houses, 
these structures for the most part are not fit habitations for human 
beings and certainly not a place to rear a family or to teach and 
maintain self-respect. 

The Standing Rock Indians are in the lowest income group in the 
Nation. Except for Indian employees at the agency and a few others, 
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they have not attained a scale of living anywhere comparable to that 
of non-Indians living in the same area. In 1955, the average annual 
income from all sources, including public welfare and pensions, was 
$340 per person, or $1,179 per family, whereas the 1954 national 
average was $1,170 per person. In the same year the average was 
$1,186 per person in North Dakota, and $1,332 per person in South 
Dakota, and $873 in Mississippi, which had the lowest statewide per 
capita income in the Nation. 

The median figures are more revealing. They are $927 per family 
or about $294 per person. Only 7.6 percent of the families receive 
$3,000 or more per year. The discouraging fact is that while condi- 
tions throughout the Nation have generally improved since 1950, for 
the Standing Rock people they have deteriorated. This is demon- 


strated by the following comparison of 1950 and 1955 income, as 
reported by MRBI: 





| Average 


| 


Median 





| 


| 
} 
| . 
Per family Per person | Per family Per person 
|— 
| 


Pee tndcbittbninndanks rawr sak senlillspedh $1,351 | () 


NOG ox ndecancccas scccumeneear eas see $1, 179 | $350 


$992 (4) 
$927 


1 Not available. 


There is no reason to believe this decline in income has not continued 
since 1955. 

The source of the income attests to the low estate to which these 
people have fallen. Four out of five of the people receive public 
assistance of one form or another. Forty- seven percent receive wel- 
fare from the State. For 35 percent “relief payments formed the 
principal source of income.’”’ More welfare is paid per capita to the 
Standing Rock Sioux than to any of the larger tribes in North Dakota 
and South Dakota; Pine Ridge, Rosebud, and Cheyenne River are 
all under $70 in welfare per capita compared to $114 on the South 
Dakota side of the Standing Rock Reservation. On Fort Berthold 
Reservation in North Dakota, the welfare is $30 per capita against 
$96 on the North Dakota side of the Standing Rock Reservation. 

The people for the most part have little or no work and few work 
opportunities. The only resources are manpower and the land. 
There is no capital even for those who are capable to establish them- 
selves in the cattle business and to maintain themselves during the 
initial 3-year period until the business begins to provide support. 
Thus, as of June 30, 1951, there were 234 Indian cattle operators 
owning 9,791 head on the reservation. Four years later, 95 operators 
ran 6,717 head of cattle. Today there are about 50 Indian cattle 
operators. Lack of capital to maintain sufficient stock for an economic 
operation was the major cause of the failures. 

The heads of families are predominantly fullbloods. Eighty per- 
cent are three-fourths or more Indian blood; 15 percent have one-half 
to three-fourths Indian blood. At least two-thirds of the resident 
population claim to be fullblood Sioux. These people by and large 
wish to remain on the reservation. They know no other home. A 
majority have never been away from the reservation area. They are 
totally unprepared and unequipped to live in large centers of popula- 
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tion. They are timid and afraid of a new environment. Their edu- 
cation is limited. They have a language handicap. They have no 
special skills or vocational training. They cannot compete for jobs 
with non-Indians, particularly in a tightening labor market, or cope 
with problems of housing, transportation, and the like, which are a 
part of urban life. Likely candidates for relocation services have 
already left the reservation under the auspices of the Bureau of Indian 
Affairs. 

The general manner in which the funds authorized by section 5 
would be used were considered by the committee in the last Congress 
(H. Rept. 2498, 84th Cong.). The overriding objective of the pro- 
grams to be developed and executed under the supervision of the 
Secretary of the Interior is to put the people on a productive economic 
basis so as to remove them as public burdens and make them self- 
dependent. The committee members caution that all care should be 
exercised that these funds build a permanent economic base for the 
overall betterment of the recipients and that they are to be wisely 
disbursed. The tribal council and the MRBI both suggested possible 
use of these funds along the following lines: 


Rehabilitation 
plus ‘4 of 


$? ,987 832 


Tribal rehabilitation program: (sec. 1 (a) (2)) 
1. Education 3 __ $2, 250, 600 
2. Agricultural loans__--__- , 2, O80, 550 
3. Land purchase__- a 1, 976, 550 
4, Home loans- : es 1, 337, 800 
5. Individual homes, old people é ~~ 552, 350 
6. Business enterprise ws 613, 750 
7. Domestic water__- : 239, 250 
8. Administration wie 343, 050 
9. Community activities 249, 650 

10. Wildlife conservation 2 : : ‘ 124, 800 
11. Children’s home 100, 050 
12. Old people’s home_- 80, 100 
13. Reserve_- 520, 416 

Total Raced LQ, 468, 916 


SUMMARY 


The n ecessity of the Oahe Dam and Reservoir . eo was decided 
upon by the Congress many years ago, but its construction is resulting 
in the los ding of over a third of a million acres of the finest bottom 


lands along the Missouri River. One hundred and ninety Indian fami- 


lies of me Standing Rock Reservation who reside on and use 55,994 
acres of land for agriculture and grazing have been or will be forced to 
evacuate their home wh the reservoll behu d the Oaks d Lm fills. 
The [ndian families must yive up t el homes and homelands their 
cattle raising industry will be sorely ie pon many of their sub- 
sistence purs uits will be curtailed, and t social life will be altered. 
In addition heir finest land will be flood ey Finally, 510 families will 
suffe ] from having thew eal and neighbors moved from the 


bottom lands onto their more rugged and less desirable benchlands 
and uplands. This migration wul cause further crowding on the 
already overcrowded and marginal land 

The only hope these 700 di isrupte vl Sannin Ss can possil rly have is that 
the Federal Government wil compensate them in money and, in 
addition, furnish such services as are necessary to obtain a sufficient 
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degree of readjustment and reconstruction. Thus, they will be en- 
abled to make a new start in life and once again attempt to reach a 
point of development they have a right to achieve. The enactment of 
H. R. 12662 will help accomplish this goal. 


SECTIONAL ANALYSIS 


Section 1 provides that title, excluding oil, gas, and other minerals, 
shall be taken by the United States to approximately 55,993.82 acres 
of tribal and individual restricted land on the Standing Rock Sioux 
Reservation in South Dakota and North Dakota lying within the 
taking area of the Oahe Dam and Reservoir project and to the Indians’ 
interest in the bed of the Missouri River. In consideration of this 
taking and related matters, section 1 prescribes payment of $1,952,040 
to be disbursed in accordance with schedules prepared by the Missouri 
River Basin investigation staff and $3,937,832 to be disbursed in 
accordance with section 2 of this act. These amounts are payable 
from funds available for the Oahe Dam project. 

Section 1 (b) directs that title to land not needed for the Oahe 
Dam and Reservoir project shall revest in the former owner upon 
determination by the Secretary of the Army to be made within 2 years 
from the date of the act. 

Section 1 (c) empowers the Secretary of the Army to acquire 
additional tribal or individual land by purchase with the approval of 
the Secretary of the Interior, or by condemnation, if such lands are 
needed for project purposes. 

Section 2 provides that the payments authorized by the act, less 
the amount heretofore deposited by the United States in a condemna- 
tion case affecting 2,005.32 acres of the 55,993.82 acres taken, shall 
be placed in the Treasury of the United States to the credit of the 
Standing Rock Sioux Tribe to draw interest on the principal at the 
rate of 4 percent per annum. Section 2 also directs that no part of 
the compensation shail be subject to any lien, debt, or claim of any 
nature whatsoever against the tribe or individual Ingians except 
delinquent debts owed by the tribe to the United States or owed by 
individual Indians to the tribe or to the United States. 

Section 2 further provides that one-half of the $3,937,832 in settle- 
ment of damages is to be consolidated with the rehabilitation appro- 
priation authorized by section 5. From the remaining one-half a sum, 
not to exceed $726,546, is to be available for payment of expenses, 
damages, and losses sustained by those members of the tribe as a 
direct result of having to move themselves from the taking area. No 
part of these funds may be used for per capita payments. 

Section 3 directs the Secretary of the Army, from funds appro- 
priated for the construction of the Oahe project, to relocate and re- 
establish such Indian cemeteries, tribal monuments, and shrines 
within the taking area as the tribal council shall select with the 
approval of the Secretary of the Interior. 

Section 4 directs the Secretary of the Army, from funds appro- 
priated for the Oahe project, to protect, replace, relocate, or recon- 
struct existing agency facilities on the Standing Rock Sioux Reserva- 
tion, which the Secretary of the Interior determines will be impaired 
by the construction of the project. 

H. Rept. 1888, 85—2— 


» 








10 REHABILITATION OF STANDING ROCK SIOUX INDIANS 


Section 5 authorizes the appropriation of $8,500,000 to be expended 
only in accordance with plans and programs approved both by the 
tribal council and the Secretary of the Interior for the purpose of 
developing individual and family plans, relocating, reestablishing, 
and providing other assistance designed to help improve the economic 
and social conditions of all recognized members of the Standing Rock 
Sioux Tribe regardless of residence on the reservation. No part of 
the refunds may be used for per capita payments or for purchase of 
resale to individual Indians in furtherance of the program authorized 
in section 5. 

Section 6 reserves all minerals, including oil and gas, within the 
taking area to the tribe or individual owners, as their interests may 
appear, subject to reasonable regulations for the protection of the 
Oahe project. 

Section 7 permits members of the tribe to remain on the taking area 
without charge until required to vacate. 

Section 8 allows the individual Indian landowners to cut and remove 
the timber from their lands and to salvage the improvements thereon. 
If these individual rights are waived or not exercised within 60 days 
before the lands have to be vacated, the tribe may exercise their rights. 
The salvage permitted by this section is not to be construed 
compensation. 

Section 9 lists the districts and times within which members of the 
tribe are required to vacate the t taking area. Changes in this schedule 
may be made by the Chief of Engineers with the approval of the 
Secretary of the Interior. 

Section 10 grants the tribe and its members exclusive permission, 
without cost, to graze livestock on the land between the water level 
of the reservoir and the exterior boundary of the taking area, and 
grants the members of the tribe, without cost, access to the shoreline 
of the reservoir, including permission to hunt and fish, subject to 

regulations governing corresponding use by other citizens of the 
United States. 

Section 11*authorizes the Secretary of the Interior to purchase land 
with funds made available by individual Indians or by the tribe and 
to sell tribal land upon request of the tribe, for the purpose of (1) pro- 
viding substitute land for individual Indians whose land is within the 
taking area, (2) consolidating land holdings, and (3) eliminating 
fractionated heirship inierests within the reservation. Title to land 
acquired within the reservation boundaries is to be in the name of 
the United States in trust for the tribe or individual Indian, while title 
to land outside the reservation is to be unrestricted. 

Section 11 also authorizes the Secretary to partition or sell indi- 
vidually owned land, in which all interests are in trust or restricted 
status, upon the request of owners of not less than 25 percent interest 
in the land. This authorization is limited to carrying out the three 
named purposes of section 11. Any partition sale must be by com- 
petitive bid except that, if the owners of not less than 25 percent in- 
terest in the land agree, any owner of an interest in the land, or the 
tribe, if the land is within the reservation, shall have the right to 
purchase the land prior to competitive sale at not less than its ap- 
praised value. If more than one such preference right is claimed, 
the sale is to be by competitive bid but limited to the tribe and to the 
persons entitled to a preference. The Secretary of the Interior, for 








REHABILITATION OF STANDING ROCK SIOUX INDIANS 11 


the purpose of such sale, is authorized to represent minors or other 
Indians under legal disability and after giving notice by publication, 
may represent absent Indian owners who cannot be located. 

Section 12 specifies that no part of any expenditure made by the 
United States shall be charged as an offset or counterclaim against 
any tribal claim which arose prior to the effective date of the act. 

Section 13 provides that the Secretary of the Treasury, upon cer- 
tification by the Secretary of the Interior, shall reimburse the Standing 
Rock Sioux Tribe up to $135,000 for fees and expenses incurred in 
connection with the taking of the lands. 

Section 14 preserves the right of any individual to reject the final 
appraisal made on his land and improvements by filing a notice of 
rejection with the Chief of Engineers, United States Army, within 1 
year from the date of the act. Jurisdiction is conferred upon the 
United States District Court for the District of South Dakota and 
the United States District for the District of North Dakota to deter- 
mine just compensation in such instances in accordance with proce- 
dures generally applicable in condemnation cases. The individual 
contestant is not to be charged court costs, but all other costs and 
expenses including counsel fees, are to be borne by him. If the award 
allowed by the court is less than the appraised value tendered to the 
individual the difference is to be credited to the United States. The 
individual is to be bound by the determination of the court. 

Section 15 authorizes the appropriation of such amounts as may be 
necessary for the purposes of the act. 

Section 17 provides that all payments to the tribe and to individual 
Indians as authorized by the act shall be exempt from all forms of 
State and Federal taxation. 


DEPARTMENTAL REPORTS AND APPENDIXES 


Favorable reports on H. R. 6075 and H. R. 6252, upon which com- 
mittee hearings were held, are as follows: Secretary of the Interior 
dated March 21, 1958, and Secretary of the Army, dated March 21, 
1958. A memorandum setting forth agreements and disagreements 
to amendments to H. R. 6075 proposed by the Standing Rock Sioux 
Tribe, the Departments of the Army and Interior, and the House 
Subcommittee on Indian Affairs, dated April 24, 1958, is also included 
as appendix A. A copy of the decision of the United States District 
Court, District of South Dakota, Northern Division, dated March 
10, 1958, in Civil No. 722, N. D., United States v. Sioux Indians of 
Standing Rock Reservation, et al. is included as appendix B. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 21, 1958. 
Hon. Ciarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. EnGte: Your committee has requested a report on H. R. 
6075 and H. R. 6252, bills to provide for the acquisition of lands by 
the United States required for the reservoir created by the construc- 
tion of Oahe Dam on the Missouri River and for rehabilitation of the 
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Indians of the Standing Rock Sioux Reservation in South Dakota and 
North Dakota, and for other purposes. 

We recommend that one of the bills be enacted if it is amended as 
suggested in this report. 

The bill transfers to the United States title to all lands within the 
taking area of the Oahe Dam and Reservoir project that belong to 
the Indians of the Standing Rock Sioux Reservation and provides for 
payments to the Indians as follows: 

1, A sum to be agreed upon through negotiations between the In- 
dians, the Corps of Engineers, and this Department as compensation 
for lands, excluding mineral rights which are reserved to Indian 
owners, and for indirect damages. 

2. $8,500,000 for the rehabilitation of all enrolled members of the 
tribe whether or not residing within the taking area and for the relo- 
cation and reestablishment of members residing within the taking 
area. 

In addition, the bill provides for expenditures by the United States 
in amounts indeterminable at this time for the following purposes: 

1. Deficiency judgments for fair compensation awarded in judicial 
proceedings initiated when Indians reject the final appraisal for their 
lands. 

2. Removal and reestablishment of Indian cemeteries, monuments, 
and shrines. 

3. Reconstruction of agency facilities, schools, hospitals, service 
buildings, agents’ and employees’ quarters, roads, and bridges. 

4. Expenses of the tribal council incurred in negotiation leading up 
to the making of the agreement embodied in the bill, but not to exceed 
$100,000. 

In addition, the bill gives the Indians the following rights: 

1. The right to cut and remove timber and to salvage any portion 
of improvements, without any deduction in the amount paid for the 
land. 

2. The right to reside on the land without charge after title has 
passed to the United States until the gates of the dam are closed. 

3. The exclusive right to graze stock without cost on the land 
between the water level of the reservoir and the taking area, the right 
of free access to the shoreline of the reservoir, and unimpairment of the 
treaty right to hunt and fish im and on the taking area and reservoir. 
All these rights are subject to reasonable regulations that may be 
imposed by the Chief of Engineers for the protection and use of the 
area. 

4. The right to retain all land on the Standing Rock Reservation 
in trust status except lands for which the tribe or members of the 
tribe request a patent in fee. 

5. The right to acquire substitute lands, the titles thereto to be 
held by the United States in trust. 

The following amendments are recommended. The page and line 
references are to H. R. 6075: 

1. On page 1, line 3, delete “all tribal, allotted, assigned, and 
inherited” and substitute ‘‘the entire interest in’’. 

This change will make it clear that the United States is taking title 
to undivided interests in Indian lands that are owned by non-Indians. 
The appraisal was by tracts without regard to undivided ownership 
interests. 
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2. On page 1, line 9, through page 2, line 6, either delete the proviso, 


or restrict it to apply only to the taking of tribal lands by making it 
read as follows: 


Provided, That the effective date for taking title to the lands belonging to the 
Standing Rock Sioux Tribe shall be the date when the Secretary of the Interior 
shall by proclamation declare that the terms provided for in this Act for the 
acquisition of such tribal lands have been accepted by a three-fourths majority 
of those adult Indians of the Standing Rock Sioux Tribe, as shown by the tribal 
rolls, voting on the acceptance. 


If the modified provision is included and a favorable vote is not 
obtained, Congress probably will need to = further legislation. 
As this bill provides a procedure for judicial review of the purchase 
price, the omission of the proviso would make the bill the equivalent 
of a condemnation statute should the price not be acceptable to the 
tribe, and no further legislation would be needed. 

3. On pages 2 and 3, revise section 2 to read in its entirety as follows: 

Sec. 2. The Secretary of the Army shall pay out of funds appropriated for the 
construction of the Oahe project the sum of $1,952,040 for all lands and improve- 
iments and interests therein taken by section 1 of this Act, and the further sum 
of $ for indirect or intangible damages. Such payment shall be in final 
and complete settlement of all claims, rights, and demands of the Indians arising 
out of the construction of the Oahe project, and shall be deposited to the credit of 
the Standing Rock Sioux Tribe in the Treasury of the United States to draw 
interest on the principal thereof at the rate of 4 percent per annum until expended. 
The sum appropriated as just compensation for the lands and improvements shall 
be allocated in accordance with the tract and ownership schedules prepared by 
the Missouri River Basin investigation staff. Said allocation shall be computed 
on the basis of a percentage of the amounts shown for each tract and ownership 
on such schedules. The amounts allocated to the lands owned by individuals 
shall be paid to them. One-half of the amount allocated to the lands owned by 
the tribe and one-half of the amount paid for indirect or intangible damages 
shall be consolidated with the rehabilitation appropriation authorized by section 
5 of this Act and shall be expended in accordance with the provisions of section 5. 
Out of the remaining one-half of such amounts shall be paid the cost of moving 
dwellings and other buildings from the taking area. None of such amounts shall 
be used for per capita payments. 

The present language is subject to the following objections: 

(a) Itisin the form of an agreement between the tribe and Congress, 
rather than in the form of an ordinary statute. 

(b) Indirect and intangible damages should not be labeled as an 
element of just compensation for the taking of land. 

(c) The bill provides for payments to be arrived at by negotiations. 
Previous attempts to negotiate a settlement for Cheyenne River, Crow 
Creek, lower Brule, and Standing Rock were unsuccessful and as a 
result of these experiences we believe further attempts to negotiate a 
settlement for Standing Rock will only result in further delay. 

With respect to direct damages, your attention is directed to the 
fact that the Missouri River Basin investigations staff appraised the 
Standing Rock Sioux land at $1,613,454 on the basis of November 
1951 farm real estate values. An increase in the appraisal is now 
justified because of an increase in land values since November 1951. 
Indian figures of farm real estate values have increased 17% percent 
between November 1951 and November 1957, and the anticipated 
figure for March 1958 will show an additional 3 percent increase. The 
$1,613,454 figure based on November 1951 values should therefore be 
increased by 20% percent, which would make it $1,952,040. 

Indirect and intangible damages include the costs of relocating and 
reestablishing members of the tribe who reside in the taking area, and 
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the losses of timber, wildlife, and other values to the entire tribe. 
Such damages have been estimated by the Missouri River Basin in- 
vestigations staff at $3,167,513. That estimate is submitted without 
recommendation regarding the dollar figure to be fixed by the Con- 
gress. The basis for the estimate is explained in detail in Report No. 
138, Damages to Indians of 5 Reservations from 3 Missouri River 
Reservoirs in North and South Dakota, copies of which were sub- 
mitted to the 83d Congress with our report on H. R. 2233 (Public 
Law 776). The following figures, which are excerpts from table 1 of 
that report, show the comparisons between the Missouri River Basin 
investigations estimates of indirect damages and the amount allowed 
or proposed to be allowed by the Congress for the Cheyenne River and 
Standing Rock Reservations: 








Type of damage Cheyenne Standing 
River Rock 
Cost of reestablishing homes, ranches, and economy. ._-- . | $1, 531, 051 $726, 546 
Timber, wildlife, and wildlife product losses (in excess of appraised value of | 

ET IID. BOL ks. cckeecnctmsicenueudbdon Shen ae } 1, 664, 887 2, 362, 527 
Potential increase in value of irrigated land____...____- ees : 19, 370 78, 440 
Total___- 1 3, 215, 308 1 3, 167, 513 

Payment authorized by Congress___-- - J ; . 3, 134, 014 oS Z 














1 These totals omit an item in the MRBI report called all other damages, mostly intangibles, because 
that item is misnamed and is not in fact a damage item. It represents an adjustment factor designed to 
make the total figures comparable to those allowed by Congress for the Fort Berthold Indians. 


4. On page 3, line 14, delete ‘United States further agrees to’”’ and 
substitute “Secretary of the Army shall’. The proposed legislation 
is not an agreement. 

5. On page 3, lines 24 and 25, delete “United States further agrees 
to appropriate, and the’’. 

6. On page 4, lines 11 to 14, delete all of the language of section 5 
that precedes “‘shall”’ in line 14, and substitute ‘“There is authorized to 
be appropriated a further sum of $ , Which further sum”’. 

This change removes language that is appropriate for an agreement 
but not for a statute. It also leaves for congressional determination 
the appropriate amount for rehabilitation purposes. 

There are submitted for your information Missouri River Basin 
Investigations Report No. 151 relating to resident population of 
Standing Rock Reservation, and supplement No. 1 relating to non- 
resident members of the Standing Rock Sioux Tribe. Also submitted 
is Missouri River Basin Investigations Report No. 153 entitled 
“Suggested Program for the Use of Oahe Funds for Economic and 
Social Betterment.” This suggested program takes into account all 
funds recommended in settlement for the acquisition of Indian prop- 
erties on the Standing Rock portion of the Oahe Reservoir, and for 
rehabilitation. In addition to the use of these funds, the program 
is built around the effective use of the assets remaining after the 
transfer of Indian properties in the reservoir to the United States. 
It also recognizes the need for including certain nonresident Standing 
Rock Indians in rehabilitation programs. 

For purposes of comparison when determining the appropriate 
amount for rehabilitation, your attention is directed to the fact that 
Public Law 776, 83d Congress (68 Stat. 1191), authorized an appro- 
priation of $5,160,000 for the rehabilitation of members of the Chey- 
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enne River Tribe who resided within the reservation. That sum 
was computed on the basis of $1,200 per enrolled member, regardless 
of where located, but when the program was restricted to the members 
actually living on the reservation it amounted to approximately 
$2,250 per person. If the same approach were taken in the pending 
bill, the rehabilitation figure would be $7,875,000, which is $2,250 
multiplied by an estimated 3,500 persons residing on the reservation. 
We recommend, however, that the use of the fund not be restricted to 
the residents of the reservation. The total membership of the tribe 
is approximately 5,300, and a rehabilitation figure based upon $1,200 
per person, if that is the amount selected by Congress, would be 
$6,960,000. 


7. On page 4, beginning on line 21, change the proviso to read as 
follows: 


Provided, That such fund may be expended in accordance with plans approved 
by the Secretary of the Interior: 


8. On page 6, delete all of section 8, and renumber succeeding 
sections. The Federal Government should not be required to take 
the precautionary measures against hazards provided for in this 
section after payment for the area acquired and with the retention 


for Indians of certain grazing rights and other benefits as proposed 
in the bill. 


9. On pages 7 and 8, revise and renumber section 11 to read as 
follows: 


Sec. 10. After the Oahe Dam gates are closed and the waters of the Missouri 
River impounded, the said Indian tribe and the members thereof shall be given 
permission to graze stock on the land between the water level of the reservoir and 
the boundary of the taking area described in section 16. The said tribal council 
and the members of said Indian tribe shall be permitted to have, without cost, 
access to the shoreline of the reservoir, including permission to hunt and fish in 
and on the aforesaid shoreline and reservoir, subject, however, to regulations 
governing the corresponding use by other citizens of the United States. 


This revision will conform the language to that recommended for 
the Lower Brule and Crow Creek bills. 

10. On pages 8 and 9, revise and renumber section 12 to read as 
follows: 


Sec. 11. For the purpose of providing substitute land for individual Indians 
whose land is within the taking area, and for the purpose of consolidating individ- 
ual and tribal land holdings and eliminating fractionated heirship interests within 
the reservation, the Secretary of the Interior is authorized to purchase with funds 
made available by such individual Indians or by the Tribe land or interests in 
land, and to sell tribal land upon request of the Tribe. The land selected by and 
purchased for individual Indians may be either inside or outside the boundaries 
of the Standing Rock Sioux Reservation as diminishd. Title to any land or 
interest in land acquired within the boundaries of the reservation shall be taken 
in the name of the United States in trust for the tribe or the individual Indian for 
whom the land is acquired, and title to any land or interest in land acquired out- 
side the boundaries of the reservation shall be taken in the name of the individual 
for whom it is acquired. Trust titles shall be subject to the laws and regulations 
applicable to other trust titles within the reservation. 


This recommended revision would permit use of funds from any 
source to purchase land for the purpose of consolidating landholdings 
of the tribe and individual Indians. It would be of great assistance 
in eliminating fractionated heirship holdings, which is a serious prob- 
lem, and in consolidating ownerships of farm and ranch units. 
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11. On page 11, line 13, delete “$8,175,000, as provided by sections 
5 and 14” and substitute ‘““$——-—-—, as provided by sections 2, 5, 
and 13”’. 

12. On page 11, line 15, delete “2,”. 

13. On page 11, line 16, change “15” to ‘14’’. 

14. The land descriptions should be revised as follows: 

On page 36, line 1, after “Section 2”’ change the comma to a period 
and delete the rest of the sentence. 

On page 40, line 13, after the semicolon add “northwest quarter 
northwest quarter;’’. 

On page 42, line 6, after “Section 1,’ add “lots 9 and 12 and”’. 

On page 43, line 9, change the period to a comma and add “east 
half northeast quarter northwest quarter; southeast quarter southeast 
quarter northwest quarter; south six hundred and sixty feet of Lot 2.” 

On page 45, line 3, change the period to a comma and add “Cannon 
Ball Townsite, block sixteen, lots 1, 2, 3, and 4; block fourteen, lots 
9 and 10.” 

On page 46, after line 3, add a new paragraph as follows: 

All Indian-owned houses located on fee patent land owned by the Catholic 
Church and described as the south half northwest quarter, section 35, township 
23 north, range 29 west; all Indian-owned houses located on fee patent land owned 
by the Congregational Church and described as the southwest quarter southwest 
quarter, section 25, township 131 north, range 80 west; all Indian-owned houses 
located on fee patent land owned by the Northern Pacific Railway Company 
located in section 23, township 134 north, range 29 west, adjacent to the townsite 
of Cannon Ball, North Dakota. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
HatFrreLp CHILSON, 
Acting Secretary of the Interior. 


DePARTMENT OF THE ARMY, 
Washington, D. C., March 21, 1958. 
Hon. Ciarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. CuatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 6075 and 
H. R. 6252, 85th Congress, identical bills to provide for the acquisi- 
tion of lands by the United States required for the reservoir created 
by the construction of Oahe Dam on the Missouri River and for re- 
habilitation of the Indians of the Standing Rock Sioux Reservation 
in South Dakota and North Dakota, and for other purposes. 

The purpose of the bills is to effect a contract between the United 
States and the Sioux Indiens of the Standing Rock Reservation in 
South Dakota and North Dakota for the acquisition of Indian lands 
of that reservation required for the construction, operation and 
maintenance of the Oahe Dam and Reservoir. In addition to pro- 
viding for the conveyance of the land to the United States, the bills 
would authorize (1) the payment of ‘‘just compensation” to be a sum 
agreed upon for direct and indirect or intangible damages, of which 
the sum agreed upon as direct damages would be disbursed to the 
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individual or tribal owners while the balance would be deposited to 
the credit of the tribe and draw interest at the rate of 4 percent per 
annum until expended; (2) the relocation and reestablishment of 
Indian cemeteries, tribal monuments and shrines; (3) relocation and 
reconstruction of essential agency facilities as determined by the 
Secretary of the Interior; (4) make available $8,500,000 which shall be 
deposited to the credit of the Indian tribe, together with one-half of 
the sum agreed upon as indirect or intangible damages, for the purpose 
of de velopir i¢ individual and family plans, relocating, reestablishing, 
and providing other assistance designed to help i cm pte the economic 
and social status of all members of the tribe; (5) reservation of all 
mineral rights to the former owners; (6) me ‘mbers of the Indian tribe 
to cut and remove timber and to salvage improvements, without 
charge, within 9 months after enactment; (7) members of the tribe to 
remain on the land involved until the gates of the Oahe Dam are 
clesed for the impoundment of the water of the Missouri River with a 
schedule for the progressive vacating of the taking area by districts; 
(8) the Indians to graze stock, after the gates are closed, on the land 
between the water level of the reservoir and the taking area, and have 
free aecess to the shoreline of the reservoir, including the right to hunt 
and fish; (9) the Department of the Interior to render assistance to 
individual members of the tribe in acquiring relocation sites; (10) 
reimbursement of a sum not to exceed $100,000 for the expenses of the 
tribal counsel; and (11) any individual member of the tribe to reject 
the appraisal of his land, after which a proceeding may be instituted 
in the United States distriet court. Miscellaneous provisions are 
included concerning protective measures to minimize livestock losses 
and to preserve the integrity of related Indian legislat’on such as the 
Indien Reorganization Act of June 18, 1934 (48 Stat. 984). 

The Department of the Army has considered the above-mentioned 
bills. Construction of the Oahe Dam and Reservoir project was 
authorized as part of the comprehensive plan for flood control and 
protection of the Missouri River Basin as provided by the Flood 
Control Act. of December 22, 1944 (58 Stat. 887, 891). Section 3 of 
the authorization act provides authority of the Secretary of the Army 
to acquire lands necessary for the project. By the act of September 
30, 1950, as amended (64 Stat. 1093, 66 Stat. 46), the Chief of En- 
gineers, Department of the Army, and the Secretary of the Interior, 
jointly rept esenting the United States, were authorized and directed to 
negotiate with the Sioux Indians of the Standing Rock Reservation in 
South Dakota and North Dakota, for the acquisition by the United 
States of the lands described in section 17 of H. R. 6075 and H. R. 6252 

While no additional authorization was required for the acquisition 
of land, it was considered possible that the act of September 30, 1950, 
might produce an acceptable basis for a contract since it included 
authority to consider, in addition to just compensation, the costs of 
relocating and reestablishing the tribe and - members so as to 
reestablish and protect their economic, social, religious, and com- 
munity life. Negotiations were instituted based on appraisals pre- 
pared for the Department of the Army by Gerald T. Hart, Denver, 
Colo., indicating the fair market value of the land including severance 
damage, improvements and timber to be $1,320,000 and an appraisal 
prepared for the Secretary of the Interior by the Missouri River 
investigations staff indicating a total valuation of $1,613,454. Agree- 

H. Rept. 1888, 85-2——3 
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ment was reached among negotiators for the tribe and representatives 
of the Secretary of the Interior and the Chief of Engineers on 
$1,575,000 as payment to be made for acquisition of title to the lands 
involved. While ¢ agreement was also reached on many incidental 
matters, including relocation of roads, tribal cemeteries, shrines, and 
monuments, a contract could not be concluded. Pursuant to section 
5 (b) of the September 30, 1950, act, a copy of the proposed contract, 
setting forth in detail the provisions in dispute, was submitted to 
your committee June 23, 1955, with this Department’s report on 
H. R. 5608, 84th Congress, a bill to provide for the acquisition of lands 
by the United States required for the reservoir created by the construc- 
tion of Oahe Dam on the Missouri River and for rehabilitation of the 
Indians of the Standing Rock Sioux Reservation, S$. Dak. and N. Dak.., 
and for other purposes. 

Work on the Oahe Dam and Reservoir project is proceeding in 
accordance with schedules prepared by the Chief of Engineers. Of 
approximately 430,000 acres of land in which rights are required for 
the project, interests have been acquired in 220,000 acres. None of 
the lands of the Standing Rock Sioux Indians have been acquired 
except that construction progress in connection with highway and 
railroad relocations made it necessary to file condemnation proceed- 
ings for the acquisition of 6.45 acres of tribal lands and 1,964.21 acres 
of other lands within the area described i in H. R. 6075 and H. R. 6252. 
In condemnation proceedings entitled ‘United States of America, 
Plaintiff v. 2005.32 acres of land, ete. Defendant” (Civil No. 722 N. D.), 
filed in the United States District Court for the District of South 
Dakota, the court, on March 10, 1958, granted a motion to dismiss 
the complaint and the declaration of taking as to the tract of land 
encompassing the 6.45 acres of land owned by the Standing Rock 
Sioux Indian Tribe indicating that, in the opinion of the court, the 
Secretary of the Army was not authorized to condemn the specific 
tribal land involved. 

In the acquisition of land for public-works projects of the United 
States the fifth amendment to the Constitution assures owners of the 
payment of just compensation. This constitutional guaranty has not 
been implemented by general legislation and the determination thereof 
has accordingly remained as a judicial function. The courts, in 
developing this body of law, have generally held that the Government 
is required to pay market value of the property taken and that, in the 
absence of specific statutory authority, other losses or damages are 
not compensable. H. R. 6075 and H. R. 6252 would authorize a 
payment of just compensation including indirect or intangible damages 
resulting from the taking; the relocation, reestablishment, and recon- 
struction of cemeteries, monuments, shrines, and agency facilities; 
and the payment of an additional $8,500,000 for the benefit of all 
members of the tribe residing on the reservation. Reimbursement 
would also be authorized to the tribal council for its expenses, not 
exceeding $100,000. 

The provisions relating to payment for land would restate the con- 
stitutional guaranty of “‘just compensation’”’ and define it as the 
amount agreed upon, between the Chief of Engineers and the Sioux 
Indians of the Standing Rock Sioux Reservation ‘for direct and in- 
direct or intangible damages for all lands and improvements and 
interests therein.”’ It is submitted that this requirement would place 
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an impessible administrative burden on the Chief of Engineers since, 
by definition, the term “just compensation” excludes from considera- 
tion any indirect or intangible damages. The courts, including the 
Supreme Court of the United States, have uniformly held that just 
compensation equals ‘market value’ of the interest taken. This is 
generally defined as the amount that would probably be paid for the 
property as between a willing seller, not compelled to sell, and a willing 
buyer, not. compelled to buy. There is no provision in this concept 
for the e valuation of indirect or consequential damage. 

A recent review of the appraisal prepared for this Department 
indicates that the current market value of the lands involved is 
approximately $1,700,000. The Department of the Army accordingly 
would interpose no objection to the amendment of the bill to either 
(a) provide for $1,700,000 as payment in full for the land, or (6) to 
permit the property to be acquired in condemnation proceedings with 
just compensation to be determined by the courts in accordance with 
established procedures. 

The Secretary of the Army is aware, however, that ‘just compen- 
sation” as determined by the courts very often does not fully compen- 
sate owners and tenants for all of their losses, some of which are 
intangible and, therefore, not susceptible of determination without 
indulging in speculation. However, these factors are found in all 
governmental acquisitions and are not peculiar to the Indian land 
cases. The courts have also recognized that while just compensation 
has been defined as the value of the interest taken, it does not neces- 
sarily establish the value that a piece of property may have to the 
owner. 

Congress, in recognition of the added calculable expenses of persons 
dislocated by public works projects of the military departments, 
authorized by section 401 (b) of the act of July 14, 1952, as amended, 
(66 Stat. 606, 624; 69 Stat. 352), the reimbursement of affected owners 
and tenants for their mov ing expenses not to exceed 25 percent of the 
fair value of the land involved. Except for reimbursement for moving 
expenses, the Department of the Army and the Chief of Engineers are 
unable under existing law, and would be unable under the provisions 
of section 2 of H. R. 6075 and H. R. 6252, to pay to the Indians of the 
Standing Rock Sioux Reservation any sums for indirect or intangible 
damages 

The Department of the Army believes that the traditional pro- 
cedure of allowing the courts to determine just compensation, when 
the Government ageney and the landowners involved cannot agree, 
is sound and should not be the subject of modification in individual 
selected cases. If it is determined by Congress to be in the public 
interest to give additional privileges to Indian tribes whose land is 
taken, either because of considerations of national policy affecting 
the Indians generally or because a specific tribe is faced with peculiar 
circumstances arising from reduction in the size of its reservation, 
the Department of the Army strongly urges that these matters be 
completely divorced from the consideration of payment of just com- 
pensation for the lands taken. 

Of the special privileges or rights that would be granted to the 
Indians, some relate to the acquisition or use of the land, while others 
relate to matters pertinent only to the relationship between the United 
States and the Indians within the purview of the Bureau of Indian 








: 
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Affairs of the Department of the Interior. Of those related to the 
land and the project, the Department of the Army, recognizing that 
the special circumstances justify relocation and reestablishment of 
shrines, monuments, and certain facilities, desires to point out for 
consideration of the committee the scope of the additional privileges 
and rights that would be authorized: 

(a) All mineral rights would be reserved to former owners under 
section 6 of the bill. It has previously been determined that gen- 
erally vendors at the Oahe Dam and Reservoir project would be 
allowed to reserve only oil and gas rights. 

(6) Under section 7 the members of the tribe would have the right, 
without charge, to cut and remove timber and salvage improvements, 
with the tribal council authorized to effect the removal if not accom- 
plished by the individual owners. In normal circumstances the value 
of timber or improvements retained by a former owner. is either 
deducted from the amount determined to be just compensation or, 
if sold separately, the money is deposited in miscelleneous receipts. 
Under the section as written, the tribal council might be authorized 
to enter into a contract for the sale of timber and improvements. 
Contractor operations under these conditions might interfere with 
project development and operation while merely creating an avenue 
of providing additional revenue for the tribe, instead of satisfying 
the objective of providing materials needed by the individual Indians. 

(c) The Indians would be granted the exclusive right to graze 
stock, have free access to the shoreline and be guaranteed that there 
would be no impairment of the treaty right to hunt and fish in and on 
the taking area and reservoir, subject to regulations of the Chief of 
Engineers, under section 11 of each of the bills. The grazing of stock 
by the Indians would preclude the normal method of making lands 
available for lease on a competitive bid basis after the first 5-year 
period during which a priority is afforded to the former owner. ‘Free 
access to the shoreline” is believed to provide no greater rights than 
are now guaranteed to all citizens by the Flood Control Act of 1954 
(act of September 3, 1954, 68 Stat. 1256, 1267), which provides that 
ready access to and exit from water areas of the reservoir shall be 
maintained for general public use. If, however, this provision were 
interpreted to guarantee to the tribe and its members the right of 
free and exclusive access to each and every portion of the shoreline, 
serious impairment in the development of public facilities at the 
reservoir. could follow. The preservation of the Indians’ “treaty 
right to hunt and fish’’ should be considered against the background 
of the jurisdiction of the States of South Dakota and North Dakota 
in this field. 

(d) Expenses incurred by the tribal council not in excess of $100,000 
would be reimbursed under section 14. 

If the committee gives favorable consideration to legislation to pro- 
vide for the Indians of the Standing Rock Sioux Reservation benefits 
over and above “just compensation,” it is recommended that the bills 
be amended as follows: 

(a) In section 2, in lines 9 and 10, page 2, delete “consisting of 
direct and indirect or intangible damages,’’; in line 25, page 2, delete 
“acreed upon as direct damages’; and in lines 8 through 13, page 3, 
delete the proviso concerning disposition of the sum agreed upon as 
indirect or intangible damages, and insert in lieu thereof the following 
proviso: 
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‘‘Provided, further, That nothing herein contained shall be construed 
to limit: the right of the United States to file condemnation procéédings 
in the appropriate United States district court or courts, with the 
determination of just compensation to be made by such court or 
courts in the event that agreement cannot be reached between the 
negotiating parties within a reasonable time.” 

(6) That section 6 be amended to limit the reservation to the 
former owners of oil and gas rights only. 

(c) That section 7 be amended to limit demolition or removal of 
timber, structures, or improvements by the individual Indian owners 
or members of the tribe. 

(d) That section 15, pages 10 and 11, relating to institution of 
condemnation proceedings, be deleted in its entirety. 

The Department of the Army believes that the Secretary of the 
Interior is in a better position to advise the committee concerning 
those portions of the bills that would provide for. the Indians funds 
for rehabilitation and extend rehabilitation privileges to all members 
of the Standing Rock Sioux Tribe without regard to residence either 
within the taking area or within the reservation. 

The fiscal effect of this measure is difficult for the Department of 
the Army to evaluate. However, section 2 would authorize pay- 
ments in excess of just compensation plus rehabilitation payments in 
the amount of $8,500,000, reimbursement for expenses in the amount 
of $100,000, and other direct and indirect undetermined costs of 
benefits conferred as rights that would be granted to the Indian tribe. 

The Bureau of the Budget advises that there is no objection to 
the submission of this report. 

Sincerely yours, 
Witper M. Brucker, 
Secretary of the Army. 
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MEMORANDUM SETTING FORTH AGREEMENTS. AND 
DISAGREEMENTS TO AMENDMENTS TO H. R. 6075: PRO- 
POSED BY THE STANDING ROCK SIOUX TRIBE, THE 
DEPARTMENT OF THE INTERIOR, AND THE DEPART- 
MENT OF THE ARMY 


At the hearing before the Subcommittee on Indian Affairs, House 
Committee on Interior and Insular Affairs, on March 24, 1958, the 
chairman of the subcommittee called for a memorandum setting 
forth the agreements and disagreements to the proposed amendments 
to H. R. 6075. In this memorandum the Standing Rock Sioux 
Tribe, the Department of the Interior, and the Department of the 
Army set out the amendments to H. R. 6075 and a table showing the 
agreements and disagreements to the proposed amendments. 


Table of comparison showing agreements and disagreements on proposed amendments 
to H. R. 6075 


Amendment ibe Interior 


5a ING tia ddunest Disagree. 
_ Ce a te .-.| Agree. 
JS itskaeess Gokcicmabindl Do. 
Partial agreement __- Seas Partial agreement 
ie | Agree. 
| Do. 
| Not concerned 
Do. 


Agree. 
Do. 
Do. 
ee ; : Do. 
= Amend bill__-- ...| Amend bill 
Agree. ._- cal .| Agree. it Agree. 
No change in bill_-_- .| Amend bill_..__- | Amend bill. 
aduyl RR ici ernie ae -| Not concerned 
annie | Agree. 
Do. 
Do. 
Agree, subject to views on 
amendment No. | 
.| No position. -- .......--| Not concerned 





H. R. 6075 
AMENDMENT No. 1 
SECTION 1 


The tribe proposes the following language: 
Page 1, lines 3-9: Amend to read as follows: 


That title to the entire interest in approximately 55,993.82 acres of land within 
the taking area described in this Act on the Standing Rock Reservation in South 
Dakota and North Dakota, excluding therefrom all minerals, including oil and 
gas, and excluding the bed of the Missouri River so far as it is within the boundary. 
of the Standing Rock Reservation, in which Indians have a trust or restricted 
interest, is hereby taken by the United States for the Oahe project on the Missouri 
River. Upon a determination by the Secretary of the Army, filed among the 
appropriate land records of the Department of the Interior, that any of the lands 
described in this Act are not required for Oahe project purposes, title to such land 
shall vest in the United States in trust for the tribe. If the Secretary of the 
Army determines that additional Indian lands, tribal or individual, within the 
Standing Rock Reservation are required for project purposes, he may acquire 
such lands by purchase, with the approval of the Secretary of the Interior, or by 
condemnation. If it should be determined by the Missouri River Basin investiga- 
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tion staff that there is trust or restricted Indian land, tribal or individual, included 
in the taking area described in this Act for which no compensation has been 
allowed under the $1,952,040 provided for in section 2 of this Act, additional 
compensation shall be paid by the United States to the owners of such land as 
their interests may require: 

The Department of the Interior agrees either with the foregoing 
language proposed by the tribe or with the language hereafter pro- 
posed by the Department of the Army. 


For the tribe 


The tribe is of the view that the exclusion of (a) minerals, (6) the 
bed of the Missouri River, and (c) the loss of tax immunity from the 
taking was part of the settlement of $1,952,040 since, in reaching 
that figure, the excluded items were not given value. This was 
expressed in the Memorandum of Understanding of March 24, 1958, 
filed with the committee. The Department of the Army would 
exclude these items from the taking as defined in section 1 of the bill, 
although apparently it agrees to the reservation of minerals in sec- 
tion 6. The tribe is of the view that adoption of Army’s language 
would violate the settlement agreement between the United States 
and the tribe. 


For the Department of the Army 


The Department of the Army has agreed to adopt the appraised 
value found by the Missouri River Basin investigation staff, i. e., 
$1,952,040, as representing “‘just compensation” for all Standing Rock 
Reservation lands required for the Oahe Dam and Reservoir project, 
excepting from the compensation minerals, the bed of the Missouri 
River, and the Indians’ claim for compensation for loss of tax immu- 


nity. The amendments proposed by the tribe would— 

(a) Exclude minerals and the bed of the Missouri River from 
the taking, preserve the claim for compensation for loss of tax 
immunity, obtain (amendment No. 15) grazing and hunting and 
fishing rights, and in addition (amendment No. 4) provide a sum 
aggregating $3,805,832 “for indirect or intangible damages”’ 
resulting from the taking. 

(6) Require the United States to divest itself of title to lands 
andmevuaey taken without obtaining a credit or refund therefor 
and at the same time require the United States to pay fair value 
for lands erroneously omitted from the description even though 
the total taken is less than the approximately 55,993.82 acres 
set forth as being the area to be acquired. 

1. The Department of the Army does not desire to obtain or 
retain title to any lands that it does not require. However, there 
appears to be no justification to require additional payments for land 
within the total acreage to be acquired from the Indians of the 
Standing Rock Reservation. Rather there should be latitude for 
adjustments to permit a total of not more than 55,993.82 acres to be 
acquired for $1,952,040. 

2. The Department of the Army does not believe that in any 
individual case Congress should attempt to assess supplementary 
damages purporting to represent “indirect or intangible damages.’ 
It is recognized that just compensation, as determined by the courts, 
very often does not fully compensate owners and tenants for all their 
losses. However, these factors are found in all acquisitions and in 
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addition intangible and indirect damages cannot be determined ac- 
curately. It would therefore appear to be in the national. interest 
that, if the committee favorably considers payments over and above 
just compensation, such payments should not be characterized as 
bein for any particular item and should be in satisfaction of all claims 
that the tribe and the individual Indians involved may have in con- 
nection with the taking of any of their lands for the project. 

3. The committee’s attention is also invited to the fact that the 
amendments suggested by the tribe would provide for— 

(a) The retention by the United States, in trust for the tribe, 
of any lands erroneously taken, which would not restore the land 
to the individual Indian from whom it was taken; and 

(6) A procedure at variance with that established by the 
Federal Property and Administrative Services Act of 1949 (63 
Stat. 377) for the reassignment, use, and disposal of excess and 
surplus Government property. 

In view of the foregoing, the Department of the Army recommends 
that the following be substituted as section 1 in lieu of amendment 
No. 1 and in lieu of the first portion of amendment No. 4: 


That in furtherance of the Oahe Dam and Reservoir Project as authorized by the 
Act of December 22, 1944 (58 Stat. 887, 891)— 

(a) Title to the entire interest in approximately 55,993.82 acres of land 
within the taking area described in this Act on the Standing Rock Reservation 
in South Dakota and North Dakota, in which Indians have a trust or re- 
stricted interest, is hereby taken by the United States for the Oahe project 
on the Missouri River and in consideration thereof the United States will 
pay to the Standing Rock Sioux Tribe and the individual Indian owners: 

(1) Out of funds available for the Oahe Dam and Reservoir project, a 
sum aggregating $1,952,040, to be disbursed in accordance with schedules 
prepared by the Missouri River Basin project investigation staff; and 

(2) Out of any money in the Treasury not otherwise appropriated, 
the amount of $______, which the Secretary of the Treasury is authorized 
and directed to deposit to the credit of the Tribal Council of the Standing 
Rock Sioux Tribe in settlement of all claims, rights, and demands of the 
tribe and individual Indians arising out of the taking under this Act, to 
be disbursed in accordance with the provisions of section 2 hereof. 

(b) Upon a determination by the Secretary of the Army, filed among the 
appropriate land records of the Department of the Interior within two years 
from the date of enactment of this Act, that any of the lands described in this 
Act are not required for Oahe project purposes, title to such land shal! be 
revested in the former owner. 

(c) If the Secretary of the Army determines that additional Indian lands, 
tribal or individual, within the Standing Rock Reservation are required for 
project purposes, he may acquire such lands by purchase with the approval 
of the Secretary of the Interior, or by condemnation. 


AMENDMENT No. 2 


SECTION 1 


Page 1, line 9: Insert, after the colon, the following: 


Provided, That the foregoing taking shall be without prejudice to the claims for 
compensation by the tribe and individual Indian owners for the loss of tax 
immunity attaching to the lands taken under this section. 


The tribe, the Department of the Interior, and the Department of 
the Army all agree. 
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AMENDMENT No. 3 
SECTION 1 


Page 1, line 9; page 2, lines 1-6: Strike the proviso beginning on 
page 1, line 9, to the end of section 1. No consent is required since 


section 1, as presently framed, constitutes a taking under the fifth 
amendment. 


The tribe, the Department of the Interior, and the Department of 
the Army all agree. 


AMENDMENT No, 4 
SECTION 2 


Strike this section and substitute the following: 


Sec. 2. The Secretary of the Army shall pay out of funds appropriated for 
the construction of the Oahe project the sum of $1,952,040, which is the amount 
the tribe, through its representatives, and the United States, acting through 
the Department of the Army, have agreed upon as just compensation for the 
interests taken under section 1 of this Act, and the further sum of $3,805,832 for 
indirect or intangible damages resulting from the aforesaid taking. Such pay- 
ments shall be in final and complete settlement of all claims, rights, and de- 
mands of the tribe and individual Indians arising out of the taking under section 
1 of this Act except the claims preserved by the agreement dated March 24, 1958, 
between the tribe and the United States, and shall be deposited to the credit of 
the Standing Rock Sioux Tribe in the Treasury of the United States to draw 
interest on the principal at the rate of 4 per centum per annum until expended. 
The sum of $1,952,040 shall be allocated in accordance with the tract and owner- 
ship schedules to be prepared by the Missouri River Basin investigation staff 
after consultation with the tribal council to correct known errors. The amounts 
allocated to the lands owned by individual Indians shall be credited to their 
respective individual Indian money accounts. No part of the compensation for 
the property taken by this Act shall be subject to any lien, debt, or claim of any 
nature whatsoever against the tribe or individual Indians except delinquent 
debts owed by the tribe to the United States or owed by individual Indians to 
the tribe or to the United States. 


The tribe and the Department of the Interior agree to this part of 
the amendment to section 2, except that the Department of the In- 
terior takes no position on the $3,805,832 figure. The Department 
of the Army takes no position on the $3,805,832 figure and, in addition 
objects to treating the so-called indirect damages as a part of compen- 
sation for the land and objects to charging them against the Oahe 
project (see Army’s comment on amendment No. 1). Both Depart- 
ments and the tribe agree on the $1,952,040 figure. 

The tribe’s version of the remainder of section 2, as to which there 
is disagreement, is as follows: 


One-half of the amount paid for indirect or intangible damages shall be consoli- 
dated with the rehabilitation appropriation authorized by section 5 of this Act 
and shall be expended in accordance with the provisions of section 5: Provided, 
That a sum not to exceed $726,546 shall be available from said remaining one-half 
to pay expenses, costs, losses, and damages of members of the tribe as a direct 
result of moving themselves and their possessions on account of the taking under 


section 1 of this Act. No part of such amounts shall be used for per capita 
payments. 
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The Department of the Interior’s version of the remainder of section 
2, as to which there is disagreement, is as follows: 
One-half of the amount allocated to the lands owned by the tribe and one-half of 
the amount paid for indirect or intangible damages shall be consolidated with the 
rehabilitation appropriation authorized by section 5 of this Act and shall be 
expended in accordance with the provisions of section 5: Provided, That a sum 
not to exceed $726,546 shall be available from said remaining one-half to pay 
expenses, costs, losses, and damages of members of the tribe as a direct result of 
moving themselves and their possessions on account of the taking under section 1 
of this Act. No part of such amounts shall be used for per-capita payments. 


For the tribe 


There is no disagreement between the Department of the Interior 
and the tribe on the proviso dealing with the $726,546. Army is not 
concerned. As to the first sentence, there is disagreement. The tribe 
does not believe Congress should compel it to pay one-half of the mone 
it receives for the taking of tribal land into the rehabilitation fund. 
If the tribe wishes to contribute to the rehabilitation, it may do so 
and probably will. But Congress ought not force the tribe to use its 
land proceeds in a particular way. 


For the Department of the Interior 
The Department of the Interior feels that, if Congress provides 


funds for a rehabilitation program, it should insist that a part of the 
tribal funds be used for the same program. 


AMENDMENT No. 5 
SECTION 8 


Strike this section and substitute the following: 


Sec. 3. The Secretary of the Army, out of funds appropriated for the construc- 
tion of the Oahe project, and not from funds provided by this Act, shall relocate 
and reestablish such Indian cemeteries, tribal monuments and shrines within the 
area taken under this Act as the Standing Rock Tribal Council shall select and 
designate, with the approval of the Secretary of the Interior. 

The tribe, the Department of the Interior, and the Department of 
the Army all agree. 

AMENDMENT No. 6 


SECTION 4 


Strike this section and substitute the following: 


Sec. 4. The Secretary of the Army is authorized and directed, out of funds 
appropriated for the Oahe project, to protect, replace, relocate, or reconstruct any 
existing essential agency facilities on the Standing Rock Sioux Reservation, includ- 
ing schools, hospitals, service buildings, agents’ and employees’ quarters, roads, 
bridges, and incidental matters or facilities in connection therewith, which the 
Secretary of the Interior determines will be impaired by the construction of 
the Oahe project. 


The tribe, the Department of the Interior, and the Department 
of the Army all agree. 
AMENDMENT No. 7 


SECTION 5 


Page 4, lines 11-21: Strike these lines and substitute the following: 


Src. 5. There is authorized to be appropriated the further sum of $8,500,000, 
which further sum shall be deposited in the Treasury of the United States to the 
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credit of the Standing Rock Sioux Tribe to draw interest on the principal at the 
rate of 4 per centum per annum until expended for the purpose of developing 
individual and family plans, relocating, reestablishing, and providing other as- 
sistance designed to help improve the economic and social conditions of all recog- 
nized members of the Standing Rock Sioux Tribe regardless of residence on the 
reservation: 

The tribe and the Department of the Interior agree, except that 
the Department of the Interior takes no position on the dollar figure. 
The Department of the Army is not concerned with this provision 
of the bill. 


AMENDMENT No. 8 
SECTION 5 


Page 4, lines 21-25: Strike the proviso and substitute the following: 


Provided, That such fund may be expended in accordance with plans and pro- 
grams approved both by the tribal council and the Secretary of the Interior: 


The tribe and the Department of the Interior agree. The Depart- 
ment of the Army is not concerned with this provision of the bill. 


AMENDMENT No. 9 
SECTION 5 


Page 4, line 25, to page 5, line 3: Delete the proviso. 


The tribe, the Department of the Interior, and the Department of 


the Army all agree. 


AMENDMENT No. 10 
SECTION 6 


Strike this section and substitute the following: 


Sec. 6. All minerals, including oil and gas, within the area taken by this Act 
shall be and hereby are reserved to the tribe or individual Indian owners as their 
interests may appear, but the exploration, exploitation, and development of the 
minerals, including oil and gas, shall be subject to all reasonable regulations which 
may be imposed by the Secretary of the Army for the protection of the Oahe 
project. 

The tribe, the Department of the Interior, and the Department of 
the Army all agree. 


AMENDMENTS No. 11 Aanp No. 11-A 
SECTION 7 
[This is a substitute for the present sec. 9 of the bill] 


Substitute the following: 


Sec. 7. Members of the tribe now residing within the taking area of the project 
shall have the right without charge to remain on and use the lands taken by this 
Act until required to vacate in accordance with the provisions of this Act. 


The tribe, the Department of the Interior, and the Department of 
the Army all agree. 
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AMENDMENT No. 12 
SECTION 8 
[This is a substitute for the present sec. 7 of the bill] 


Substitute the following: 


Sec. 8. Up to sixty days before the individual landowners are required to 
vacate the land in accordance with the provisions of this Act, they shall have 
the right without charge to cut and remove all timber from their respective lands 
and to salvage the improvements on their respective lands but, if said rights are 
waived or not exercised within the time limit herein specified, the tribe, through 
the tribal council, may exercise the rights: Provided, That the salvage permitted 
by this section shall not be construed to be a part of just compensation. 


The tribe, the Department of the Interior, and the Department 
of the Army all agree. 


AMENDMENT No. 13 
SECTION 9 


{This is a renumbering ot the present sec. 8 of the bill, with minor language 
changes] 


Sec. 9. The United States recognizes that a hazard to livestock is created by 
the rise and fall of the waters to be impounded in Oahe Reservoir and that the 
hazard is not subject to exact determination at this time. All hazards which 
may develop when the annual rise and fall of the Oahe Reservoir can reasonably 
be determined shall be met by the United States by such protective measures as 
may be necessary to minimize losses to the tribe and its members as to livestock 
only. 


The Department of the Interior and the Department of the Army 
object to this section and ask that it be stricken or that it be revised 
to indicate more precisely what is intended. It is the tribe’s view 
that, if it retains the exclusive right to graze stock between the water 
line and the taking line in section 11 of the bill, this section may be 
deleted. 


AMENDMENT No, 14 
SECTION 10 


Strike this section and substitute the following: 


Sec. 10. (a) Except as provided in subsection (b), the schedule under which 
the tribe and the members thereof shall vacate the taking area shall be as follows: 
(1) Little Eagle and Wakpala districts, within eight months from the date 
of this Act; 
(2) Kenel district, within twelve months from such date; 
(3) Agency district, within eighteen months from such date, and 
(4) Cannonball district, within twenty-four months from such dat 
(b) The Chief of Engineers, subject to approval by the Secretary of the Interior, 
may make such changes in the schedule provided in subsection (a) of this section 
as he deems necessary, except that, in any event, all lands within the takeng 
area shall be vacated within two vears after that date on which the Missouri 
River is diverted through the tunnels at the Oahe Dam or such prior date as the 
Chief of Engineers may fix, with the approval of the Sectetary of the Interior 


The tribe, the Department of the Interior, and the Department of 
the Army all agree. 








REHABILITATION OF STANDING ROCK SIOUX INDIANS 29 


AMENDMENT No. 15 


SECTION 11 
There is no agreement on this section. 
For the tribe 


Access.—Under the Cheyenne River Act (sec. X), the Cheyenne 
Tribe was given “‘without cost, the right of free access to the shoreline 
of the reservoir.” Section 11 of H. R. 6075 requests the same right 
for the Standing Rock Sioux. The Cheyenne River Reservation is 
contiguous to the Standing Rock Reservation on the south. The 
same Missouri River fronts both reservations. We can see no reason 
why Indians should be denied free access to the lands of the United 
States within their reservation or, more particularly, why Indians on 
one reservation (Cheyenne River) should be given the right. while it 
is denied to Indians on a contiguous reservation living next door. 
This would be discrimination. Furthermore, the Standing Rock Tribe 
owns land between the Government’s land and the eastern boundary 
of the reservation. The Standing Rock Tribe owns the bed of the 
Missouri. The Cheyenne River gave up the bed of the Missouri; 
yet they received free access across the taking area to the shoreline. 

2. Grazing.—The tribe feels that it should be entitled to the same 
right to graze as the Cheyenne River Tribe was given on contiguous 
lands to the south which adjoin the Standing Rock Reservation 
(Cheyenne River Act, sec. X). To deny the right to the Standing 
Rock people would be discriminatory. Moreover, if the Department 
of the Army is permitted to lease the land between the taking line 
and the reservoir water level to non-Indians, many conflicts will arise 
between Indian owners and Army’s lessees because the boundary of 
the land under the jurisdiction of the Department of the Army is not 
defined and is not fenced. Moreover, it introduces another Govern- 
ment agency with different regulations onto the reservation. The 
grazing should be for the benefit of the tribe under the administration 
of a Department of the Interior. 

Hunting and fishing —The bill preserves the treaty right to 
iat and fish and the tribe does not wish any change. The bed of 
the Missouri River is owned by the tribe. The Corps of Engineers 
elected not to acquire the bed of the Missouri River. The tribe offered 
to sell it for $133,380 for 22,230 acres, and the offer still holds. The 
bed of the Missouri River continues to be a part of the reservation 
and marks the eastern bound of the reservation. The entire reserva- 
tion area is subject to the treaty right to hunt and fish. This is not 
to say that the treaty right to hunt and fish carries the right to use 
another’s land for that purpose. But it does mean that State con- 
servation laws do not apply to Indians who hunt and fish within the 
limits of the reservation, even though the particular land on which 
the Indian hunts or fishes is not trust or restricted. The treaty right 
to hunt and fish is reservation-wide. It is not limited to land held 
in trust or restricted status. We do not agree with the Department’s 
statement that the treaty right to hunt and fish is limited to restricted 
or trust land. The treaty right does not depend on title. It is co- 
extensive with the tribe’s sovereignty over its own people—and that 
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means anywhere on the reservation. The treaty right should extend 
to the Oahe project lands within the exterior limits of the reservation 
owned by the United States, just as it does to other lands owned by 
the United States (e. g., submarginal lands or lands used for agency 
purposes) within the boundary of the Standing Rock Reservation. 
rt Ty > ‘ . . 
he United States ought not breach its treaty guaranty for hunting 
and fishing just because it is buying lands from the Indians. 


For the Department of the Interior 


The Fort Berthold Act of October 29, 1949 (63 Stat. 1026), did not 
contain a section of this subject. The Cheyenne River Act of Septem- 
ber 3, 1954 (68 Stat. 1191), did contain a section that was similar, 
but not identical, to the one contained in the Standing Rock bill. 
During the 84th Congress, a bill (H. R. 9324) was introduced to give 
the Fort Berthold Indians grazing, access, hunting, and fishing rights 
similar to those given to the Cheyenne River Indians. That bill was 
not enacted. 

The Department of the Interior has recommended language for the 
Standing Rock bill that it worked out in the light of the subcom- 
mittee discussions when H. R. 9324, 84th Congress, was under dis- 
cussion for the Fort Berthold Indians. It has recommended the 
same language for the pending Crow Creek and Lower Brule bills 
(H. R. 10786 and H. R. 6074) and those two tribes have agreed to 
the language. 

With respect to grazing, the Standing Rock Indians would be 
given @ use privilege, rather than a compensable right, without cost, 
but the use privilege would not be exclusive. To the extent it is not 
used by the Indians, the grazing resources could be leased by the 
Corps of Engineers to others. 

With respect to hunting and fishing, the Indians would be subject 
to regulations that are applicable to everyone else. Although the 
Indians have a treaty right to hunt and fish within the reservation, the 
Department believes that the treaty would not be construed to give 
the Indians the right to hunt and fish on lands after they have been 
sold by the Indians to the United States. The United States may 
grant that privilege or withhold it without in any way breaching the 
treaty. Whether Congress should give the Indians the right to come 
on lands bought by the Corps of Engineers for a Federal project, for 
the purpose of hunting and fishing without regard to the law that is 
applicable to other citizens, is a policy matter that is not controlled 
by the treaty provision giving the Indians the right to hunt and fish 
on lands set aside for the Indians’ use. 

With respect to access to the area for purposes other than grazing, 
hunting, and fishing, the Department believes that there is no need 
for any provision at all. 

For the Department of the Army 


While, as indicated in the discussion under amendment No. 1, the 
Department of the Army believes that intangible and indirect damages 
cannot be determined with any degree of accuracy, it invites the 
committee’s attention to the fact that the tribe’s plea for recognition 
of this item was based primarily on its claim that the Indians rely on 
the reservation’s natural resources, which would be denied to them 
by the taking. Therefore, if any payment is authorized in addition 
to the “just compensation” guaranteed by the fifth amendment to the 
Constitution, the Department of the Army suggests that the com- 
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mittee consider the extent to which that payment is intended to 
compensate the Indians for the loss of river access and of grazing, 


hunting and fishing rights. 


The m4 partment of the Army also refers to— 
The taking of lands of the Fort Berthold Tribe at the 
‘ieaaiaan Dam and Reservoir project (63 Stat. 1026), where no 
rights comparable to those proposed in section 11 were granted to 


the Indians; and 


2. The taking of lands of the Cheyenne River Tribe for the 
Oahe project (68 Stat. 1191), where some analogous, but not 
identical, rights were granted to the Indians as set forth below 
in comparison with those now requested by the Standing Rock 


Tribe. 


(a) Proposed exclusive right to graze.— 


The tribe requests: 


Subject to * * * reasonable regula- 
tions * * * for the protection and use 
of the taking area for the purposes of 


The Cheyenne River Act pro- 
vides: 
The said Indian tribe and the members 


thereof shall have the right to graze 
stock on the land between the level of 


the Oahe project, the tribe shall con- 
tinue to have the exclusive right to 
graze stock on the land between the 
water level of the reservoir and the 
taking area * * * without charge by 
the United States 


the reservoir and the taking line 


This provision precludes the normal method of making lands avail- 
able for lease on a competitive bid basis after the first 5-year period 
during which a priority is afforded to the former owner. Also, the 
section as written would grant to the Indians a right to graze on lands 
they do not own now and, to that extent, therefore, w ould not “con- 
tinue” a prior right. 

If the committee deems it to be in the public interest to grant to the 
Indians of the Standing Rock Reservation a right similar to that 
granted the Indians of the Cheyenne River Tribe, the section should be 
amended to (1) eliminate the proposed exclusive right of the Indians to 
graze stock; and (2) provide that the regulations to be imposed should 
be for the protection of the project rather than for the protection (only) of 
the taking area for the purposes of the project. 

(6) Proposed free access to the shoreline of the reservoir —This portion 
of the requested section is similar to the language of the Cheyenne 
River Act with the significant difference that the Standing Rock 
Indians are asking for an unrestricted right of free access while the 
Cheyenne River Indians’ right is— 
subject, however, to regulations governing the corresponding use 
of the United States. 

(c) The right to hunt and fish.— 

The tribe requests: 


by other citizens 


The Cheyenne River Act pro- 
vides: 
And nothing in this Act The right to hunt 
the treaty right to hunt 
on the taking area 


shall impair 
and fish in and 
and reservoir 


and fish in and on 
the aforesaid shoreline and reservoir, 
subject, however, to regulations gov- 
erning the corresponding use by other 
citizens of the United States. 


The Department of the Army does not agree with the tribe’s con- 
tention that its alleged ownership of the bed of the Missouri River 
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carries a ‘“‘treaty-protected right to hunt and fish.” However, the 
acquisition of whatever interest the Indians may have in the bed of 
the Missouri River is not contemplated by the Department of the 
Army since the navigation servitude vested in the United States is 
superior to whatever rights the Indians may have. 
As indicated in the comments under amendment No. 1, if the com- 
mittee recommends payments above “just compensation,” it would 
appear to be in the national interest to consider the extinguishment 
of whatever rights the Indians may have in the bed of the Missouri 
River and thereby eliminate a source of possible future controversy 
and litigation. 


H. R. 6075 
AMENDMENT No. 16 
SECTION 12 


Strike this section and substitute the following: 


Sec. 12. For the purposes of (1) providing substitute land for individual 
Indians whose land is within the taking area, (2) consolidating land holdings, and 
(3) eliminating fractionated heirship interests within the reservation, the Secretary 
of the Interior is authorized to purchase, with funds made available by such 
individual Indians or by the tribe, land or interests in land, and to sell tribal 
land upon request of the tribe, but no service charge shall be made by the United 

| States. The land selected by and purchased for individual Indians may be either 
inside or outside the boundaries of the Standing Rock Sioux Reservation as 
diminished. Title to any land or interests in land acquired within the boundaries 
of the reservation shall be taken in the name of the United States in trust for the 
tribe or the individual Indian for whom the land is acquired, and title to any 
land or interests in land acquired outside the boundaries of the reservation shall 
be taken in the name of the individual for whom it is acquired. Trust titles shall 
be subject to the laws and regulations applicable to other trust titles within the 
reservation. 

For the purposes of this section, the Secretary of the Interior is also authorized 
to partition or sell individually owned land in which all interests are in a trust or 
restrictive status upon request of the owners of not less than a 25 per centum 
interest in the land. Any such sale shall be by competitive bid, except that with 
the concurrence of the owners of not less than a 25 per centum interest in the land, 
any owner of an interest in the land, or the tribe, if the land is within the Standing 
Rock Sioux Reservation, shall have the right to purchase the land within a rea- 
sonable time fixed by the Secretary prior to a competitive sale at not less than its 
appraised value. If more than one preference right is exercised, the sale shall be 
by competitive bid, limited to the tribe and to the persons entitled to a preference. 
The Secretary of the Interior may represent for the purpose of this paragraph 
any Indian owner who is a minor, or who is non compos mentis, or under any other 
legal disability, and, after giving reasonable notice of a proposed sale by publi- 
cation, may represent an Indian owner who cannot be located, and he may 
execute any title documents necessary to convey a marketable and recordable 
title. 

Nothing in this section shall be construed to diminish the authority to acquire, 
sell, or exchange land that is contained in other provisions of law. 


The tribe and the Department of the Interior agree. The Depart- 
ment, of the Army is not concerned with this matter. 
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H. R. 6075 
AMENDMENT No. 17 
SECTION 14 


Strike all of this section and substitute the following: 


Sec. 14. The Secretary of the Treasury, upon certification by the Secretary 
of the Interior, shall reimburse the Standing Rock Sioux Tribe for fees and 
expenses incurred in connection with the taking of Indian lands within the 
Standing Rock Sioux Reservation for the Oahe project: Provided, That such 
reimbursable fees and expenses do not exceed in the aggregate $135,000: Provided 
further, That attorney fees shall be paid under the terms of a contract approved 
by the Secretary of the Interior. 


The tribe, the Department of the Interior, and the Department of 


the Army all agree on the language. Neither Department expresses 
any view as to the dollar figure. 


H. R. 6075 
AMENDMENT No. 18 
SECTION 15 


Strike this section and substitute the following: 


Sy 


gc. 15. Any individual member of the Standing Rock Sioux Tribe shall have 
the right to reject the sum tendered to him as payment in accordance with the 
schedules to be prepared by the Missouri River Basin investigation staff by filing 
a notice of rejection with the Chief of Engineers, United States Army, Washington, 
District of Columbia. If the land of any Indian rejecting payment is included in 
condemnation proceedings heretofore instituted, the court in those proceedings 
shall proceed to determine the just compensation to which the individual is entitled 
and, if the land is not included in such condemnation proceedings, jurisdiction is 
hereby conferred upon the United States District Court for the District of South 
Dakota, or the United States District Court for the District of North Dakota, as 
the case may be, to determine just compensation in accordance with procedures 
applicable to the determination of just compensation in condemnation proceedings, 


The tribe, the Department of the Interior, and the Department of 
the Army all agree. 


H. R. 6075 
AMENDMENT No. 19 
SECTION 16 


Strike this section and substitute the following: 


Sec. 16. There is hereby authorized to be appropriated such amounts as may 
be necessary for the purposes of this Act. 


The tribe, the Department of the Interior, and the Department of 
the Army all agree. 








| 
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AMENDMENT No. 20 
SECTION 17 


Page 11, line 17: Strike all of section 17 and substitute the following: 


Sec. 17. Subject to the provisions of section 1 of this Act, the taking area 
referred to in this Act and the land for which the compensation of $1,952,040 has 
been allowed under section 2 of this Act, containing approximately 55,993.82 
acres, is the land defined in Report Numbered 134, Missouri River Basin Investi- 
gation Project, and delimited on a map entitled “‘Map Showing Tribal and 
Individual Indian Restricted and Trust Land of the Standing Rock Sioux Reser- 
vation Acquired by the United States for the Oahe Project and Forming the 
Basis for the Agreed Sale Price of $1,952,040 Under an Agreement Dated March 
24, 1958, Between the United States and the Standing Rock Sioux Tribe’’ on file 
in the Bureau of Indian Affairs. 


The tribe and the Department of the Interior agree on the language. 
It is the tribe’s view that the property interests sold and bought for 
$1,952,040, are those interests valued by the MRBI. 

The Department of the Army does not desire to encumber the act 
with lengthy descriptions but recognizes that at the present time the 
Indian lands required for the Oahe project cannot be defined precisely 
and with exactitude. The suggested language of section 17 is a tenta- 
tive solution based on the fact that known requirements for the 
project are all lands below elevation 1,620 blocked out in 10-acre sub- 
divisions. Also, see in this connection proposed section 1 (Amend- 
ment No. 1) under which the tribe seeks to provide that lands errone- 
ously taken from individual Indians should be turned over to the tribe. 


AMENDMENT No. 21 
SECTION —— 


Add a new section as the last section of the bill, as follows: 


Sec. —. All funds authorized by this Act paid to the tribe and individual 
Indians shall be exempt from all forms of State and Federal taxation. All per- 
sonal property belenging to the tribe or individual Indians which is located on or 
produced from trust or restricted lands within the reservation and all income 
derived therefrom shall be exempt from all forms of State and Federal taxes as 
long as the land remains in a trust or restricted status. 


The tribe is of the view that this is expressive of existing law. 
Recent assertions of the Federal Internal Revenue Service make it 
advisable that any doubt be settled as to the tax immunity of restricted 
property and the income derived from it. 

The Department of the Interior is not prepared to take a position 
on the matter at this time. 

The Department of the Army is not concerned with the matter. 
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Untrep Srates District Court, District or Sourn Dakota, 
NorTHERN DIvIsion 


Civil No. 722 N. D. Tract R—1825 


United States of America, plaintiff, v. 2005.32 acres of land, more or 
less, situate in Corson County, South Dakota; and Sioux Indians of 
Standing Rock Reservation, et al., and Unknown Owners, Defendants 


MEMORANDUM DECISION 


Hon. Clinton G. Richards, United States Attorney, and Messrs. 
H. R. Jackson and Robert L. Jones, Assistant United States Attorneys, 
of Sioux Falls, South Dakota, appeared i in behalf of the plaintiff; and 

Mr. Marvin J. Sonosky, of Washington, D. C., appeared in behalf 
of the Standing Rock Sioux Tribe. 

As a part of the land acquisition program for the Oahe Dam and 
Reservoir project, the United States of America by the Secretary of 
the Army has commenced condemnation proceedings against 6.45 
acres of Indian tribal land, designated as Tract R-1825, belonging 
to the Standing Rock Sioux Indian Tribe and located on the Standing 
Rock Indian Reservation in South Dakota. The matter before the 
court is a motion by the Tribe to dismiss the complaint in condemna- 
tion and the declaration of taking as to this tract on the grounds 
that Congress has not authorized the condemnation of tribal lands 
on the Standing Rock Reservation. Although the amount of land 
here involved is not large, the matter has considerable significance 
because the Oahe project will eventually require large acreages of 
tribal and allotted Indian lands. The pending motion has been 
argued orally to the court, and briefs have been submitted by counsel 
on both sides. 

The land in question is part of a vast reservation set aside for the 
Sioux Nation by a treaty between the United States and the Sioux 
on April 29, 1868, 15 Stat. 635. By Article 2 of that treaty, the 
United States agreed that the reservation land was— 


set apart for the absolute and undisturbed use and occupation of the Indians. 


Under Article 11 of that treaty, the Tribe agreed to relinquish all 
right to permanently occupy land outside the reservation, and further 
agreed not to object to the construction of— 


railroads, wagonroads, mail-stations, or other works of utility or necessity which 
may be ordered or permitted by the laws of the United States. 

A proviso of Article 11 stated that, in the event such roads or other 
works were constructed on reservation land, the amount of damages 
would be assessed by three commissioners, one of whom was to be a 
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chief of the Indians. Also pertinent to the rights of the Indians to 
the reservation land was Article 12, which stated: 

No treaty for the cession of any portion or part of the reservation herein de- 
scribed which may be held in common shall be of any validity or force as against 
the said Indians, unless executed and signed by at least three-fourths of all the 
adult male Indians, occupying or interested in the same. 

By the subsequent treaties of 1877, 19 Stat. 254, and 1889, 25 
Stat. 888, the original reservation was reduced and formed into 
separate reservations, one of which was the present Standing Rock 
Reservation. Both of these later treaties, by Article 8 of the 1877 
treaty and by Section 19 of the 1889 treaty, kept the above-men- 
uoned provisions of the 1868 treaty in force. 

In addition to the provisions of the 1868 treaty, the following 

statute has importance in relation to the subject of the alienation of 
Indian lands: 
No purchase, grant, lease, or other conveyance of lands, or of any title or claim 
thereto, from any Indian nation or tribe of Indians, shall be of any validity in 
law .or equity, unless the same be made by treaty or convention entered into 
pursuant tothe Constitution. (25 U. 8. C. A. sec. 177). 

The question presented by this motion, therefore, is whether, in 
view of this legislation and ‘the treatv provisions, considered in the 
light of the history of Congressional and judicial treatment of Indians, 
the Secretary of the Army has sufficient authorization from Congress 
to acquire this tribal land by condemnation. 

Certain principles of law are not disputed by either the Tribe or 
the Government, but a recitation of these principles will assist in plac- 
ing the issue here in its proper perspective. The right of eminent 
domain, which is the power to take private property for public use, 
is an inherent incident of sovereignty requiring no constitutional 
recognition, and the provision of the Fifth Amendment to the federal 
Constitution that just compensation be paid for property taken is 
merely a limitation upon the use of that right (United States v. Jones, 
109 U.S. 513 (1883); United States v. Federal Land Bank of St. Paul, 
8 Cir. 1942, 127 F2d 505, 508). The right to authorize the exercise 
of eminent domain lies only in the Congress, and an agency or officer 
of the United States may take property only to the extent of the 
Congressional authorization (United States v. North American Trans- 
portation and Trading Co., 253 U.S. 330 (1920); United States v. Welch, 
327 U.S. 546 (1946) ; Youngstown Sheet & Tube Co. v. Sawyer, 343 U.S. 
579 (1952)). Congress has the power to authorize the taking of 
Indian tribal lands “(C herokee Nation v. Southern Kansas Ry. Co., 135 
U.S. 641 (1890)). Where there is a treaty with Indians which would 
otherwise restrict the Congress, Congress can abrogate the treaty in 
order to exercise its sovereign right (Thomas v. Gay, 169 U. S. 264 
(1898); Choate v. Trapp, 224 U.S. 665 (1912)). 

It is obvious, then, that C onaeese has the authority to condemn the 
tract in this case, and this can be done even though it is in abrogation 
of the treaty provisions. But this is not to say ‘that the treaty pro- 
visions are to be ignored, but instead it is to require that there be clear 
Congressional action which indicates an intention to abrogate the 
terms of the treaty. Manifestly, this must be so if the treaty is to 
have any meaning at all. By the very existence of the treaty, pro- 
viding that the reservation land be set aside “for the absolute and un- 
disturbed use and occ upancy of the Indians’ and that there be no 
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cession of the land except with the consent of three-fourths of the 
adult male Indians, a special situation has been created which requires 
different treatment for this Indian land than for non-Indian land. 
Non-Indian land is not held by virtue of such a treaty, nor has it been 
acquired under the circumstances in which these treaties have been 
made. The minimum meaning of these treaty provisions, containing 
solemn promises to the Indian people by the government of the United 
States, is that they stand as the highest expressions of the law regard- 
ing Indian land until Congress states to the contrary. The Indians 
are entitled to depend on the fulfillment of the terms of the treaty 
until the Congress clearly indicates otherwise by legislation. In any 
any such enactment, Congress, as the guardian of the Indians, ordi- 
narily makes ample provision for the mterest of its wards. This 
places no unconscionable burden on the United States nor in any way 
impairs its sovereignty over the Indians, but merely requires a recog- 
nition of the special situation of the Indians. As will be pointed out 
herein, the Congress, over a long period of time, has acted constantly 
in accord with this requirement. 

In its complaint and its declaration of taking, the Government cites 
five statutes to show the authority under which it is attempting to 
condemn this tract of tribal land. Since the established rule is that 
the party seeking to exercise the right of eminent domain has the 
burden of showing his authority (1 Nichols on Eminent Domain, sec. 
3.213) and the existence of the 1868 treaty necessitates a Congres- 
sional intention to abrogate the applicable provisions of that treaty, 
the burden is on the Government in this case to show that one or 
more of these five statutes indicate a Congressional intention to abro- 
gate the treaty provisions, thereby giving the Government the re- 
quisite authority to condemn the land. 

The first statutes cited in the complaint are title 33, United States 
Code Annotated, section 591, and title 33, United States Code Anno- 
tated, section 701. Section 591 empowers the Secretary of the Army 
to acquire lands by condemnation for river and harbor projects “for 
which provision has been made by law.” Section 701 extends this 
power to flood-control projects. Unquestionably, the two statutes 
form the basis of the condemnation authority possessed by the Secre- 
tary of the Army in acquiring ordinary lands in the prosecution of such 
projects. However, by no stretch of the imagination can it be said 
that Congress, in the enactment of these laws, had in mind the specific 
situation of the Standing Rock tribal lands, or even Indian lands in 
general. 

The principal statute upon which the Government relies is the 
Flood Control Act of 1944 (58 Stat. 887). Section 9 (a) of this act 
gave general approval to the prosecution of designated plans for the 
development of the Missouri River Basin program. There is no 
mention of Indian lands in the act itself, but the Government calls 
attention to an excerpt from one of the Senate and House documents 
which contained the designated plans: 

The proposed reservoirs will inundate Indians lands at several points. The 
estimates submitted on the overall costs of the projects include funds to cover the 
cost of taking such lands and buildings, including relocation of burial grounds. It 
is to be understood, therefore, that approval of this plan includes authority for the 
Indians through their tribal councils, with the approval of the Secretary of the 
Interior, to convey and relinquish such property to the United States, and author- 
ity for the Secretary of War to enter into appropriate agreements with the Secre- 
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tary of the Interior and the Indian tribes concerned for the payment of the 
fair value of the property taken, or for the contribution of a sum approximating 
such value toward locating or constructing or toward relocating or reconstructing 
buildings, works, facilities, or water projects in the vicinity of the Missouri River 
or its tributaries (S. Doc. 247, 78th Cong., 2d sess., p. 4). 

This portion of the Senate document was an excerpt from a letter 
sent by the Chief of Engineers to the Chairman of the Committee on 
Flood Control of the House of Representatives. While we agree with 
the Government that this letter plainly discloses that Congress was 
aware that Indian lands would be acquired in the proposed projects, 
this court cannot hold that such an awareness or knowledge on the 
part of Congress indicates an intention to authorize condemnation 
proceedings as the method of acquiring these Indian lands. To the 
contrary, this letter indicates that Congress recognized the special 
situation regarding the Indians, and desired that some mutually 
agreeable plan be worked out for the acquiring of these lands. This 
letter contemplates no more than voluntary negotiations, with no 
implication of what proceedings might be taken in the event of the 
failure of such negotiations. As will be pointed out infra, Congress 
subsequently followed the thinking expressed in this letter by pro- 
viding for specific voluntary negotiations to be made in relation to 
tribal lands on the Standing Rock Reservation and on other reserva- 
tions. The Flood Control Act of 1944 cannot be the legislation 
necessary to authorize the taking of Indian tribal lands unless it could 
be held that a general law approving a series of particular projects can 
be applied to specific Indian lands which are bound by treaty. We 
believe such a holding to be untenable. General legislation is not 
sufficient to include Indian tribal lands. 

The fourth statute cited in the complaint is the Public Works 
Appropriation Act of 1956, 70 Stat. 474, 480. This is no more than 
an appropriation act limited to “projects authorized by law,” and adds 
nothing to the 1944 Flood Control Act insofar as authority to take 
Indian tribal lands is concerned. 

The last statute, which is cited in the declaration of taking, is the 
Declaration of Taking Act, 40 USCA 258a. This law merely pro- 
vides for the procedure in condemnation suits and does not authorize 
the taking of Indian tribal lands by condemnation. 

Since all of the authorities relied upon by the Government are general 
statutes which do not refer to Indian lands, it is important to note that 
the Supreme Court has frequently held that general legislation does 
not apply to Indians. The rule is well stated in Elk v. Wilkins 
(112 U. S. 94 (1884)), where an Indian’s claim to United States 
citizenship on the basis of being a “person born * * * in the United 
States’ within the meaning of the Fourteenth Amendment was 
rejected in the following language: 

The Indian tribes, being within the territorial limits of the United States, were 
not, strictly speaking, foreign States; but they were alien nations, distinct political 
communities, with whom the United States might and habitually did deal, as they 
thought fit, either through treaties made by the President and Senate, or through 
acts of Congress in the ordinary forms of legislation. The members of those 
tribes owed immediate allegiance to their several tribes, and were not part of the 
people of the United States. They were in a dependent condition, a state of 
pupilage, resembling that of a ward to his guardian. Indians and their property, 
exempt from taxation by treaty or statute of the United States, could not be 
taxed by any State. General acts of Congress did not apply to Indians, unless so 


expressed as to clearly manifest an intention to include them (emphasis added) 
(112 U.S. at pp. 99, 100). 
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In addition to the numerous authorities which are cited therein to 
support this statement of the law, see the following decisions subse- 
quent to the Elk case: United States v. Rickert (188 U.S. 432 (1903)); 
Choate v. Trapp (224 U. S. 665 (1912)); Squire v. Capoeman (351 
U.S. 1 (1956)); Lewellyn v. Colonial Trust Co. (3 Cir. 1927, 17 F. 2d 
36) ; McCandless v. United States (3 Cir. 1928, 25 F. 2d 71); Chouteau v. 
Commissioner of Internal Revenue (10 Cir. 1930, 38 F. 2d 976; 340 Op. 
A. G. 439, 444 (1925)). These authorities clearly point out that, 
because of the peculiar situation of the Indians which has resulted in a 
guardian-ward relationship with our country, Congress, in the enact- 
ment of legislation, is obliged to indicate when such legislation is 
intended to be applied to Indians and their property. 

That Indians are the subject of special legislation is particularly 
evident from the existence and content of title 25, Indians, of the 
United States Code. Contained there is a myriad of laws pertaining 
to the protection and education of Indians, agreements with Indians 
and the performance by the United States of obligations thereunder, 
Indian agencies, and six chapters of laws having as their principal 
subject, Indian lands. 

Although we have occasionally used the term “Indian lands,” 
the case at bar involves only “Indian tribal lands’”’ as distinguished 
from “Indian allotted lands.” Of signal importance, then, is the 
fact that Congress has seen fit to specifically provide by statute that 
lands allotted in severalty to Indians could be condemned for public 
ree (Act of March 3, 1901, 31 Stat. 1084, 25 U.S. C. A., See. 357). 

ut the passage of this act only serves to emphasize that no compa- 
rable authority to condemn “Indian tribal lands’’ has ever been given. 
The very existence of this act allowing condemnation of Indian 
allotted lands is graphic evidence that Congress itself felt it necessary, 
because of the provisions of the various treaties and legislation pro- 
hibiting alienation of Indian lands, to clearly provide the right to 
condemn Indian allotted lands. 

Even more significant is the following record of Congressional 
dealings with Indian tribal lands, many of these acts being in con- 
nection with the Missouri River Basin program: 

(1) Act of August 19, 1937 (ch. 702, 50 Stat. 700), wherein the 
Secretary of the Interior is authorized to acquire tribal lands on the 
Shoshone Indian Reservation for the Wind River irrigation project in 
Wyoming, with the deposit of certain funds by the Government to 
operate as an extinguishment of all right, title, and interest the Indians 
possess in the land; 

(2) Act of July 8, 1940 (ch. 552, 54 Stat. 744), providing outright 
that all right, title, and interest of the Indians in the tribal and allotted 
lands of the Fort Mohave Indian Reservation in Arizona and the 
Chemehuevi Reservation in California, as designated by the Secretary 
of the Interior, is granted to the United States for the Parker Dam 
and Reservoir project, with the Secretary of the Interior given the 
authority to determine the amount of compensation; 

(3) Act of May 2, 1946 (ch. 247, 60 Stat. 160, 167), which pro- 
hibited expenditures of appropriations for the Garrison Dam and 
Reservoir project, a part of the Missouri River Basin program, until 
the Secretary of War, through the Secretary of the Interior, had 
selected and offered to the Three Affiliated Tribes of the Fort Berth- 
hold Reservation, land comparable in quality and sufficient in area 
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to compensate the tribes for lands on the reservation which would be 
flooded; 

(4) Joint Resolution of October 29, 1949 (ch. 790, 63 Stat. 1026). 
providing for negotiations by Government officers with the Three 
Affiliated Tribes of the Fort Berthhold Reservation for payments for 
allotted and tribal lands to be taken, and further providing that, 
upon the rejection of the Government appraisal, the Department of 
the Army shall institute condemnation proceedings; 

(5) Act of July 18, 1952 (ch. 946, 66 Stat. 780), wherein the Sec- 
retary of the Interior, for a reasonable consideration not to exceed 
a certain amount, is authorized to convey to the United States 
property and rights of the Shoshone and Arapaho Indian Tribes 
needed by the United States for the Boysen Unit of the Missouri 
River Basin program; 

(6) Act of September 3, 1954 (ch. 1260, 68 Stat. 1191), providing 
for the ratification by Congress and by three-fourths of the adult 
Indians of the Cheyenne River Indian Reservation of a certain agree- 
ment for payment of compensation for tribal and allotted lands 
required to be taken for the Oahe Dam and Reservoir project and for 
payment for the costs of relocation of the members of the tribe and 
their property, and that upon such ratification the agreement acts as 
a conveyance of the lands to the United States; 

(7) Act of August 3, 1956 (ch. 931, 70 Stat. 987), authorizing the 
Shoshone and Arapaho Tribes of the Wind River Reservation to 
convey their interest in certain tribal land to the United States for a 
sum mutually agreeable to the Tribes and the Secretary of the 
Interior, with the provision that in the event of a failure to agree on 
a price, the Secretary shall report the same to Congress and, thirty 
days afterwards, proceed to acquire the land by eminent domain. 

The above list of enactments is not meant to be exhaustive, but 
does fairly represent the legislative pattern of dealing individually 
with Indian lands where the same are required for public projects. 
It is particularly significant that in several of the acts, the Congress 
has specifically provided for the institution of condemnation proceed- 
ings in the event of the failure of voluntary negotiations. 

Of particular importance in this case is the Act of September 30, 
1950 (ch. 1120, 64 Stat. 1093), which authorized and directed the 
Chief of Engineers and the Secretary of the Interior to “negotiate 
contracts’ with the Sioux Indians of the Standing Rock and Cheyenne 
River Reservations for the conveyance of the Indians’ interests in 
tribal and allotted lands required for the Oahe project and for the 
payment of just compensation for the land to be taken together with 
payment of the costs of relocating and reestablishing the tribes and 
their individual members. The act further provided that any such 
contracts negotiated should be submitted to Congress within eighteen 
months (extended to twenty-eight months by Act of April 8, 1952, 
ch. 165, 66 Stat. 46) after the date of enactment of the act, and that 
no contract would take effect until ratified by Congress and three- 
fourths of the adult male members of the two tribes; and that in the 
event the parties are unable to agree on any item, such items are to 
be set forth separately in a report to Congress. This act, like the 
others mentioned above, is in line with the thinking expressed in the 
letter from the Chief of Engineers noted supra, and it stands as 
evidence that Congress contemplated only voluntary negotiations 
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with the two tribes. This 1950 act merely established the machinery 
for entering into such negotiations. But singularly missing, insofar 
as any reliance on this act for an indication of Congressional intention 
to acquire these lands by condemnation, is any reference to what 
proceedings might be taken in the event of unsuccessful negotiations. 
An agreement was completed with the Cheyenne Tribe which cul- 
minated in the Act of September 3, 1954 (ch. 1260, 68 Stat. 1191). 
Counsel for the Government has informed the court that negotiations 
with the Standing Rock Tribe were unsuccessful, but this court has 
been able to find no indication that Congress was ever notified of 
such result in accordance with the directions of the act. Certainly 
Congress, which took the effort to enact special legislation providing 
for these negotiations, should be informed of the results of the 1950 
enactment, as amended in 1952, and of the present state of affairs. 
The Government places some importance on the last sentence of the 
1950 act which states that nothing in the act shall be construed to 
restrict or delay the Oahe project. This reveals little more than an 
intention to continue with the Oahe project during these negotiations. 
In considering whether the Government has sufficiently upheld its 
burden of showing a Congressional intention to abrogate the 1868 
treaty provisions, two other principles of law should be kept in mind. 
In the first instance, any statute allegedly authorizing eminent domain 
is to be strictly construed against the ss party (Delaware, Lacka- 
wanna & W. RR. Co. v. Morristown (276 U. S. 182 (1928)); United 
States v. A Certain Tract of Land (C. C. E. D. Penn. 1894, 70 Fed. 
940); United States v. West Virginia Power Co. (D. C. S. D. W. Va.- 
1940, 33 F. Supp. 756). A fortiori, where the taking party is the 
guardian and the party subject to the power of eminent domain is the 
ward, this prince ‘ple would have all the more application. This leads 
to the second principle, that statutes concerning the rights of Indians 
are to be liberally construed in their favor (Choate v. Trapp, 224 U.S. 
665 (1912); Alaska Pacific Fisheries v. United States, 248 U. S. 78 
(1918)). The Supreme Court in the Choate case said: 
But in the Government’s dealings with the Indians the rule is exactly the con- 
trary. The construction, instead of being strict, is liberal; doubtful expressions, 
instead of being resolved in favor of the United States, are to be resolved in favor 
of a weak and defenseless people, who are wards of the Nation, and dependent 


wholly upon its protection and good faith. This rule of construction has been 
recognized, without exception, for more than a hundred years and has been applied 


in tax cases (224 U.S. at p. 675). 

When the issue in the instant case is considered in the light of the 
above principles, there is little doubt of what this court’s decision 
must be. 

The Government has not taken any very tangible or consistent posi- 
tion in its opposition to the Tribe’s motion to dismiss. However, be- 
cause of the importance of the case, we feel that we should mention 
each of the Government’s arguments, namely: (1) that the 1868 treaty, 
by Article 11, included the consent of the Tribe to land acquisitions 
such as the instant one; (2) that Indian lands are subject to the right 
of eminent domain the same as other lands; (3) that it is not meri- 
torious to object to the lack of specific authority to take tribal lands; 
(4) that any requirement in regard to the taking of Indian lands has 
been met by the letter from the Chief of Engineers and similar mem- 
oranda which prove that Congress, in authorizing the Missouri River 
Basin program, was aware Indian lands would be flooded and would 
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have to be acquired; (5) that the Government is not estopped in its 
dealings with the Standing Rock Tribe because of its prior dealings 
with other Indian tribes, nor is it estopped by the act of 1950; (6) that 
Henkel v. United States (237 U. S. 43 (1915)); United States v. 5,677 
Acres of Land (D. C. Mont. 1957, 152 F. Supp. 861); United States v. 
21,250 Acres of Land (Civil No. 7279, W. D. N. Y. January 11, 1957 
(unreported)), all support the Government’s opposition to this 
motion; (7) that to hold for the Tribe here would be to require the 
Government to proceed in an illegal manner as a trespasser. 

As to the first argument, it is unreasonable and contrary to the rule 
of ejusdem generis to include the huge takings of reservation land 
which the Oahe project will require, within the context of the pro- 
vision of Article 11 of the 1868 treaty concerning “other works of 
utility or necessity.”” Further, if the present acquisition were so 
included within the meaning of the treaty, the Government is not 
proceeding to determine compensation in the manner provided 
therein. 

Arguments (2) and (7) meet no disputable point and have no 
bearing on the issue for determination here. 

Arguments (3) and (4) have been sufficiently met by the Tribe, and 
have been previously discussed in this opinion. 

Argument (5) is based on a misconception of the Tribe’s position 
in this case. The Tribe does not contend that the Government is 
estopped by its past conduct, but only that such past conduct is 
important in considering the question here before the court. 

None of the cases cited under argument (6), although having some 
similarity, involve the precise point here presented. ‘The Henkel case 
involved allotted land and arose in a completely different factual situ- 
ation which included a treaty with the Blackfeet Indians that specifi- 
cally reserved to the Government the right to use the lands for certain 
public improvements. The Montana case was presented mainly on 
the issue of the power of the United States to condemn in the face of 
particular statutes which the Indians contended specifically forbade 
such condemnation. We are informed by counsel for the Standing 
Rock Tribe that the Montana court, acting through a different judge, 
has recently called for further briefs from both sides in that case, 
indicating a review of the decision therein. The New York case 
involved the denial of a motion to vacate an order of taking, giving 
the Government officers the right to survey Indian tribal lands. 
Although one of the grounds for the motion was the lack of authority 
to condemn the land, the court’s opinion shows that the matter was 
considered in the light of treaty provisions and legislation different 
from that in the case at bar. Further, the court’s decision on that 
ground rests mainly on the Cherokee Nation case, supra, which stated 
no more than the proposition that Congress can authorize the con- 
demnation of Indian tribal lands, a principle which is not questioned 
here. Subsequent to its decision on the motion to vacate, the same 
court, in denying a Government motion to strike the affirmative 
defense of lack of authority to condemn from the answer, said of its 
prior decision: 

We do not regard that decision as of sufficient authority to strike otherwise 
unobjectionable portions of defendant’s affirmative defense in view of the stringent 


requirements placed on defendant by F. R. C. P. 71 (e) (United States v. 21,250 
Acres of Land (Civil No. 7279, W. D. N. Y., June 11, 1957 (unreported))). 
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Counsel for the Standing Rock Tribe has informed us that thereafter, 
the Seneca Nation, which was the Tribe of Indians involved in the 
New York case, brought suit in the District of Columbia to enjoin 
the Government officers from going forward with the project contem- 
plated, and the United States District Court for the District of Colum- 
bia overruled a motion to dismiss the complaint (Seneca Nation v. 
Brucker (Civil No. 2202-57, D. C. D. of C., December 17, 1957 (un- 
reported)). The current status of the cases in both New York and 
the District of Columbia present no controlling authority upon which 
this court can rely. 

For all the foregoing reasons it is clear to this court that Congress 
has never provided the requisite authority to the Secretary of the 
Army to condemn this tribal land. The Government admits that 
the five statutes relied upon do not specifically authorize such con- 
demnation, and the contention that these general enactments can be 
used by the United States, which is the guardian, to take the lands 
of the Indians, who are its wards, is wholly repugnant to the entire 
history of Congressional and judicial treatment of the Indians, and, 
further, is a view which is quite unacceptable to this court. 

In order to emphasize the issue in this decision, we wish to restate 
that the authority of Congress to exercise the right of eminent domain 
over Indian tribal lands is not questioned. We are granting the mo- 
tion of the Tribe because of a lack of exercise of this authority. The 
matter can be speedily remedied by bringing it to the attention of 
the Congress. 

The defendant Tribe’s motion to dismiss will be granted. Defend- 
ant Tribe’s counsel may prepare and submit a form of judgment dis- 
missing the complaint and the declaration of taking, as to Tract 
R-1825. 

Done and entered at Sioux Falls, South Dakota, this 10th day of 
March 1958. 

By the Court: 

Gerorce T. MICKELSON, 
District Judge. 
O 
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Business Association of New England; and 

Prof. John Arthur Keefe, professor of law, Catholic University, 
Washington, D. C. 
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PROBLEMS OF SMALL BUSINESS FINANCING 


JUNE 17, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Parman, from the Select Committee on Small Business, 
submitted the following 


REPORT 


[Pursuant to H. Res. 56] 
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I. InrropucTION 


The Select Committee on Small Business was reestablished in the 
85th Congress by the House of Representatives on January 31, 1957 
(H. Res. 56). By this resolution the committee was authorized to 
conduct studies and investigations of the problems of all types of 
small business. 

One of the problems presented to the committee by representatives 
of small business said to be of vital importance are the difficulties 
faced in securing adequate capital. It was alleged that small business 
cannot survive and grow unless it can find the capital needed for use 
in day-to-day operations, research and development, modernization, 
and expansion. The representatives of the Smaller Business Associa- 
tion of New England, Inc., a voluntary nonprofit association of small- 
business men, were among the first to present their views of this 
problem to the committee. Their presentation was well organized 
and effectively placed before the committee in a visual demonstration 
prepared by Technifax, Inc. The presentation was repeated near the 
beginning of each of the sessions of the 84th Congress and during each 
of the sessions of the 85th Congress. 

Previously a number of studies had been made of small-business 
financing in the United States. One was made by the United States 
Department of Commerce in 1935. Others were made by Dun & 
Bradstreet, the Committee for Economic Development, the Sub- 
committee on Investment of the Joint Committee on the Economic 
Report i in 1949, by the Federal Reserve Board in 1952 and again in 
1955, and by the Department of Commerce in 1955. Almost without 
exception the conclusion was reached that under the existing setup of 
our economic structure that steps should be taken to assist in preserv- 
ing— 

an open door for investment in little and local businesses in 
terms of ownership as well as in terms of debt. 


On May 5, 1950, the President of the United States presented to the 
Congress a message regarding the problems of small business financing 
(see “H. Doe. 584, 8ist Cong., 2d sess.). In that message the con- 
clusion was reached that financial institutions are not meeting the 
expansion needs of small business. It concluded with the words: 


this gap should be filled. * * * I, therefore, urge the enact- 
ment of legislation * * *. 


When the House Small Business Committee adopted its program of 
study and investigation of the problems of small business on March 12, 
1957, it included as one of its principal projects a study of the problems 
of small business financing. Soon thereafter the chairman of the 
committee sought up-to-date factual information on the subject from 


1 
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the Board of Governors of the Federal Reserve System. The follow- 
ing exchange of correspondence took place: 


Boarp oF GOVERNORS OF THE 
FreprRAL RESERVE System, 
OFFICE OF THE CHAIRMAN, 
Washington, D. C., May 10, 1957. 
Hon. Wricut PaTMan, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Parman: This is in reply to your letter of April 30 
expressing interest in certain data relative to small-business financing 
along the line of material included in the Board’s survey of bank loans 
to business as of October 1955. 

There is a very real need for solid information on the financial posi- 
tion and problems of small business that goes far beyond the type of 
data obtainable by surveying bank loans. That need is for the best 
and most comprehensive factual and analytical material it is possible 
to develop on this matter of wide and vital interest. 

This is a question with which the Board has been concerned for 
some time. However, it is not a matter of concern to the Board alone, 
nor one exclusively in the Board’s domain. The matter is of equal 
concern to a number of committees of the Congress and several depart- 
ments and agencies of the executive branch. 

The problems of small business, in respect to credit and capital and 
related matters, have, for example, drawn the attention for some years 
of the Small Business and the Banking and Currency Committees of 
the House and Senate, the Joint Economic Committee, the Council 
of Economic Advisers, the Commerce and Treasury Departments, the 
Small Business Administration, the Federal Trade Commission, the 
Securities and Exchange Commission, and others. Also, the subject 
will doubtless be of interest in connection with the study of financial 
matters that the Senate Finance Committee is planning at this time. 

If the true needs for information relative to the financing problems 
of small business are to be met, it would appear to us highly desirable 
that an effort be made on the part of all these groups to formulate 
means of arriving at material that will at once be comprehensive and 
broad enough to cover the informational requirements of these groups 
and be of a scope and quality satisfactory to all. The Board would 
cooperate to the full in efforts to formulate and carry out such a study. 
The Board recognizes that such an undertaking would involve a con- 
siderable expenditure of time and money. ‘To be worthwhile, such an 
undertaking would have to be comparable in breadth of coverage to 
the study of consumer installment credit undertaken by the Board 
at the request of the President. As you know, this study required 
about 12 months’ intensive efforts of part of the Board’s comparatively 
small staff, plus the use of several outside survey and research organi- 
zations. As you further know, that study entailed direct costs approx- 
imating $380,000. 

The necessity for such a comprehensive undertaking has been high- 
lighted by efforts in the past, both on our part and on the part of others, 
to obtain certain limited information by means readily at hand. 
Recently, for example, we developed what we believed to be revealing 
data on the trends in bank lending to businesses of various sizes from 
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a quarterly survey on interest rates charged by banks on business 
loans. The information has been given to members of your staff. 
This material, while informative as far as it goes, is not sufficient to 
meet the basic needs which you, as well as we, have in mind. 

The same inadequacy is true, unfortunately, for the type of infor- 
mation obtainable in a bank-loan survey. Such a survey would be 
extremely complicated and time consuming, yet would add little to 
the data on bank financing of small business available from the exist- 
ing quarterly survey and the regular call reports. 

n view of the above, the Board has requested our Director of Re- 
search, Mr. Ralph A. Young, to deliver this letter to you personally 
and to discuss the matter with you. 

Sincerely yours, 
Wm. McC. Martin, Jr. 


JUNE 25, 1957. 
Hon. Wa. McC. Martin, Jr., 


Chairman, Board of Governors 
of the Federal Reserve System, 
Washington, D. C. 

Drar Mr. Martin: This is with further reference to your letter 
of May 10, in which you suggest the possibility of a broad study of 
small business financing problems which would meet the needs and 
interest of several other committees of both the House and the Senate. 

Frankly, when Mr. Young brought this letter by my office and 
presented it as an alternative to my earlier request for information on 
small-business financing, I was not favorably impressed with the sug- 
gestion since, among other reasons, it occurred to me that a proposal 
which hinges upon obtaining cooperation and agreement among so 
many different committees would unnecessarily delay matters. 

After further reflection on your letter, however, and upon rereadin 
it, 1 am now of the view that your suggestion for a broad fully renal 
study of all aspects of small-business financing is one of considerable 
vision which I did not immediately appreciate. 

Consequently, I am now exploring this proposal with some of the 
other committees which you mentioned, and it seems to me quite 
possible that this will eventuate in a later request for a study of the 
kind that you have suggested. 

I am, 

Sincerely yours, 
Wricat PatTMan. 


On May 20, 1957, the chairman of the committee wrote to officials 
of the leading banking and life-insurance institutions, requesting their 
assistance in accumulating factual data on this subject. Those 
requests prompted lengthy conferences and negotiations with repre- 
sentatives of life-insurance companies and leading banking institu- 
tions and their representatives in the American Bankers Association. 
The result was the working out of an arrangement providing for the 
life-insurance companies to make a survey of their activities respecting 
small business and report the results of that survey through the 
offices of the research director of the Life Insurance Association of 
America. An additional understanding was reached that the re- 
quests submitted to the leading banking institutions would be held in 
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abeyance providing that they and other member banks of the Federal 
Reserve System cooperated in the making of a survey to be conducted 
under the supervision of the Board of Governors of the Federal 
Reserve System regarding the advances of finances by member banks 
to small-business concerns. 

A comprehensive report was submitted to the committee by the 
research director of the Life Insurance Association of America. It 
appears in the record of the committee’s hearings on the problems of 
small-business financing, pages 125-185. Parts I and II of the study 
on financing small business, which was conducted under the super- 
vision of the Board of Governors of the Federal Reserve System, 
were put in writing and reported on April 11, 1958, to the Committees 
on Banking and Currency and on Small Business of the Senate and 
the House. 

In the meantime, the House Small Business Committee has con- 
tinued its study of the problem. H ve were held November 19, 
20, 21, and 22, 1957, and on April 16, 17, and 28, 1958. The record 
of those hearings contained 607 printed pages, and includes the testi- 
mony of a large number of prominent experts in the world of finance. 
The Chairman and all members of the Board of Governors of the 
Federal Reserve System testified, as did 4 of the presidents of the 12 
Federal Reserve banks. The Secretary of the Treasury and other 
high policymaking officials of the United States Government appeared 
before the committee and testified. The president of the Committee 
for Economic Development and representatives of other private re- 
search organizations presented their views for inclusion in the record. 
The record is replete with statements setting forth the views of 
representatives of small business. 


Il. Tae Unitep States Economy Anp SMALL BUSINESS 
DEFINITION OF SMALL BUSINESS 


No generally accepted definition of small business exists. An 
absolute size classification for all business, based on quantitative or 
qualitative data, has to be tempered with economic fact. That has 
been very ably spelled out in the following words of Representative 
Yates (Democrat, Illinois) in a hearing before Subcommittee No. 2 
of the House Small Business Committee on the problem of the Defini- 
tion of Small Business, May 27, 1958 (transcript, p. 50): 


You have to know each industry and you have to be able 
to appraise each industry in order to decide whether a par- 
ticular company is small business in terms of that industry. 


In the 1957 Federal Reserve survey of member banks, total assets 
was the criterion chosen for measuring size. However, total assets 
had to be delineated within the framework of each industry. For 
instance, a chain of bakeries with total assets of $1 million might be 
classified as large within the framework of the baking industry, where- 
as a local steel mill with assets of $1 million might be classified as a 
small business. 

The size standard for small business developed by the Small Busi- 
ness Administration which is currently operative on financial matters 
is as follows: 
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(1) Manufacturing concern.—Small if it employs 250 or fewer em- 
ployees, including employees of affiliates; large if it employs more than 
1,000 persons. If a firm has more than 250 employees but less than 
1,000, classification as small or large depends on the type of manu- 
facturing activity. 

(2) Nonmanufacturing concern.—Wholesalers, small if annual dollar 
sales are less than $5 million; retail or service trades, small if annual 
sales or receipts are less than $1 million; construction, small if average 
annual receipts for preceding 3 years are less than $5 million; truc king 
and warehousing, small if annual rec eipts are less than $2 million: 
and taxicabs, small if annual receipts are less than $1 million. 


THE IMPORTANCE OF SMALL BUSINESS 


In a simple, quantitative sense, small business is important. 

According to the Office of Business Economics, United States 
Department of Commerce, there were 4.3 million active business 
firms throughout the United States. In 1951, this figure stood at 
4.1 million, and at that time employment precentages were indicated 
as follows: 95 percent of all business had from 0 to 20 paid employees; 
4 percent of all business had from 20 to 100 paid employees; 1 perce nt 
of all business had more than 100 paid employees. 

To use a single breaking point of those concerns under and over 
100 employees, it will be seen that 99 percent of all the firms in 
existence accounted for under 100 employees each. According to the 
Federal Reserve System report on Financing Small Business (report 
p. 208), firms employing less than 500 employees in 1956 accounted 
for 99.8 percent of total business firms, and for the years 1939 to 
1948 accounted for 60 percent of the labor force (report, p. 209). 

Of the total of 4.1 million active business firms in 1951, a total of 
320,000 represented manufacturing. Employment perce piliete for 
the manufacturing segment exclusively disclose the following: 76% 
percent had from 0 to 20 employees; 17% percent had from 20 to 100 
employees; 6 percent had more than 100 employees. 

As noted, the total number of concerns engaged in business has 
tended to increase from year to year, but since 1954 the population of 
business firms has failed to keep pace with the growth of business, as 
shown by the following chart (chart I, p. 9; see also p. 7, Final Report, 
House Small Business Committee, H. Rept. 2970): 
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Unless the contribution of small business to the gross national 
product is taken into consideration, certain misleading conceptions of 
the status of small business can be arrived at. For example, Prof. 
Jesse W. Markham, of Princeton, in one of the reports in the Federal 
Reserve System report on Financing Small Business, concludes that 
“there is little evidence that increasing economies of scale have 
excluded growth of small concerns,” and seems to justify this con- 
clusion by the numerical population of business contrasted with 
numerical population of the country. He states that “in terms of 
broad averages, the growth in number of small-business units appears 
to follow that of the economy as a whole,” and that (report, p. 208): 


The total business and tota] human population move in 
remarkable consonance with each other. In 1957, there 
were about 25 business firms for every 1,000 persons; the 
comparable figure for 1929 was 24.9. Even in the depths 
of the great depression, the ratio fell only to 23.2 


Professor Markham concedes that the growth of small business has 
varied widely among various industrial sectors of the economy. He 
states (report, pp. 210-211): 


Between 1929 and 1957, the total business population 
increased by about 1.29 million firms, or by 42 percent. 
Retail-trade firms grew approximately in proportion to total 
firms (by 43 percent) and accounted for 44 percent of the 
increase in all firms. The number of firms in wholesale 
trade increased by 100 percent, and in contract construction 
by 104 percent. On the other hand, the number of firms in 
manufacturing increased by only 20 percent, service indus- 
tries by 29 percent, and finance, insurance, and real estate 

(1929 to 1952) by ‘only 6 percent. Thus, relatively large 
increases in firms were registered in trade and contract 
construction, where firms are typically small, and relatively 
small increases were registered in manufacturing and finance, 
insurance, and real estate where, except for real estate, firms 
tend to be larger. In the service industries, where firms 
are typically small, the increase in the number of firms was 
also small. 
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He illustrates this development in the following chart: 


Businesses in operation, by industry, 1929-67 


(Thousands of firms, 1929-52, annual average; thereafter June 30] 














| 
| | Contract | Whole- | Finance, | Service 
Year | Allin- |Manufac-)construc-| sale Retail | insurance, | indus- 
|dustries!|} turing tion | trade trade | and real tries 
| | | estate 
— — — | —— — as eet ie mquebeeenel tiie se a 

ead ah oe cheat 3, 029. 0 257.0 | 233. 8 1, 327.0 316.2 590.9 
1933... icenaaiies 2, 782.1 | 166. 8 185. 4 | 1,291.2 | 289.9 474.9 
1939 3, 222. 2 221.3 199. 4 | 1, 534.6 296. 6 615.2 
1944 aii ‘ ee Oe 250. 2 | 153.3 1, 322. 6 297.0 551.8 
1947 dime need 3, 783. 2 | 312.0 | 292. 6 | 1, 685.9 | 321.9 711.5 
1948 | 3,948.4 320.0 329.0 | 1, 763.8 | 323. 4 738.3 
1949. _. 4,000.0 320.5 | 347.5 | 1,794.3} 323.0 736. 8 
1950_- 4, 050.7 320.7 | 370. 5 1,815.8 | 325. 5 735. 6 
1951_- 4, 108.5 327.2 | 388. 6 | 1, 834.0 | 329.9 735. 5 
1952 4, 167.4 328.8 | 411.0 1, 850.8 334. 7 739. 5 
1953 .. 4, 205.7 326.6 | 432.3 1, 859. 2 741.9 
1954 4, 196.7 317.6 441.3 1, 850. 7 742.3 
1955 ‘ae ; 4, 232.3 311.4 465. 6 A. 682.3 1... 745.0 
1956... ._- Te E ..| 4,294.2 311.8 483.0 1, 874.2 |. 755.7 
1957 . 4, 322. 0 309. 0 478.0 | 1, 897.0 | 761.0 
Percentage increase, 1929-57___-_| 42 20 | 104 | 43 26 | 29 





! Total includes all industries not shown separately. 
2 1929-51. 


Source: U. 8. Department of Commerce, Survey of Current Business, January 1954, January 1958. 


According to the Small Business Administration in their eighth 
semiannual report (p. 11), there were a total of 380,000 new businesses 
started in 1956, against 327,000 discontinuances. But, significantly 
enough, the report adds: 


An analysis by major industry division of the number of 
new businesses started and the number of businesses dis- 
continued indicates a continuation of the trend toward 
relatively fewer manufacturers and wholesalers, and more 
retailers and service businesses. 

A graphic illustration of the growth of the business population from 


1940 through 1956 is shown in the following chart (chart, p. 10, 8th 
Semiannual Re port of Small Business Administration): 
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BUSINESS POPULATION 
Tuousanos OF FIRMS 1940 to 1957 


pe ee 
co | 





4000; 


TRANSFERRED ed Y/ ~ 


LE > 
>. See 
..: DECREASE :*> 





1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 1950 195) 1952 1953 1954 1955 1956 


SOURCE: Office of Business Economics 
- U.S. Department of Commerce 








10 PROBLEMS OF SMALL-BUSINESS FINANCING 


In addition to showing the business population, the previous chart 
indicates the number of new businesses started and the number of 
businesses discontinued and transferred during each year. 

The trend that is most significant, and which seems to be conceded 
by students of the subject, is the definite decline in the relative 
position and numbers of small manufacturers. Professor Markham 
states (report, p. 217): 


Since 1952, the position of small-business units in manu- 
facturing with less than $1 million in assets has tended to 
decline relative to manufacturing generally. Neither profits 
nor sales have kept pace with the rest of manufacturing. The 
rise in discontinuances relative to new business starts, and 
the graduation of small manufacturers to a large asset class 
have shrunk the ranks of small manufacturers, accounting, 
in part, for the relative decline in the under-$1-million-asset 
class. 


Most new firms are small firms. A good many new firms are 
launched because the owners have aie a new product or 
service (or an improvement in an old one) or because they have a new 
approach to marketing. The possibility of forming new firms gives 
a large number of individuals an opportunity to back their own ideas 
with their own resources. It encourages individual initiative. ‘The 
economy thereby gets the benefit of many new developments which 
might not pass the scrutiny of a chain of division managers, plant 
managers, comptrollers, and budget committees in a large corporation. 
At the same time, new firms provide an outlet for individuals with 
ideas and the courage of their convictions whose talents might not 
be fully employed in a large organization. 

In addition, the formation of new firms is a means by which capital, 
and particularly equity capital, is channeled into rapidly expanding 
sectors of the economy. Since some individuals are more ready to 
take an equity in enterprise which they control, new firms constitute 
an important supplement to the equity capital available through sale 
of securities or earnings retention by existing firms. 

Qualitatively, small business influences our economy through its 
effects on technical efficiency, price competition, research and de- 
velopment, and stability of ae and prices. With proper 
environment, small business can grow to the point of minimum efficient 
size, whereas many large firms have passed the point at which an in- 
crease in scale of operations adds to efficiency. Without the constant 
threat of aggressive behavior on the part of small- and medium-size 
fims hungry for a larger share of the market, large firms might lose 
incentive for research and innovation. While large firms have a dis- 
tinct advantage in industrial research, small firms can make significant 
contributions to technical development. Small firms play a particu- 
larly important role through qualitative influences on our economy. 

The technological manufacturing unit in the American economy is 
the plant, which typically is muc ch smaller than the firm. A firm 
may operate many plants, i. e., Burlington Industries, as 1 firm, 
operates 112 plants. At the plant level, over 50 percent of the 1947 
output in manufacturing in the United States was produced by plants 
employing less than 500 workers. The average number of employees 
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per manufacturing plant in 1954 was about 58 employees. Most 
plants, if seemed independently, would be generally referred to as 
small business. 

Small business is still the backbone and source of new growth for our 
economy. Many products produced today were unknown 10 years 
ago and were introduced by small business. As a small business 
grows, it becomes medium-size or large and outgrows the need for 
small business financing. The opportunity for small businesses to 
become established and grow is a vital consideration for the con- 
tinued health of our economy. 


The recent report from the Federal Reserve System asserted that— 


Fortunately, there are solid economic reasons for believing 
that small business does fulfill a useful and necessary 
function in most sectors of our economy. 


and in that connection stated: 


In a sense, the widespread concern with the plight of small 
business, and much of the antitrust legislation, had its origin 
in the belief that the preservation of freedom and social 
mobility depended to an important extent on the mainte- 
nance of opportunities for independent business to survive 
and grow. 

and: 


small business performance is an important function in 
preserving the competitive character of our economy. 


Today approximately 30 million people in this country earn their 
livelihood in small firms including approximately 7 million pro- 
prietors. It is estimated that one- third of the population are depend- 
ent on small firms for their support. 

In 1951 the Senate Committee on Banking and Currency reported 
as follows: 

Your committee recognizes that small and independent 
business is an essential of free American competitive 
enterprise. 


The president of the Committee on Economic Development stated 
the view that a healthy birth and growth rate for small business is 
needed to maintain a satisfactory rate of growth for the economy 
of the country asa whole. He pointed out that an equality of oppor- 
tunity for every type and size of business should be a national goal 
and stressed that such equality of opportunity is vital in preserving 
a healthy growing and productive system of business enterprise and 


well-being ‘of the “country. In referring to the present international 
situation, he stated: 


We need more than ever the initiative and experimentation 
that small business provides; it is a source of strength in 
America which cannot be matched by the Soviet Union. 
Small and independent business is an essential of free, American 
competitive enterprise. 
Its preservation and the creation of an encouraging environment 
is equally important. Congress expressed this thought when the 
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legislation establishing the Small Business Administration laid down 
the policy that— 


The essence of the American economic system of private 
enterprise is free competition. Only through full and free 
competition can free markets, free entry into business, and 
opportunities for the expression and ‘growth of personal 
initiative and individual judgment be assured. The preser- 
vation and expansion of such competition is basic not only 
to the economic well-being but to the security of this Nation. 
Such security and well-being cannot be realized unless the 
actual and potential capacity of small business is encouraged 
and developed. It is the declared policy of the Congress 
that the Government should aid, counsel, assist, and pro- 
tect insofar as it is possible the interests of small-business 
concerns in order to preserve free competitive enterprise, to 
insure that a fair proportion of the total purchases and 
contracts for supplies and services for the Government be 
placed with small-business enterprises, and to maintain and 
strengthen the overall economy of the Nation. 


Since it is the declared objective of public policy to foster free 
competition, execution of public policy is dependent on the welfare 
of small business. The American ideal of economic organization has 
always been freedom to engage in economic activities, with success 
or failure depending on effectiveness in meeting market demands, 
without size being a handicap. 


SALES AND EARNINGS OF SMALL BUSINESS 


It should be noted that the increase in net sales of the smaller 
corporations has not been nearly as great as that of the larger cor- 
porations. Consequently, earnings of smaller corporations both 
before and after taxes have deteriorated since 1950. This is graphi- 
cally illustrated by the following tables (tables, pp. 13 and 15, 9th 
Semiannual Report of SBA): 
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U. $. Manufacturing Corporations 


SALES AND EARNINGS BY ASSET SIZE ¢ 1951-1957 


Sales in 1957 leveled off. Earnings were a little lower for smaller manufacturing corporations. 
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U. S. Manufacturing Corporations 
EARNINGS ON STOCKHOLDERS’ EQUITY BY ASSET SIZE © 1947-1957 


Rate of return on stockholders’ equity decreased in 1957 but was substantially higher then in 1954 and 
1955. 
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Prof. Irving Schweiger, of the University of Chicago, in the report 
of the Federal Reserve System on Financing Small Business de- 


scribes the significance of earnings to small business as follows (report, 
p. 125): 


The income or earning rate of small business firms is the 
basic indicator of their health and ability to grow. Income 
is the chief determinant of the value of the business. It also 
affects the ability of the firm to generate funds for reinvest- 
ment, as well as to attract external funds in the form of bank 
or other credit or equities. 


Also it is stated that sales of smaller corporations leveled off in 1957 
and were slightly lower than the previous year, whereas sales of the 
larger manufacturing corporations increased (SBA 9th Semiannual 
Report, p. 16), Likewise, costs and expenses of smaller manufac- 
turing corporations increased in 1957 over 1956, thus decreasing earn- 


ings, whereas earnings after taxes of the larger manufacturing corpo- 
rations showed a slight increase, 


SMALL-BUSINESS FAILURES 


The number and rate of business failures has tended to increase 
from the very low figures prevailing at the end of the war, as illus- 
trated in the following charts (charts, top pp. 8 and 9, 9th Semiannual 
Report of SBA): 
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New and small firms account for the vast majority of business 
failures, and, according to Professor Markham (report, p. 213): 


firms no older than 5 years generally account for nearly 60 
percent of all business failures, and those no older than 10 
years for 80 to 85 percent. 


The high point for business failures was in the depression year of 
1932 when it reached a rate of 154 per 10,000 firms. In 1939 the rate 
stood at 69.6 and in 1940 at 63 per 10,000 firms. The low point was 
the year 1945 when the rate fell to 4. The number of failures per 
10,000 business firms has been gradually rising since 1953 when it 
stood at 33, averaging 48 in 1956 and 52 in 1957. However, the trend 
has greatly accelerated in 1958. According to reports by Dun & 
Bradstreet, the March 1958 rate jumped to 60 per 10,000 concerns. 
For April 1958 the adjusted rate was 59.7 and the unadjusted rate 
was 63.3 per 10,000 concerns. For the week ending June 5, 1958, 
the failures rose to a point of 16 percent above those for the similar 
week for 1939. 


CREDIT TRENDS IN SMALL BUSINESS 


Records of growth, sales, earnings and failures of small business 
enterprises contribute to low credit ratings and consequent difficulties 
in efforts to secure adequate financing. 

Financing difficulties often are reflected in the ratio of current 
assets to current liabilities. In these times of economic stress small 
manufacturing firms tend to have lower ratios of current assets to 
current liabilities than do either large firms or the average of all firms, 
and from 1954 to 1957 current ratios deteriorated more for the smallest 
firms than for the largest firms but the greatest deterioration was in 
the group from $250,000 to $1 million. 

Likewise, the small firms compare unfavorably with all but the 
largest firms in the ratio of working capital to total assets in most 
recent years suggesting lower credit worthiness. 

In ratio of net worth to debt small firms compare unfavorably with 
large- and medium-sized firms. From 1954 to 1957 the greatest de- 
terioration in ratios occurred in the smallest and next-to-smallest size 
firms. 

The above is well illustrated in the following chart covering the 
period from 1952 to 1957 (report, p. 69). 
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BEHAVIOR OF SELECTED FINANCIAL RATIOS OF TWO LARGEST AND 
TWO SMALLEST SIZE GROUPS OF MANUFACTURING CORPORATIONS 
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The credit worthiness or credit standing of small business firms 
according to the Federal Reserve bank report (report, p. 70) has 
remained low and has in some respects deteriorated relative to the 
larger firms and firms with assets from $250,000 to $1 million have 
shown greater deterioration during the recent business expansion. 


TIl. Are FInanctine Opportunities ADEQUATE FOR SMALL 
BusIngEss? 


When the House Small Business Committee propounded the 
question of whether financing opportunities are adequate for small 
business, the answer was almost unanimously “‘No.’”’ Of course, that 
answer did not startle the committee. In the committee’s final report 
on its activities during the 84th Congress, it recognized the problem of 
small business financing as one of long standing. In that connection 
it was stated: 


as we have long recognized, the sources of capital for big 
firms are many and adequate, the sources for small firms, 
few and scarce.! 


The committee’s information on this subject has been enlarged 
greatly since it included it as one of the subjects for study and investi- 
gation March 12, 1957. Reference will be made now to some of that 
information. Since a majority of all references to that information 
will be made to it as it appears in the record of hearings on ‘‘Problems 
of Small Business Financing” before the Select Committee on Small 
Business of the House of Representatives, Part I November 1957, and 
Part II April 1958, and as it appears in the ‘(Committee Print, 85th 
Congress, 2d session, entitled ‘Financing Small Business’, Report to 
the Committees on Banking and Currency and Select Committees on 
Small Business, U. S. Congress, by the Federal Reserve System, pts. 1 
and 2, April 11, 1958,’ in documenting those references in the foot- 
notes the references will, for example, be made as follows: “Record, p. 
1’”’ when the reference is to the record of the committee’s hearings, and 
“Report, p. 1’’ when the reference is to the report made by the Federal 
Reserve System, April 11, 1958. 

Dr. A. D. H. Kaplan of the Brookings Institution has studied prob- 
lems of small business financing over a period of many years. In 1949 
he testified before the Joint Economic Committee. At that time he 
stated: ” 


I have come to the strong conviction that there is a substan- 
tial core of small-scale enterprise—mainly in the area repre- 
senting 5 to 100 employees per firm—for which there is a 
genuine lack of an orderly channel of financing designed to 
meet the requirements. 


Earlier the Committee for Economic Development had reported in 
1947 that: * 


One of the fundamental needs of small- and medium-sized 
business is more adequate financing. More long-term credit 
1H. Rept. No. 2970, 84th Cong., 2d sess., p. 29. 


2 Record, p. 48. 
> Id., p. 48. 
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is needed relative to short-term. * * * More ownership 
funds are needed relative to borrowed funds. 


During the course of the hearings the committee heard testimony 
from Mr. Edward T. McCormick, president of the American Stock 
Exchange.* He stated his concern over the fact that— 


All too often the small-business man first senses his financial 
problem when he finds his company under restraint as to 
credit. The commercial banker may be a little reluctant to 
extend or renew credit lines and creditors begin to suggest the 
need for more equity capital. The prudent small-business 
man will be aware of the probable need for additional equity 

capital long before this flag is raised. And, as noted earlier, 
anh better terms can be obtained before the storm signals 
are up, before there is financial pressure. 


He strongly urged that the committee explore the possibility of 
setting up an investment trust arrangement, which would provide 
equity capital to small business and be jointly financed from govern- 
mental and private capital sources.® 

The executive secretary of the Smaller Business Association of 
New England told the committee that— ’ 


* * * short-term financing needs of small business for 


loans, short-term being regarded by us as 90 days to around 
a year, are being adequately met by commercial banks. 


This thought was echoed by others. Mr. Alfred Neal, president 
of the Committee for Economic Development, stated that the major 
continuing deficiency in financing available to small business is not 
short-term credit but in intermediate and long-term money, adding: ® 


Such capital, in the form either of equity capital or of long- 
term debt, is required by growing businesses both to finance 
investment in plant and equipment and for permanent ex- 
pansion of working capital. 


Another witness put it this way: ® 


Short-term credit remains a comparatively minor problem 
which can be substantially remedied by enlarging the 
lending resources of SBA and by public spirited action of 
commercial bankers themselves 


While witnesses agreed that the primary need of small business is 
for long-term credit, others stated that many small business firms 
still find it difficult to obtain short-term credit, especially in a period 
of tight money such as we are experiencing.” 


The Assistant Secretary of Commerce stated to the committee 
that— 


The greatest problem facing small business in their financing 
requirements is long-term money that is anything longer 
than what we ordinarily know as commercial banking. 


4Id., pp. 363-381. 

5 Id., p. 379. 

6 Id., p. 369. 

7 Id., p. 59; also p. 117. 
8 Id., p. 86. 

*Id., p. 51. 

10 Td., p. 49. 


1 Id., pp. 308-309. 











22 PROBLEMS OF SMALL-BUSINESS FINANCING 


and that— 


I do not believe that a well-organized company with poten- 
tiality and good morale and good earnings records has great 
difficulty in getting short-term financing, but I do believe that 
all of them have trouble getting long-term financing. 


But even short-term credit has been denied principally for lack of a 
proper capital base for credit. Mr. William F. Kelly of the American 
Bankers Association told the committee that one of the two most 
prevalent reasons for banks denying requests for loans was—” 


* * * lack of adequate capital to support short-term credit. 
By adequate capital, I mean equity capital, ownership funds, 
or terms of that nature. It is a lack of adequate capital to 
support short-term credit. 


Other credit at the banks has been denied small business because of 
lack of know-how, the inability to make timely decisions in financial 
matters because of lack of broad business experience, poor earnings 
record, etc." 

The reasons given for denying credit also seem to parallel the reasons 
for business discontinuance or failure.“ 

The recent study on financing small business made by the Federal 
Reserve System, the results of which were reported to the Committees 
on Banking and Currency and the Select Committees on Small Busi- 
ness of the United States Congress April 11, 1958, confirms the views 
which were expressed to the House Small Business Committee during 
the course of its hearings on the subject during November 1957 and 
April 1958. For example, while one of the authors of the report on 
that study entertained considerable doubt about the nature and extent 
of any inadequacy in the financing of small business,” other authors 
on the subject in their writings in that report expressed conviction 
that financing facilities available to small business are unquestionably 
inadequate. They said:'® 


A review of financing facilities available to small business 
leads to the conclusion that they are inadequate. Inade- 
quacy cannot be proven in precise statistical terms. The 
nature of the problem does not allow for precision in measure- 
ment. Our conclusion is not based solely on such statistical 
data as available; it is also inferred from the information 
available from interviews and congressional hearings, it is 
also based on a belief in what could and should be accom- 
plished. 

If we desire a dynamic small-business community as a 
social, political, and economic goal, its achievement under 
present conditions entails taking positive steps to provide 
small business with the financing facilities to keep abreast of 
current technology and competition. Many of the innova- 
tions in lending practices to small business have come only 
through the leadership of Government and following direct 
lending programs by Government agencies. Perhaps it is 

12 1d., p. 397. 
18 Report, table 7, p. 415; PP. 108, 416-417, and 433. 
4 Id., table 6, pp. 212-213 


18 Id. 2 BP. 148-149. 
16 Id., p. 123. 
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necessary for Government to lead and experiment in a field 


where ‘other peoples’ money” is at stake. Small-business 
financing is such a field. 


Likewise, the Committee on Banking and Currency of the United 
States Senate, after holding extensive hearings on this subject com- 
mencing in June 1957 and extending until quite recently, reported not 
only its conclusions on the problem but lio on proposed legislation 
(S. 3651) to assist in the solution of the problem. In that report the 
Senate committee stated: '’ 


While there is difference of opinion as to the severity of the 
problem, there is general agreement that small-business 
concerns are faced with a real difficulty in obtaining long- 
term loans and equity capital required for adequate growth 
and development. Commercial banks are not able to 
furnish such financing; their function lies primarily in short- 
and intermediate-term lending; they do not supply venture 
capital or long-term credit. The present financial institu- 
tions which do provide a source of venture capital are not 
able to assist smaller firms. The cost involved in the public 
sale of securities is prohibitive to small-business issuers. As a 
result there is no institutional source to which small business 
may turn to meet its capital needs. Unlike large business 
concerns, small-sized businesses must seek long-term funds 
in a most haphazard fashion which, by its very nature, does 
not provide for the economic growth of small firms that is 
possible and desirable. 


The commercial banks cannot meet the problem of long-term and 
equity capital financing. As stated by the representative of the 
American Bankers Association: * 


The banks, as this committee knows, are not set up, they 
are not capitalized, they are not organized for the purpose of 
providing equity capital, and they are certainly not organized 
for the purpose of providing long-term loans. 


The president of the New York Stock Exchange stated that— 


A disturbing aspect of this problem is the heavy reliance of 
small business upon borrowed funds as distinct from equity 
capital. 


and referred to the Department of Commerce survey on a broad 
sampling basis which disclosed that small businesses obtained 97 
percent of their external financing through loans and only 3 percent 
in the form of equity funds.” Of course, in considering that aspect 
of the problem one is compelled to keep in mind the fact that approxi- 
mately 90 percent of all small-business enterprises are unincorporated. 
Therefore, the only means by which they are able to secure external 
financing is through the borrowing of funds. They have no capital 
stock structure and are not in the position of exchanging such equity 
securities for needed equity capital. Their venture or risk capital 


178, Rept. No. 1652 accompanying 8. 3651, Committee on Banking and Currency, U. S. Senate, 85th 
Cong., 2d sess., p. 2. 


18 Record, p. 397. 
19Td., p. 384, 
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must come in the form of long-term loans based on promises to repay. 
Those promises must be evidenced by debenture bonds or mortgages. 

The estimated total of plant and equipment expenditures by cor- 
porations for the 10 years 1956-65 total about $360 billion of which 
$150 billion will have to come from external financing.” Further 
breaking this down the New York Stock Exchange estimates that 
$112 billion will be debt financing and $38 billion new equity securities. 
Thus, new equity financing w ill 3 average $3.8 billion a year compared 
with $1.9 billion from 1946 to 195 


lV. Frnancine BusINngEss 
GENERAL 


The principal means employed in the financing of business are— 
(1) Investment (internally financing through use of personal 
funds or externally through sale of securities) ; 
(2) Use of supplier credits and factoring of accounts; 
(3) Use of credit from commercial finance companies; 
(4) Use of accumulated and retained earnings; 
(5) Use of borrowed funds. 


INVESTMENT OF FUNDS IN BUSINESS 


The original investment of funds in a business in order to get it 
established, organized, and underway must be accomplished in the 
first instance through the purchase of an equity or ownership in the 
enterprise. That is done through the use of personal funds of an 
individual or the personal funds of members of his family or close 
associates, or through the use of funds secured from the investing 
public through the sale of securities. The first of these methods is 
usually referred to as internal financing; the second method is com- 
monly designated as external financing. 

It is clear that internal financing of any small business concern is 
limited to the financial resources of an individual and those of his 
family and close associates. Too often, in the aggregate, such resources 
are too meager. Also, the opportunities of small business concerns 


for the sale of their securities and ther eby enjoy external financi.g 
are all too limited. 


OPPORTUNITIES FOR THE SALE OF EQUITY SECURITIES BY 
SMALL BUSINESS 


Since the greater portion of small businesses are unincorporated,?! 
financing through public sale of securities or the procurement of out- 
side equity capital (other than from friends and relatives) is impossible 
for about 85 percent of the more than 4 million small businesses in 
the United States. 

Some few of the larger small-business corporations are able to enter 
the markets for corporate securities for debt instruments or for equity 
capital. Most of these fall in the exempt classification under the 
Securities and Exchange Act of 1933.” 

20Td., p. 385. 


21 Report, pp. 23, 282. 
221Id., pp. 283-285. 
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However, debt financing through the capital markets is limited. 
Mr. Pickering describes the domination of this market for debt issues 
as follows:” 


Domination of the market for new debt issues by large institu- 
tional investors and the fact that they are neither par- 
ticularly interested nor equipped to purchase the size of 
issue offered by small businesses of a local nature are im- 
portant factors affecting the cost and availability of funds 
for small business. 


And that in the period 1951 to 1957: * 


Small issues and issues of small corporations were a much 
greater proportion of registered equity issues and private 
placements than of registered bond offerings. 


The New York Stock Enchange is of no assistance to small business 
since the very definitions for listing preclude their having their stocks 
traded thereon. The exchange provides a secondary auction market 
for the securities of proven, experienced, well-established corporations, 
usually national in scope of operations. A corporation, to have stock 
listed thereon, must have tangible assets of $7 million, must have 
demonstrated annual earnings of $1 million, must have a broad dis- 
tribution of 300,000 shares (exclusive of concentrated or family hold- 
ings) among not less than 1,500 shareholders.” 

Nor do other exchanges perform any original distribution function, 
but limit their activities to trading in outstanding securities.” 

Primary distribution of new issues is carried on by underwriting 
syndicates in the over-the-counter market. 

The national security exchanges themselves maintain only an open 
auction market to provide the public with ready facilities for acquiring 
securities, or, disposing at any time of securities which they hold. 

The public financing of bond issues and common-stock financing by 
small business is in every category more expensive for small business 
than for large.”’ 

Mr. Pickering describes the filings under regulation A of the SEC, 
issues under $300,000, as being principally common stocks in terms of 
number and proceeds, adding: * 


Of the filings made during the fiscal years 1955-57, about one- 
third were for amounts under $100,000, one-fifth for $100,000 
to $200,000, and one-half for $200,000 to $300,000. Less 
than one-half of the issuers contemplated using underwriting; 
of these, about four-fifths planned to employ commercial 
underwriters, principally on a best efforts basis, and the 
remainder planned to have the issue underwritten by officers 
and directors of the company, who were not regularly engaged 
in the security business. A relatively large proportion of 
regulation A filings were made by new companies, that is, 

8 Id., p. 284. 

“4 1d., p. 285. 

% Record, pp. 382-383. 

% Td., p. 364. 

# Report, pp. 291-293. 

%Id., p. 298, 
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companies which had been in existence less than 1 year at 
time of filing. 


And, as to costs of such flotations, he says: * 


Flotation costs for underwritten common stock issues of a 
small group of new nonmining companies, that is, companies 
less than a year old with no previous public offering and also 
offered under regulation A, were 21 percent of proceeds, and 
costs for a sample of underwritten issues of established non- 
mining companies offered under regulation A were 10 percent. 


But it must be remembered that small businesses normally do not 
find the public offering route open to them.* As Messrs. Kaplan 
and Banner say, the securities mark— 


has developed into an efficient mechanism of directing equity 
capital into big business.*! 


If facilities existed and were available to small business, it is 
possible that more small businesses would expand their equity financing 
through public issues. The Small Business Administration in a 
report to the Senate Small Business Committee recently stated: ® 


We estimate that there are 125,000 or more likely candidates 
for public financing among small businesses and yet public 
issues for all kinds and sizes of corporations today are less 
than 15,000. Thus there may well be over 100,000 small 
companies which need and would benefit from public 
financing and yet apparently have not availed themselves 
of the opportunity. 


To a very limited extent there are specialized equity investors for 
small businesses. They are investors who are looking for a promising 
enterprise in which the possibility of substantial erowth is inherent; 
often a growth that can be realized in the form of capital gains. The 
relationship with the small-business man is an impersonal one and 
parties are often brought together by parties who are paid a “‘finder’s”’ 
fee.* The finder’s fee is usually 5 to 10 percent.™ 

Mr. George W. Mitchell, vice president, Federal Reserve Bank of 
Chicago, states that such financing is not available to the retail 
service field or in manufacturing where processes and markets have 
been well developed, and further, that—* 


It takes the promise inherent in a new product, or in a cost- 
reducing process, or in the combination of some rare scientific 
and managing skills, to produce the growth trend that 
equity capital suppliers generally fix as a minimum require- 
ment. While the existence of these sources of equity capital 
suggests that they may have developed in response to 
financing needs of particular types of business, the extremely 
high rejection rate and the unused expansion potential of 
this type of financing also suggest that it is very difficult for 
most small businesses to meet the standards or costs. 


29Td., p. 299; also see p. 538. 

30 Record, p. 377. 

a1 Report, p. 110. 

32 Small Business Administration—1958, hearing before Select Committee on Small Business, Uv. 8. Senate, 
March 25, 1958, p. 27. 

3B Report, Pp. 362. 

4 Td, 530. 


» D. 
% Id. p. 363; also see p. 526. 
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The cost of public offerings is often too great to be beneficial to 
small business. Direct negotiation in the sale of common stock is 
considered much cheaper.* 


Specialized investors who supply venture funds for promising growth 
situations are reported to be—* 


Wealthy individuals, family estates, partners and associates 
in investment-banking houses, investment-banking firms for 
their own account, closed-end investment companies, out- 
right venture-capital firms, pension funds, nonfinancial 
corporations seeking diversification, dissatisfied corporate 


officers, wealthy men seeking active management roles, and 
others. 


But “wealthy” men are reported to be the backbone of this market. 

In addition to the wealthy individuals there are a few venture 
capital firms such as American Research & Development Corp., 
J. H. Whitney & Co., but even these are reported to be playing it 
safer in the dispensing of risk capital. 

While some of the State credit development corporations may buy 
stock in small and new businesses, some charters prohibit this. 
Even with charters such as that of the Massachusetts Business Devel- 
opment Corp. which permits the furnishing of equity capital no such 
purchases of stock have been made.” 


USE OF SUPPLIER CREDIT AND FACTORING OF ACCOUNTS 


Once established, a small-business concern finds financing of day- 
to-day operations and the financing of modernization and expansion 
as problems not always easy to solve. The lesser of the problems is 
that of financing of day-to-day operations. 

One of the most important and most widely used forms of financing 
short-term needs of small business is through the use of supplier credit. 
In absolute terms of the dollar amount involved, that form of short- 
term financing outstrips all others. It is reported that at the end 
of 1954 accounts receivable of all nonfinancial corporations totaled $56 
billion, while accounts payable totaled $33 billion.“*! The difference 
amounting to $23 billion represents the amount of credit extended by 
these corporations to others, in a large part to small unincorporated 
businesses and their customers. Even that amount grew exceptionally 
during the period from 1954 to 1956. 

Supplier credit is often described as an operation through which— 


business firms whose conventional terms of sale or special 


credit arrangements, in effect, substitute for their customers’ 
working capital.” 


Of course, the traditional and most common form of supplier credit 
is that of “open-book” or “accounts receivable credit.” Usually 
open-book credit is for short periods of time. Typical maturity is 
within 30 days, although in some industries, such as furniture, shoes, 
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36 See Risk — Plays It Safer, Business Week, May 17, 1958, p. 143; also see report, p. 120. 
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and floor covering, open-book credit is sometimes extended for a 
period of 60 days. 

In addition to open-book credit, suppliers have utilized other 
devices for extending fairly short- term credit. These devices include 
trade acceptances, notes and installment financing. The trade 
acceptance usually provides for the customer receiving the goods to 
accept a draft calling for payment on a specified date. These trade 
acceptances typically run for 90 days and carry an effective interest 
rate of from 5 to 6 percent.“ 

The general practice is the use of such trade-acceptance credit in 
conjunction with the sale of the products and in those instances where 
the buyer is a marginal firm and when the order would require credit 
beyond the open- -book credit limit of the customer. This device is 
not widely used. 

Promissory notes are frequently accepted by the supplier from the 
customer when an open-book or accounts receivable credit has become 
overdue and the supplier is anxious to continue business relationship 
with the customer. Through the use of this device the open-book 
account gives way to ev idence of debt having a superior legal status. 
However, from the point of view of the customer the credit provided 
by the promissory note device extends the maturity date for a period 
of perhaps from 3 to 6 additional months. The use of the promissory 
note is not restricted to such transformation of credit from open-book 
accounts. Frequently it is used as a device for placing goods in new 
areas or for the introduction of new products where it is necessary to 
supply a complete stock of goods on a fairly long-term basis. 

Occasional instances have been noted where suppliers have bought 
from customers installment notes or other accounts receivable. This 
form of supplier credit financing has appeared more frequently in the 
petroleum industry than in other industries. 

In recent years ‘there has been a tremendous expansion of supplier 
credit in the form of leasing of equipment and supplies. Indeed, not 
only have suppliers extended credit in this form directly and through 
their affiliates, but today many specialized leasing companies have 
been formed which acquire equipment from different manufacturers 
and in turn lease such equipment to the customers of the leasing 
company. <A good example is the leasing of buses, trucks, and other 
motor equipment including tires. Rental fees under leasing arrange- 
ments through which this credit is extended are usually sufficiently 
high to cover all risks involved. 

The extension of supplier credit through the leasing of equipment, 
and in some instances the leasing of real estate, has involved con- 
ditions about which serious questions have been raised. 

The Federal Trade Commission is at present engaged in litigating 
a number of complaints “ in which it is charged that large business 
concerns have leased, rented, or “loaned” equipment to customers 
on the condition and with the result of substantially lessening com- 

etition and tending to create a monopoly. It was alleged that the 
leasing arrangements were unfair not only to the customers but to 
competition generally. 


@Id., 
“4 FTC Dockets Nos, on Carnation Company; 6173, The Borden Company; 6174, Beatrice Foods Com- 
pany (Delaware) et al.; 5, National Dairy Products Corporation et al.; 6176, Pet Milk Company et al., 


6177, Fairmont Foods Baaiear et al.; 6178, Arden Farms Company et ‘al.; 6179, Foremost Dairies, Inc. 
et al.; 6425, H. P. Hood & Sons, Inc. 
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During the course of the hearings the question about the extension 
of supplier credit to the leasing of equipment arose.“ In that con- 


nection information relating to the distribution of shoes was received 
to the following effect: *° 


Need for greater operating capital.—Today it requires about 
$25,000 in starting capital to operate a store with only 
$60,000 volume. ‘Ample credit becomes increasingly diffi- 
cult, especially for the newcomer. Thus, the temptation to 
be financed by producers under agreements some of which 
bind the store to carry the products of the supporting manu- 
facturer. The end result is loss of independence. 


In the petroleum industry the exclusive dealing arrangements of 
the large oil companies with the small filling stations resulting i in 
such filling station dealers having in effect no credit problem “ there 


are a wide varie ty of financing arrangements used to increase sales. 
They are described as follows: ® 


One petroleum company is willing to lend to a retailer up 
to 75 percent of the total cost for land and a service station 
for a period of from 10 to 12 years at 5or6 percent. Another 
will advance 100 percent of the cost of tanks used by retail 
customers of distributors of liquefied petroleum, with a 5- 
to 7-year payoff and interest at 5 to 6 percent. Various 
attractive credit arrangements can be made if the company 
is assured that the operator is capable. If a company-owned 
station is leased, for example, the operator may sign a note 
for the movable equipment and obtain working capital under 
another note. Repayment may then be effected by charging 
him slightly more than the actual price on his petroleum 
purchases, the excess to be applied to debt reduction over 
a 3- to 5-year period. Or, the lessee may obtain funds to 
build a station by borrowing from a bank, using the com- 
pany’s lease as collateral or requesting the company to 
cosign the note. 


In considering the avenues of financing small business from ex- 
ternal sources those in the know place the operation of factors follow- 
ing the channels provided by the private banking system and the 
insurance companies.” 

Old line factors, from which the contemporary finance company (to 
be discussed later) evolved, located principally in the Eastern United 
States and more usually associated with the textile trade, purchase 
accounts receivable from businesses without recourse and with notifi- 
cation of the obligors on the accounts.” In a sense the factor pur- 
chases accounts receivable and is not performing a lending operation. 
Whatever factoring has been done has been done successfully in those 
areas where there is very little risk that the merchandise shipped will 
not be accepted. Through this assignment of accounts small 
businesses in certain industries have been able to meet some of their 


46 Record, p. 223. 
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47 Report, p. 491. 

48 1d., p. 497. 

#1Td., pp. 491-492, 
® Record, p. 193. 

S| Report, pp. 36-37. 
8 Record, p. 410. 














30 PROBLEMS OF SMALL-BUSINESS FINANCING 


financial requirements.* Credit is made available to small businesses 
that do not have access to bank credit or to the market for equity 
and long-term funds.** 

The true factoring operation includes the keeping of books, assump- 
tion of part of the risk, investigation of and re sponsibility for the credit 
risk of the person to whom the sale is bei ‘ing made or is represented in 
the account. As one witness expressed it: 


This is an expensive operation and one that involves some 
risk.® 

Charges by old line factors are in two parts: A per annum simple 
interest charge on the cash advanced before the average maturity 
date of the receivables, and a separate flat commission “charge, ex- 
pressed as a percentage of the face value of receivables purchase ‘d, for 
servicing the receivables (which includes credit i: vestigation, book- 
keeping, and collecting) and for assuming the risk of credit loss on 
them.®® Interest rates charged on the loans by factors were tradition- 
ally 6 percent prior to the monetary stringency and while some con- 
tinued at this rate in 1957 about half had raised the interest charge to 7 
or 7.2 percent following the increase in the prime bank rate in August 
of 1957. While the factoring charge tends to be larger for clients with 
smaller sales volume with a given size invoice, because of the higher 
unit cost of handling smaller ‘volume, the median typical flat commis- 
sion rate charged in late 1957 on the face amount of receivables pur- 
chased was 1.5 percent. The following table on factoring charges is 
self-explanatory : 

Reported factoring charges, late 1957 } 


{Number of factors reporting] 








Charge (percent o receivables purchased) | Typical | Highest | Lowest 

| | 
Si Be ala ne celece a depois tecetnne i NS Ae eon see 4 
Dee Mee cths ike 8 Srey eng to edd oe re | D Buces Fes 74s | 5 
1% to 1%.- 2 ; | 1 1 
me ae Greta So: A nth lo taodituc de 4 en = 
a a ee 1 1 | ee ‘ 
A cere eo Ba eat, og Fn onianel aaa ada die eeaioiacte Ae ee eas : 
in ag se EEE Reg eee : 
Total number reporting..___-- sari ati lela daddy <ines | 10 | 10 10 
1% 1 


I TINS ose cineca gulinodenuicmenwaanesbak nee 1% 


1 This charge is the flat commission rate for assuming the risk of loss on the accounts purchased and 
handling credit investigation, bookkeeping, and collections on them, rather than the charge for credit 
advances as such. 


At the end of 1955 outstanding loans of factors and factoring 
subsidiaries of finance companies were $0.9 billion. However, it is 
estimated that total volume of assigned receivables to factors in 1956 
reached a total of $4.3 billion.” 

It is quite obvious that the flat commission rate charged by factors 
includes, in addition to reimbursement for credit investigation, 

8 Id., p. 223. 

4 Report, pp. 450-452. 
% Record, p. 273. 

% Id., pp. 462-463. 

3? Report, pp. 462, 470. 
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bookkeeping and collections, the assumption of the risk of loss on the 
accounts purchased—credit insurance,” in other words. 

From what has been described as true factoring heretofore there 
developed a method of business financing through assignment of 
accounts receivable. Accounts receivable financing of this type 
differs from true factoring in that it involves an agreement whereby a 
financing institution advances to its customers loans secured by the 
assignment of receivables with recourse to him for credit losses and 
without notice to his trade debtors, the collection function being 
retained by the business firm. While some factoring institutions are 
reported to be taking on this type of activity the lion’s share is claimed 
by commercial finance companies. It is estimated that specialized 
financing firms are extending more than $5 billion annually upon the 
security of open receivables under this non-notification plan.* 

Credit advanced against accounts receivable usually amounts to 
from 80 to 90 percent of the face amount of the receivables,” although 
some advance as little as 65 percent. The percentage amount ad- 
vanced on receivables has not shown any change since 1954.® 

It should be noted, however, that commercial accounts receivable 
financing was not generally available to the smaller firms in retailing, 
construction, and service which constitute a large proportion of the 
small-business population.™ 

Commercial finance companies provide credit primarily to small 
manufacturers and small wholesalers, they being the ideal type of 
client. Such an ideal client for accounts receivables financing is 
described as one that— ® 


(a) has open account receivables against an identifiable 
product, (6) has business firms for its customers, (c) has 
fairly large average invoices (say at least $100), and (d) will 
be enabled to expand sales and profits as a result of an ac- 
celerated cash flow. 


Dr. Francis R. Pawley, economist with the Federal Reserve System, 
very ably describes accounts receivable financing as follows: “ 


Accounts receivable financing is a continuing arrangement 
for the financing of open book accounts, as distinguished 
from installment accounts, trade acceptances, or promissory 
notes. It is distinguished from “one-time” loans secured by 
pledge of receivables, such as a 90-day bank loan, by the fact 
that the loans or advances are made daily on a revolving 
basis as each sales invoice is assigned or purchased and the 
account collected. Receivables financing is short-term in 
that the advance is self-liquidating as the account is paid, 
and also long-term in that the financing arrangement often 
continues for a period of years. 
Accounts receivable financing has the direct effect of 
shortening the period during which the client has to wait for 
60 Id., pp. 480-481, appendix B. There appears here a summary of the activities of two firms that write 
credit insurance policies in the United States. Premiums range from one-fifth of a percent of sales down as 
low as one-twentieth of a percent of sales, the average being about one-tenth of 1 percent of sales. Since 
1956 premiums totaled $8.2 million dollars, it would indicate that a total of $8 billion in sales carried credit 
insurance. 
61 Id., pp. 37, 472. 
62 Td., p. 451. 
63 Td., p. 458. 
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his cash receipts. It also has indirect effects when it enables 
the client to lengthen the term extended to his customers 
and/or. accelerate payments for goods purchased from 
suppliers. 


Charges on loans on receivables are computed on the average daily 
balance outstanding and are often expressed as a fraction of 1 percent 
er day. For example, one-thirtieth of 1 percent per day is approx- 
imately 12 percent per annum. It is reported that late in 1957 the 
typical charge for finance company financing of accounts receivable 
ranged from 8 to 24 percent in terms of simple interest. The median 
typical rate was 14 percent and the median highest rate was 16 
ercent. As with all other types of financing the charge tended to 
e higher for the smaller clients because of the higher unit costs of 
handling a smaller volume of financing. One large finance company 
reported that in late 1957 its rates were 13% percent for $75,000 to 
$125,000 cash employed and 11.3 percent for $400,000 and up.” 

As indicated in the discussion of commercial bank operations a 
certain amount of accounts receivable financing is carried on by 
business through that medium. 

Except for one large branch banking organization in the West, the 
commercial banks were unwilling or unable, or both, to foster the 
type of financing required in the handling of loans on accounts 
receivable. In its early stages they found the peculiar types of risk 
involved prohibitive and did not develop the administrative structure 
necessary for successful management of such loans. At least two 
writers have claimed that receivables financing received much of its 
viability from Government actions such as the passage of the Assign- 
ment of Claims Act in 1940 permitting business to assign debts owed 
them by the Government and the operations of the Reconstruction 
Finance Corporation. In a sense, it is contended, the Government 
merely added respectability to a risk formerly shunned by com- 
mercial banks, whereupon private resources met the need expressed 
by businesses. Belatedly, commercial banks moved into this field 
and expanded their business in this area.® 

Yet, accounts receivable financing by commercial banks is reported 
to be a form of lending not too prevalent among banks, especially in 
the case of the smaller banks. It is stated that it is too costly for 
banks to handle and that in the smaller banks there is insufficient 
demand for this type of financing. Reporting further on this Mr. 
David P. Eastburn, vice president, Federal Reserve Bank of Phila- 
delphia, and Mr. John J. Balles, assistant vice president, Federal 
Reserve Bank of Cleveland, say: ® 


Some other banks, however, apparently regard this form 
of lending with increasing favor and state that many small 
businesses, not eligible for credit otherwise, can obtain financ- 
ing through loans on accounts receivable. This is borne out 
by the types of businesses which are most prevalent bor- 
rowers—‘‘marginal,’”’ “undercapitalized,” and “low in work- 
ing capital” are some of the descriptions bankers gave. 
Other frequent borrowers are firms with highly seasonal sales, 
slow-paying customers, and high receivables. 

7 Id., = 463, 470. 
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The same authors state that most accounts receivable financing by 
banks is done on a nonnotification basis, and describe the operations 
and rates charged as follows: ” 


Banks have no fixed policies, however, as to the minimum 
size of a customer’s business necessary to qualify for financ- 
ing, nor the maximum amount of a customer’s total receiv- 
ables that they will finance. On the average, they advance 
about 75 percent of the face value of the receivables, but the 
percentage may range from 50 to 90 percent depending on 
the borrower and the quality of his receivables. Banks will 
accept quite small accounts; policies vary between minimum 
amounts as low as $50 and as high as $1,000, but the average 
probably would fall toward the lower extreme. They rely on 
credit ratings such as Dun & Bradstreet, but treat each case 
on its own merits. Interest rates in late 1957 averaged 
around 6 percent but in some cases were as high as 9 percent. 
In addition, some banks impose a service charge of 1 percent 
of the outstanding balance. This charge had not changed 
between 1954 and late 1957, but interest rates had risen by 1 
to 2 percentage points. 


USE OF CREDIT FROM COMMERCIAL FINANCING COMPANIES 


While the operations of commercial finance companies have been 
commented upon in the discussion of accounts receivable financing, 
there are other avenues taken by their financing of business operations 
that should be mentioned, principally equipment loans, inventory 
financing, rediscounts, and short-term seasonal loans. ‘These com- 
mercial finance companies are to be distinguished from the sales finance 
companies lending directly to consumers. The line of distinctionjis 
not entirely clear since sales finance companies do get into the act. ‘of 
aiding business financing through financing dealer inventories | of 
durable goods, such as automobiles, and in turn purchase their cus- 
tomers’ retail installment contracts. Sales finance companies are 
adapted primarily to handling consumer accounts which involve a 
different kind of specialized operating technique.” However, financing 
of equipment for business and industry still is more closely related to 
retail installment sales financing than to accounts receivable financing. 
Yet it is discussed herein since the financing is done for a business 
operation.” 

Of equipment financing and its benefits Dr. Pawley reports; ™ 


Equipment financing for the most part involves the pur- 
chase or discount of installment sales contracts for the 
acquisition of new or used commercial and _ industrial 
machinery and, to a lesser extent, leasing contracts. Com- 
panies specializing in equipment financing usually purchase 
the installment contracts from the distributor or manufac- 
turer who sells the equipment; they also extend credit directly 
to users of the equipment, particularly contractors. Other 
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" Id., p. 450. 
71d., p. 453. 
"1d. p. 453 











34 PROBLEMS OF SMALL-BUSINESS FINANCING 


companies purchase installment sales contracts as an accom- 
modation to their receivables financing clients. 

The benefit of equipment financing appears to accrue 
mainly to the business-purchaser of the equipment who pays 
the finance charge because it enables him to lengthen the 
payment period per dollar of purchase. On this bases the 
number of businesses Gnameit is a large multiple of the 
number of equipment selling clients of finance companies. 


The major considerations in the handling of this paper by the 
cuniedianehak finance companies is the creditworthiness of the seller, 
against whom the finance company, generally, has recourse for credit 
losses, and the resale value of the equipment in the event liquidation 
of the contracts becomes necessary. Certain types of highly special- 
ized equipment may not qualify for this financing if a resale market is 
lacking. Most types of general-purpose equipment or machinery is 
thus financed. Heavy-construction equipment and machine tools are 
among the more important, but many others are included.” 

The commercial finance companies are typical of the specialized 
lending institutions, and do business predominantly with small 
manufacturers and wholesalers whose assets ranged at the end of 1956 
from $350,000 to $650,000.% The facts relating to commercial 
finance-company activities in handling accounts-receivable financing 
has been covered previously. Herein will be considered the equipment 
loans which are made for periods up to 5 years and at rates, in terms 
of simple interest, ranging from 12 to 14 percent and even reaching as 
high as 24 percent.” Their clients, numbering in the neighborhood of 
15,000 to 20,000 business firms, are mostly firms whose creditworthi- 
ness is such that they find it difficult to secure bank loans in the 
amounts needed.” The form of credit extended involves substantial 
handling costs and above-average risk; hence, their rates are consider- 
ably higher than rates applicable on bank loans.® 

Typical finance charges for equipment financing as of late 1957 is 
shown in the following table: ” 


Typical finance charge for equipment financing, late 1957 





Number of 
Charge (percent per annum) finance 
companies 
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Despite the higher cost of financing through the commercial finance 
companies in buying equipment on the installment plan, such financin 
has served to conserve and stretch out the capital of many sma 
businesses.” As in other monetary circles, finance charges increased 
somewhat from 1954 to late 1957." 

The significance of financing supplied by the commercial finance 
companies, despite their much higher rates of interest, lies in their 
strong borrowing power in short- and long-term money markets, and 
the passing along of this borrowing power to their less creditworthy 
customers. During the period from 1954 to 1957, one of increasing 
monetary and credit restraint, the commercial finance companies 
expanded their financing by 50 percent. However, this included 
their other financing, such as of accounts receivable. The estimate for 
equipment financing is that it increased one-fifth from 1954 to 1956, 
and at the end of 1956 the amount outstanding for this type of loan 
was $314 million.® 

In addition to the financing of accounts receivable and equipment, 
the commercial finance companies at times loan money on inventory, 
usually limiting such loans to clients who also obtain their equipment 
and receivables financing from them. The total number of such 
clients is stated to be one-eighth of those for accounts-receivable 
financing. Such financing is usually limited to resalable raw materials 
and finished products, excluding goods in process. Commercial 
finance companies, likewise, do a certain amount of financing through 
rediscounting of consumer-goods paper and the extension of short- 
term credit to accommodate the seasonal or emergency needs of 
clients.™ 

USE OF ACCUMULATED AND RETAINED EARNINGS 


It is an established fact that much of the financing of the moderniza- 
tion and expansion of American business enterprises since World War 
II has been accomplished out of the accumulations of retained earnings. 
In some instances, where multi-billion-dollar corporations were 
involved, the use of funds from the accumulation of retained earnings 
embraced large amounts (report, pp. 22-24). However, with the 
rate of Federal income taxes on corporations falling as heavily (after 
the first $25,000 of net income) upon small firms as upon tbe largest, 
the small firms have been handicapped in their desire and ability 
to accumulate, retain, and utilize earnings for the purpose of moderni- 
zation and expansion with the same ease and facility as the larger 
firms. For example, when one of the large corporations has for any 
year a net income of $500 million before taxes, it is fortunate enough 
to enjoy a net income after taxes of almost $250 million. It is out of 
such resources that the large firms have been able to finance a sub- 
stantial amount of modernization and expansion. On the other hand, 
a small concern with a net income of $100,000 before taxes finds itself 
with a net income of only about $50,000 after taxes. Out of the latter 
amount, it has been able to retain insufficient capital to finance needed 
modernization and expansion. 

*0 Td., p. 110. 
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The Small Business Administration, in its ninth semiannual report 
for the 6 months ending December 31, 1957, at page 30, stated: 


Officials of the Small Business Administration in constant 
contact with small-business men throughout the country 
hear daily of the problems of small business. Among the 
_ prominent of the problems are the following: 

The impact « of taxes, w bich makes it difficult for some 
small businesses to accumulate working capital or capital for 
expansion. 


It has been stated that— 


There is little doubt that our tax structure, entirely apart 
from its specific effect on business mergers, tends to impede 
the expansion of growing enterprises as compared with that 
of large, established companies. In this way, it enables the 
well-entrenched, established companies better to withstand 
the challenge of their growing competitors, and, thereby, 
helps to maintain and increase existing levels of industrial 
concentration.® 


The committee’s record of hearings on the problems of small- 
business financing developed the expression of the thought that one 
of the greatest boons that could be given to small business for the 
expansion of industry would be to permit small business to accumu- 
late and retain earnings, out of which it could finance needed mod- 
ernization and expansion.* 


USE OF BORROWED FUNDS 
General 

The inability of small business to secure adequate financing for 
investment in the establishment, modernization, and expansion “of a 
business enterprise through either the sale of equity and other long- 
term securities to the public, or to accumulate and retain earnings 
from which to make such investments on a long-term basis, leaves 
small business restricted to financing through the use of borrowed 
capital. 

Borrowing from banks 

The principal source of small-business borrowing is from commercial 
banks. The ability of small business to borrow needed capital from 
commercial banks is dependent primarily upon the ability of the 
small-business concern to first establish a line of credit with the bank 
in question. 

How have small concerns fared during recent periods with growing 
restraints on credit prompted by the tightening up and thinning down 
of the money supply? One of the best indications to come to the 
attention of the committee which would, in turn, supply an answer to 
that question was disclosed by a survey made in the spring of 1956 
by Standard Factors, Inc., of New York. That survey was made 
principally to determine w hat the i impact of credit restraints had been 
on small-business concerns. That organization found that the effects 
had been discriminatory against small business in that the lines of 

85 See record of hearings before the Select Committee on Small Business, U. 8. Senate, on Tax Problems of 
Small Business, pt. 1, October 1957, p. 451. 
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credit extended by commercial banks declined to a much greater 
extent respecting small-business concerns than had been the case 
regarding the large concerns.” 

Its survey covered some 127 banks and 727 manufacturing firms in 
33 industries. It showed that, in March of 1955, before the first 
boost in the discount rate was made, 89 percent of the companies 
surveyed were regular borrowers from the commercial banks. Just 
1 year and 5 rate increases later, only 53 percent of the firms had lines 
of bank credit. Furthermore, it was the smaller firms that had been 
cut off. 

Of the smallest group of firms surveyed, 53 percent had a line of 
credit with the commercial banks in March of 1955, but in March a 
year later, only 18 percent of these firms had a line of bank credit. 
These were firms having a net worth between $5,000 and $25,000. 
At the other end of the scale, 99 percent of the biggest firms had a 
line of bank credit in March of 1955, and in March of 19! 56, 99 percent 
of these firms still had a line o1 bank credit. These were firms having 
a net worth of more than $2.5 million. 

The direct relationship between the impact of the credit squeeze 
and the size of the borrower, as reported by Standard Factors, Inc., 
is shown in the table below: 


Percent of 727% manufacturing companies having a line of bank credit, March 1956 
and March 1956, by size of company 


Percent of companies with 
bank lines March— 
Net worth of company 


1955 | 1956 
$5,000 to $25,000___. } 53 18 
$25,000 to $100,000 hid 82 | 44 
$100,000 to $500,000_- : a5 aa 94 | 7 
$500,000 to $1,000, 000. cen 99 | 98 
$1,000,000 to $2,500,000 - . det ; eae | 99 98 
Over $2,500,000. Se : 7 : densedacatecee! 99 99 


Source: Standard Factors, Inc. 


A small-business concern without a line of credit from a commercial 
bank is in serious difficulty. That fact is obvious. 

There are, today, about 15,000 commercial banks in the United 
States,® although this is half the number in existence in 1921. About 
14,000 of these have deposits of less than $25 million, and approxi- 
mately two-thirds of the total of 15,000 banks have deposits of less 
than $5 million. Thus, about 14,000 of the commercial banks are 
found in the smaller cities, and their principal borrowers are small 
businesses. In fact, most commercial banks are, themselves, small 
business.*! The following table discloses the distribution of the 
number of banks and deposits of insured commercial banks by size of 


’ 


community: ” 


Record, p. 44. 
% Id., pp. 34, 396. 


% Td., p. 396. 

 Id., p. 268. 

* Report, p. 399. 

" Id.. pm. 400, table 3. 
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Distribution of number and deposits of insured commercial banks, by size of com- 
munity, as of Sept. 21, 1956 








(Percent) 
Number of inhabitants (in thousands) Number of Bank 
banks deposits 

NS Ege te hn onan cn date n anand Shue ramen man aeede eieaiee gone tatin ae wat 29.3 3.1 
i ci al a al ee 22.1 4.3 
ans sak alin sila at ed eden as itn te Rr ach eee pec iiegl dennis gti oak ae aiimnsist ean 13.0 4.0 
GEL ch bent dedb ees cocbiou kh donde seweac seeks ch ewuen dina dadaedambcadenty 11.8 5.4 
alten et recs nected teuiocasd Kievan inns Reece Mba smack 9.4 7.5 
I asl hahaa cline ab een deen iemmieaa acts 45 6.1 
NN oh ett SEE 6 coh Shake whhindiw Paden —dttniibtadldaach a pebdsen baad abate 3.0 6.1 
al ae ae. ae abe amine Seppe anenelenE GaN Eimints aad aa 9.5 
250 to 500__.....-- jaa dics Als etettetencticlendanted alah hatiesihcidse: Dita abadtipa teres Ride b cieteatune 1.6 9.5 
I a ic leanne made ee cee a od 1.4 18.0 
I Cr rn cre ree ne en ee cemioe Rant eciiecrna + Lavuien e 1.2 | 26.5 

100.0 


PIS ccrcraian tee nowueh iia: kntietnmeniiiciasetbntataml tena sata eo — 100. 0 | 


ee gaa Report of the Federal Deposit Insurance Corporation for the year ended Dec. 31, 1955, 
pp. 78 and 68 


It is believed that most commercial banks, by virtue of the en- 
vironment in which they operate and their size, tend to be oriented 
toward small business. However, they seek credit-worthy bor- 
rowers, liquidity and safety of deposits above any altruistic feeling 
towards business, large or small. 

Routine small businesses with modest financing requirements are 
the bread and butter of thousands of small banks and constitute the 
livelihood for millions of families.” 

As reported by this committee in its final report for the 84th Con- 
gress: % 

The welfare of small banks and the welfare of small busi- 
nesses in other fields is, of course, intimately interrelated. 
And the declining position of small business in the economy 
generally is no doubt a result, in part, of the disappearance 
of small banks. In 1921 there were more than 30,000 banks 
in the country, or more than twice the 14,243 banks in 
operation at the end of last year. The year 1955 witnessed 
another net loss of 124 banks. 


As a followup to its previous study, Standard Factors, Inc. made a 
similar survey * in November of 1956 covering some 348 corporate 
borrowers. lt reported what had already been in evidence in the 
new accounts; namely, that big corporations have withdrawn from 
the bond market temporarily, and are drawing upon the available 
supply of bank credit to finance expansions, including mergers. And 
being important depositors, the big corporations are having their 
demands met by the banks in preference to small business. The 
findings of Standard Factors, Inc. follow. 

1. Large borrowers desiring funds for new plant and equipment 
have been pulling back from the bond markets because of higher 
interest rates demanded for long-term funds. 

While they are hoarding their long-term credit until interest 
rates drop, these large borrowers are putting pressure on banks for 
additional bank credit.” 





% Id., p. 401. 

“Id., pp. 7-8. 

% H. Rept. No. 2970, 84th Cong., 2d sess., p. 33. 

% H. Rept. No. 2970, 84th Cong., 2d sess., pp. 31-32. 
97 See report, p. 423, for similar conclusion. 
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3. Because of their commanding position as large depositors main- 
taining substantial and valuable bank balances, these large borrowers 
are getting this short-term bank credit and plan to keep renewing 
— bank loans until interest rates in the bond market decrease. 

This tendency to hoard long-term credit and use renewable 
samiebeean bank loans, decreases the pool of short-term bank money 
available to smaller borrowers who have no other source of financing. 
This trend makes bank credit even tighter than it would ordinarily 
be and is critically pressing small business. 

5. With the pressure on bank credit becoming more intensified, 
bankers are beginning to clamp down on the renewals of bank loans 
being used to finance capital expenditures, the replies here indicate. 

All commercial banks had outstanding as of the fall of 1957 between 
1% and 2 million separate loans (some duplicated) to business in 
comparison with a total business population of 4 million.* Twenty- 
two percent of these loans were to very large businesses with assets of 
$100 million and over, 12 percent were to large businesses with assets 
of $25 million to $100 million, and 31 percent were to medium-size 
businesses with assets of $1 million to $25 million.” Thus, it will be 
seen that about 65 percent of the number of business loans fall in the 
category of medium size to giant size businesses. The total of the 
business loans outstanding on October 16, 1957, by member banks was 
$41 billion,’ a 32-percent increase over October 1955. The small 
business portion of this was $6.9 billion included in 685,000 individual 
loans.’*! Established small businesses with good credit ratings tend 
to be accommodated through short-term general-purpose credit by the 
small banks in their localities within the limit of the banks’ capa- 
bilities."°? In the period from the fall of 1955 and the fall of 1957 
there was a smaller increase in bank loans to small business than in 
bank loans to large business."* Banks with deposits of less than $10 
million in this 2-year period increased their business lending by 12 
percent whereas banks with deposits of $1 billion or more increased 
their business lending by 42 percent.™ 

While business borrowing increased some $4.9 billion, loans to 
medium-size firms rose by $3.9 billion and loans to small firms by 
$0.7 billion. In terms of relative gains during the period, loans to 
large firms increased by 51 percent in amount and 31 percent in 
number; to medium-size firms by 28 percent in amount and 23 per- 
cent in number; and to small firms by 11 percent in amount and 4 per- 
cent in number.'® ‘This relationship is shown in the following tables: 


% Report, p. 360. 
9 Id., p. 365. 
10 Id., p. 371. 
101 Td., p. 396, 
102 Td., p. 367, 
103 Id., p. 369. 
14 Td., p. 386, 
105 Id., p. 425. 
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Business loans of member banks, October 1955 and October 1957,' by size of bank 


and relative size of borrower !% 





















































| Size of bank (total deposits Percentage change, 
in millions) 1955-57 
All banks a a 
Relative size | Under $20 to $100 and Size of bank (de- 
of borrower $20 $100 over posits in millions) 
ot A i nl 7 ‘| ati: hu ben 
Under | $20 | $100 
1955 1957 1955 | 1957 | 1955 | 1957 | 1955 | 1957 $20 to and 
| | $100 | over 
| 
| Amount (millions of dollars) Amount 
7,001) 1, 254| 1, 328] 1,371) 1, 546 3, 703) 4,127; +10.6 +5. ol412 dias 4 
17, 706) 1, 281) 1,594) 2, 106) 2, 665/10, 447/13, 447) +28.0) -+24. 4/+26. 5|4+28.7 
14, 704 88 104 495 649) 9, 176)13,951) +50.7) +17. 7/413. 1/+52.0 
40, 618) 2, ii 3,101] 4,087) 5,015)24, 009/32, 501; +31.9) +14. 5|4+22.7/+35.4 
cial eae 5 a Sai 
| Number (in thousands) Number 
714. 4| 302. 5) 285. 4) 150.8) 162.3) 232.2) 266.7) +4. o| —5.7| +7. 6)+14.9 
480.8) 140.1) 159.1] 99.4] 132.2] 151.7) 189.5) -+22.9| +13. 5|/+32. 9}+24.9 
34. 7 2.6 3.1 5.5 7.4) 18.3) 24.3) +31.4) +18.3/+33. 2/+32.8 
All sizes | 1, 185. 2 1, 280. 6| 465.3) 458.8) 269. 5) 315.3) 450.4) 506. 5 +8.0 —1. 4)+17. 0)+12. 5 











1 The total asset size used to classify various types of business as relatively small, medium, or large is givea 


in survey II, appendix A. 
2 Includes a small amount of loans for which size of borrower was not ascertained. 


NotTe.—Details may not add to totals because of rounding. 
(2d, p. 426. 
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From the foregoing tables it is shown that in both 1955 and 1957 
most business loans outstanding at member banks were to relatively 
small-business concerns, but that most of the dollar volume involved 
in those loans was to large businesses. Between 1955 and 1957, the 
dollar volume of outstanding loans rose for all borrower size groups 
except the smallest firms with assets less than $50,000 each. Loan 
growth was much greater for each of the two largest asset groups than 
for any other group. The growth was 66 percent for borrowers with 
assets of $100 million or more and 51 percent for those with assets of 
25 to 100 million dollars each. The average increase was only 21 
percent for al] other size groups including the small business groups. 
The percentage was 32 for total business loans. 

Within industry groups, as well as for businesses as a whole, loan 
growth was much greater for large than for smaller firms and generally 
declined with the size of the business. 

In regard to the question of the security required for the loans made 
by commercial banks to business concerns, it is clear that greater 
security was required by the banks for the loans made to small business 
than was required in the case of the loans made to the large business 
concerns. Therefore, a question is raised as to whether or not the 
nature or the extent of the security required by commercial banks 
before the making of loans to small business operated as an obstacle 
to the availability of capital for small business. 

Certain types of new business may have extreme difficulty, but 
given an adequate equity base and demonstrated management ability 
a person entering a new business can conceivably get additional financ- 
ing through banks if proper security is given. As stated in Messrs. 
Eastburn and Balles report:'® 


They are likely to borrow on various kinds of collateral— 
stocks, bonds, mortgages, accounts receivable and endorse- 
ments are common. Banks very frequently require more 
collateral of new businesses than from other borrowers. 
Insurance on the owners’ life is often required. Banks may 
hold the loans to shorter terms, grant smaller amounts, and 
occasionally charge higher rates. They are likely to super- 
vise the loans more closely. 


Firms that cannot qualify for loans on any other basis must resort 
to loans supported by collateral unrelated to the business although 
it is believed that some small businesses borrow in this way simply 
because of the convenience and to get credit easily and quic ‘kly without 
having to reveal their aeamelil status in great detail.! 

Since real estate is often the small businessman’s best collateral 
much of the financing of such businesses is done on mortgage loans 
ranging from 5 to 15 years, averaging around 10 years.'’ Interest 
rates were around 5% to 6 percent in 1957, about 1 percent higher than 
in 1954.' 

Many banks loan money to small business on the security of newly 
purchased equipment. Highly specialized machinery sometimes has 
difficulty through the banks, the general run of equipment being that 
for which there exists a re ady secondhand market. Loans of from 


108 Td., p. 403; see also report, p. 417. 
109 Td,, p. 406. 

110 Td., 407. 

1 Td., p. 408. 
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two-thirds to three-fourths on new equipment and one-half to two- 
thirds on used equipment seem common, with maturities from 24 
months to 36 months. Loan amounts and maturities tend to be more 
liberal in large metropolitan than in rural areas. Interest rates cluster 
around 5 to 6 percent, yet the effect interest rate on such equipment 
loans are 12 percent or more. Loan amounts and maturities have not 
changed much since 1954 but interest rates have increased 1 to 2 
percentage points."!” 

In ne upon the situation the Federal Reserve System 
stated: 1 


In both 1955 and 1957, the bulk of the dollar amount of 
loans outstanding to small borrowers was secured by col- 
lateral, endorse, or garanteed by someone other than the 
borrower. In contrast, only about one-sixth of the loans to 
the largest borrowers was secured, as shown in table 7. 

The table referred to is as follows: 


Relation of secured loans to total business loans of member banks, 1955 and 1967, 
within size-of-borrower groups 


















































Amount Number 
Secured loans Secured loans 
Fotel ome bo Ae Total loans es 
Size of borrower (total (in millions | (in 
assets, in thousands) | oi dollars) Millions of | Percentage | thousands) Percentage 
dollars of total for Thousands | of total for 
size group size group 
SS aS ee | | ee 
| | 
1955 | 1957 | 1955 | 1957 | 1955 | 1957 | 1955 | 1957 | 1955 1957 | 1955 | 1957 
| 

i Ws se eine |30, 805 l40, 618 115, 700 20,426 | 51.0 | 50.3 /1, 185 /1, 281 | ne | 856 | 67.4 66.8 
Less than $50-._---- | 1,501 | 1,456 | 1,191 | 1,141 | 79.3 | 78.4 503 505 | 347 | 344 | 69.0 68. 2 
50 to $250. .._- 4,505 | 5,256 | 3,374 | 4,023 | 74.9 | 76.5 415 494 270 | 325} 65.1 65. 7 
$250 to $1,000_....___- 5,051 | 6,302 | 3,452 | 4, 543 68.3 | 72.1 126 158 | 80 104 | 63.3 65.9 
$1,000 to $5,000 -....._| 5,586 } 6,775 | 3,296 | 4,056 | 59.0] 59.9] 38) 48/ 22] 29/586] 60.7 
$5,000 to $25,000_ | 4, 742 5,912 | 1,996 | 2,661 | 42.1 | 45.0 ll 13 4 6 | 39.3 48.5 
$25,000 to $100,000__.__| 3,240 | 4,893 828 | 1,381 | 25.6 | 28.2 4 5 | 1 2 | 29.0 31.7 
$100,000 or more.......| 5,297 | 8, 815 784 | 1,546 | 14.8 | 17.5 6 | 6 2 2 | 37.8 34.7 

! i 

















1 Includes a smal! amount of loans to borrowers whose size was not ascertained. 


Testimony of Mr. William F. Kelly, of the American Bankers 
Association, described the growth of the installment—credit depart- 
ments of the commercial banks as a source of loan volume to small- 
business concerns, saying :'!* 





It is estimated that about 25 percent of the outstandings 
of such departments are represented by loans to small 
business taking the form of financing the purchase of auto- 
mobiles, delivery trucks, machinery, equipment, and even 
inventory and accounts receivable. 


Other forms of financing received by small businesses from com- 
mercial banks include the purchase by the banks of consumer paper 
with or without recourse,’ and, to a lesser extent, construction loans, 
inventory loans and accounts receivable financing.'"*® On occasion 

13 1Td., pp. 408, 346. 

3 Id., pp. 384-385, 

14 Record, p. 396. 


'§ Report, p. 409. 
ne Td., p. 410. 
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smaller banks participate with larger banks in making loans where the 
size is beyond the legal limit of the smaller bank.'”” 

Bank loans having an original maturity of more than 1 year are 
generally referred to as ‘‘term loans.’”’ Term loans constituted about 
one-third of all bank loans to business." 

It is quite probable that high-interest requirements have proven 
to be an obstacle to small business in securing capital from commercial 
banks. Small businesses, it is generally recognized, pay a higher 
interest rate on borrowings than do large businesses. Average in- 
terest rates on bank loans made since June 30, 1957, and outstanding 
in October of 1957 ranged from 4.4 percent on loans to the largest 
borrowers to 6.5 percent on loans to the smallest. The spread in 
rates between large and small stood at 2.5 percentage points in 1955 
and at 2.1 percentage points in 1957."° The comparison of interest 
rates will be found in the following table: 


Interest rates on member bank loans to business, 1955 and 1957, by size of borrower 
and maturity of loan 


{Average rates on loans made between July 1 and survey date. Percent per annum.] 



































1955 1957 Net increase, 1955-57 
| 
Size of borrower Short-| Inter- | Long- Short-} Inter- | Long- Short-| Inter- inane. 
(total assets term | medi-| term term | medi-| term term | medi- | term 
in thousands) | All \(i year| ate- | (over | All |(1 year} ate- | (over| All |(lyear] ate | (over 
loz = or | term; 565 loans| or term 5 loans| or j| term 5 
| less) } (1 to 5 | years) less) | (1 to 5| years) less) | (1 to 5 |years) 
| | yes ars) | years) years) | 
| | Sm 
¢ seat Mat ae —|— 
All sizes 1__. aman] aa | 4.2 | = 41/49] 60] 57 47| 0.7] 08] 07] 0.6 
Less than $50. ...- 5.8 5.5 | 7.9) 52) 65] 61 8.7 5.8 <a .6 $ .6 
$50 to $250..-....-) 5.1] 5.0] 62] 50) 57] 56] 7.1) 56] .6 -6 8 6 
$250 to $1,000...) 4.6] 46} 5.2 | 4.8} 54] 64] 60] 54] .8 a 8 .6 
$1,000 to $5,000_- 4.1 4.1 | 4.6 4.3 5.1 5.1 5.7 5.1 1.0 1.0 1.1 8 
$5,000 to $25,000..-| 37| 37/ 39| 41] 48] 48] 40] 48] ri] rif vil ¢7 
$25,000 to $100,000_| 3.4 3.4 | 3.9) 36) 45 4.6 4.6 4.3] 1.1 1.2 at 8 
$100,000 andover..| 3.3| 32) 3.2 3.6 4.4 4.4 4.4 3.9 1.2 1.2 2 3 


_ 


| 
| 
| 





1 Includes a small amount of loans for borrowers whose size was not ascertained. 


It should be noted that during this 2-year period bank requirements 
that borrowers maintain compensating balances also became more 
widespread and more stringent. Mr. James B. Eckert, of the Federal 
Reserve Board, believes that these requirements apply mainly to large 
borrowers and that it is likely that the differences in effective interest 
rates charged large and small borrowers narrowed even more than the 
pure interest rate data indicate.” Messrs. Eastburn and Balles in 
their report on commercial banks state that the large banks, in par- 
ticular, facing a relative or absolute loss of deposits, took steps to 
bolster their position as follows: ™' 


As a prerequisite for obtaining bank credit, the setting 
forth of a prior deposit relationship, as well as a minimum 
compensating balance during the period of the loan, was one 
way of accomplishing this obje ctive. The extent, therefore, 
to which established de posit relationships and compensating 
balances became an increasingly important type of qualifica- 

417 Record, pp. 409-410. 
118 Report, p. 30. 


119 Td., pp. 387-388, 
129 Td., p. 388. 


p. 
11 Id., pp. 430, 433. 
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tion in obtaining bank credit was one of the important by- 
products of credit restraint. 


Thus, the effective interest rate to borrowers is greatly increased 
when banks require from 15 percent to 20 percent of lines of credit to 
be maintained as deposits.'” 

A number of commercial banks participate in supplying funds to 
State Development Credit Corporations, pledging themselves to 
make loans on call—up to 2 or 2% percent of capital and surplus. 
While financing of small business is not an explicit aim of these de- 
velopment corporations, most of their financing has gone to smaller 
businesses. The growth of term lending by banks has been some- 
what accelerated by the term lending by Government agencies. 
Participation lending has enabled banks to make larger loans to 
individual borrowers.'* Commercial banks also participate with the 
Small Business Administration in making loans to small business. 
In recent times from 66 percent to 70.6 percent of the Small Business 
Administration’s loans were bank participating.’™ 

There are some few instances where banks have participated with 
the life-insurance companies in the making of loans to small business.'”* 


Borrowing from the Small Business Administration 


The small Business Administration is the only Federal Government 
agency at the present time with a loan program designed specifically 
to promote the welfare of small business. 

Prior to 1953 there were a number of lending programs by Federal 
credit agencies serving several purposes, but not specifically designed 
to aid small business. Programs to combat the depression of the 
1930’s, to finance defense production during the war and the recon- 
version period thereafter were given Federal aid. The following 
ae these programs along with data for the 1954 to 1957 
period: **? 


122 Id., p. 471. 

18 Id., p. 337; record, p. 402. 
14 Report, p. ; 
128 Record, p. 232. 
1% Report, p. 522. 
127 Id., p. 255. 
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Business loans and loan guaranties of Federal agencies, 1934-57, by periods and 
§ 3 ’ t ’ § 
by agency 


[Amounts in millions of dollars] 


| os 
| Authorizations of direct loans, participations or 
| commitments, and insured or guaranteed loans 























5 OU Fae sd vee lads ‘a 
Agency, program, or type of lending | estab- | | 
lished | 1934-41 | 1942-53 1954-57 
| (year) J a SNe Sine eee 
| | ¥ 
Number| Amount | Number|Amount | Number! Amount 
| ! 
| By agency or program 
Reconstruction Finance Corporation.| 1934 | 10,527 | 765 | 151,288 | 14,848 |......... boda a 
Federal Reserve banks Sa 1934 | 3, 202 | 280 | 563 535 21 36 
Smaller War Plants Corporation. -_- ee Re. Soke PE ae | 14,775 Wee Ree ee 
Regulation V loans 2 eal ieee BT) Lccnseees Sreceeee ad 9,965 | 12,702 206 | 530 
Veterans’ Administration.__._______- Ok Ralead hat A dtd Bic asec oces 210, 986 | 566 | 20, 221 | 72 
Small Business Administration-...._- WR ies SiS 7 es | 8,597 | 393 
Fisheries loan program (Department | | | 
Or the Interior... .........- ena ethic cee abuse ake aoicd santekk eee en tet s 174 | 5 
| | } ! 
By type of lending 
i | | | 
Direct loans. ........... cccasnd niamabaiid mma $9, 520 | ° 638 30,253 | 3,254 | 2, 839 | 120 
Immediate participations 4.___...___.] pecaatwennl 692 | 36 | 3,606 191 3, 535 178 
Deferred participations 4..........._- Sk delasieie ail j 1,614 | 145 | 22, 204 | § 1,883 | 2, 397 104 
Loan guaranties *_ __................- Shc Ch doses snl aoclensteieltions Leki ....| 220, 951 | 13,268 | 20,427 602 
Ot SS ee ee 1, 903 226 563 535 | 2 | 36 
| 





i RFC loan program terminated Sept. 28, 1953; SWPC program terminated in January 1946. 

? Ist program inaugurated in 1942; 2d in 1950. 

8 Figures for Federal Reserve banks are for 1934-40. Classified data not available for 1941. 

4A precise classification of RFC participation loans is not available. Figures for the 2 types of participa- 
tions for this agency are estimates based on information indicating that deferred participation loans 
accounted for 70 percent of the number and 80 percent of the amount of all participation loans in 1934-41, 
and for 85 percent of the number and 90 percent of the amount in 1942-53. See R. J. Saulnier, Harold G. 
Halcrow, and Neil H. Jacoby, Federal Lending and Loan Insurance (Princeton University Press, 1958), 
pp. 482-486. (Cited hereafter as National Bureau Report.) 

5 Includes $172,000,000 as SW PC share of deferred participations. Data on bank share of participations 
not available (see Comptroller General of the United States, Report on Audit of Smaller War Plants Corpo- 
ration, 80th Cong., 2d sess., H. Doc. 549 (1948), pp. 2 and 14). 

6 Includes V A-insured as well as guaranteed loans. See p. 261 for explanation of “‘insured’’ loans. 

7 Figures are for the 13b program of the Federal Reserve banks, except that direct loans under that program 
in the 1934-40 period have been classified (see note 3). 


In the prewar years of 1934 to 1941 Federal credit for large and 
small business was provided largely by the Reconstruction Finance 
Corporation and the Federal Reserve banks. Distribution of loan 
authorizations of the RFC and the Federal Reserve banks by size, 
1934-41, is shown in the following table: '8 


Distribution of loan authorizations of RFC and Federal Reserve banks by size, 
1934-41 





[Percent] 

RFC Federal Reserve banks ! 

Size of authorization a | iniadeaianaetneleiinienenaainnpimaintiie 
| 

Number Amount | Number | Amount 
Under $10,000-- 51.5 | 4.5 37.4 | 3.1 
$10,000 to $25,000 ; | 19.1 7.2 21.8 6.8 
$25,000 to $50,000_ | 11.2 9.3 | 17.4 11.3 
$50,000 to $100,000 seal 8. 13. 4 11.8 15.2 
$100,000 and over. 10.1 | 65. 6 11.6 | 63.6 
All sizes... pncal 100. 0 100.0 | 100.0 | 100. 0 


1 Data for June 19, 1934-Dec. 29, 1937. 


Sources: Reconstruction Finance Corporation, Quarterly Reports. Board of Governors of the Federal 
Reserve System, Annual Report (1937). 


128.1d., pp. 256-257. 
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On the basis of defining small business as one with assets of less 
than $50,000, one-fourth of the number of 13b loans by the Federal 
Reserve banks and 2 percent of the amount went to small business. 
On the same basis of asset size approximately 4 percent of the amount 
authorized by the RFC went to small business. Dr. Carl T. Arlt, 
economist with the Federal Reserve System, expressed it this way: !”° 


By all these standards, the amount of small-business 
financing by the RFC and the Federal Reserve banks during 
the 1934-41 period was quite small. 


And after considering these and the V-loan rograms he 
. t 5 
comments: !°° 


It is clear that, whatever the criteria used in defining 
small business, the dollar volume of loans to this sector was 
relatively small for programs conducted by the RFC and 
the Federal Reserve banks, and very small for the V-loan 
program. 


Such small-business loans of the Reconstruction Finance Corpora- 
tion as remained on July 1, 1957, were transferred to the Small 
Business Administration for servicing." 

Since 1953 the Small Business Administration has had the only 
significant Government lending program for small business."? The 
SBA was established, among other things, to render financial assistance 
to small businesses by way of needed credit (participations and direct 
loans) provided (sec. 207a of the Act) that such financial assistance is 
not otherwise available on reasonable terms. And all such loags 
must be of sound value or so secured as reasonably to assure repay- 
ment.’ SBA also makes loans to victims of disasters such as floods, 
hurricanes, and droughts (under sec. 207b), but in such loans there is 
no statutory credit criteria as prescribed for those merely needing 
credit under section 207a.™ 

The House Small Business Committee in House Report No. 1045, 


July 1, 1955, after making an extensive study of SBA lending opera- 
tions, stated: '* 


A study of the evidence as submitted to the committee 
established that this important phase (financial assistance) 
of the program of Small Business Administration was not 
being adequately administered. The evidence indicates 


that the method of operation in processing loan applications 
requires considerable revision. 


SBA received many inquiries from small-business concerns (approxi- 
mately 11,000 per month) during the first year and a half of its 
operations." Only 5,085 of those inquiries successfully passed 
SBA screening operations and eventuated in formal applications. 


129 Id., p. 257. 


130 Id., p. 278. For reasons for failure of the loan program under sec. 13 (b) note statement in June of 1950 
of Thomas B. McCabe, then Chairman, Board of Governors, Federal Reserve System, reprinted in hearings, 
Senate Banking and Currency Committee, June 1957, p. 424. 

131 9th Semiannual Report, SBA, pp. 31, 50. 

132 Report, p. 262. 

183 Id., p. 262; record, p. 220. 

1% Record, p. 220. 

138 H. Rept. 1045, 84th Cong., Ist sess., p. 6. 

13% H, Rept. No. 1045, 84th Cong., Ist sess., p. 16. 
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The records of the SBA showed that for the same period of time; 
namely, from August 1953 to April 1955, only about 20 percent of the 
applications received resulted in loan authorizations, and only about 
50 percent of the authorizations resulted in disbursement of the 
loans during that period as shown by the following table: '*” 







Number of 
Region applications 
received 


Number of | Amount au- | Number of | Amount dis- 
applications thorized ee bursed 
authorized disbursed 


I aie nnn n si siwinnitinnaeds 50 $2, 779, 000 | 31 $1, 679, 000 
i 5 Se ee 74 | 5, 227, 000 | 50 3, 386, 000 
IN Ii isi ersstidansrsstieicsi 69 3, 193, 000 46 2, 125, 000 
Pe oreineticnnsioiacnoibiiin 70 3, 616, 000 42 2, 177, 000 
Atlanta 5... 164 7, 441, 000 105 4, 303, 000 
Cleveland 6- - 147 7, 668, 000 89 4, 583, 000 
Chicago 7-...-. 114 6, 220, 000 70 3, 328, 000 
Minneapolis 8 89 3, 203, 000 51 1, 495, 000 
Kansas City 9_- 136 7, 639, 000 67 3, 325, 000 
eee 176 10, 118, 000 94 5, 442, 000 
EE Sen 49 2, 281, 000 29 1, 135, 000 
San Francisco 12. ............... 19 1, 331, 000 ll 880, 000 
RI acca 134 6, 948, 000 75 3, 512, 000 
ee ee 133 6, 154, 000 7 3, 129, 000 

i icdthiasctstssindincnntmsentinnin 1, 424 73, 818, 000 830 1 40, 499, 000 


J1Amount listed as disbursed includes moneys committed. 
Source: Smal] Business Administration, 


At no time during the entire period of its lending operations has 
SBA approved more ‘than approximately 60 percent of the applications 
filed by small-business concerns for loans. That is shown by the 
f@lowing chart: 


137 1d., p. 6. 
1% SBA 8th Semiannual Report, p. 47; SBA 9th Semiannual Report, p. 36. 
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The preceding charts demonstrate that the proportion of approvals 
to the total number of applications filed has risen sharply since the 
early periods of SBA lending operations. 

To qualify for a loan under the Small Business Administration the 
business unit must be small according to the following definitions: '*” 

(1) Manufacturing concern. —Small if it employs 250 or fewer em- 
ployees, including employees of affiliates; large if it employs more 
than 1,000 persons. If a firm has more than 250 employees but 
less than 1,000, classification as small or large depends on the type of 
manufacturing activity. 

(2) Nonmanufacturing concern.—Wholesalers, small if annual dollar 
sales are less than $5 million; retail or service trades—small if annual 
sales or receipts are less than $1 million; construction—small if average 
annual receipts for preceding 3 years are less than $5 million; trucking 
and warehousing—small if annual receipts are less than $2 million ; 
and taxicabs—small if annual receipts are less than $1 million. 

However, all firms conforming to the size standards are not neces- 
sarily eligible for loans. As a general rule, SBA does not grant loans 
to firms requiring capital to finance a change in ownership, unless 
the change is necessary to the continued existence of that business. 
Nor will it grant loans to recreational facilities or lending institutions.’ 

The Administrator of the Small Business Administration described 
the activity under section 207a, in rendering financial assistance to 
small business as follows: ™! 


Such loans may be authorized to finance plant construc- 
tion, or to finance the acquisition of equipment, or to supply 
small-business concerns with working capital, or to finance 
any other reasonable program of the borrower which is in 
the public interest and is to maintain a well-balanced econ- 
omy. Our loans may be made in cooperation with lending 
institutions or directly, if a participation by a bank is not 
available. SBA’s share of any loan may not exceed a maxi- 
mum of $250,000 to any one borrower except that provision 
is made for loans in excess of $250,000 to corporations formed 
by groups of small-business concerns for the purpose of 
establishing facilities in and through such corporations to 
produce or secure raw material or supplies.'? In this case 
the limitation of $250,000 to any one borrower may be 
multiplied by the number of separate small businesses which 
have formed and capitalized such a corporation. 


The proposed uses to which borrowings from SBA were to be put 
for the period from its organization in 1953 to September 30, 1957, 
is shown in the following table: '* 


139 Report, p. 263. 

140 For list m reasons for rejecting loans because of ineligibility, see record, p. 249. 
M41 Record, p. 219. 

142 For details see Pool Loan Authority, record, pp. 274-276. 

43 Record, p. 230. 
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Exuinit I1.—Proposed uses of business loans approved, cumulative through 
Sept. 30, 1957 


Loans approved 
Use 
Amount Percent of 
total 

UI iia sis bb in th cee shih cal dhncd esd ake tee 
WIS COUR 9s seen cde ea nh dae aeeb eu wnenbuensas eens 
I sini dn a nn wisi db0e de endless bet int inbeeetenes 
IONE Gk QURURIIRUIIIIIL 5 <qns.c<.crscecic ginsneprclenonapiacdauatdanipstnagssaanpedtadae 
Equipment_____....-. eidbhsebc oi * 





In the administration of the loan provisions of the Small Business 
Act the Administrator stated that the dual qualification required of 
security for the loan and ability to repay allows them to authorize 
loans to creditworthy borrowers by shifting the emphasis to either of 
these dual requirements. He was emphatic, however, that it was not 
in the interest of any small-business borrower to receive a loan, no 
matter how well secured, if it does not appear that the borrower can 
repay the loan out of earnings, adding: 


I do not believe it is in the public interest to make a loan 
to a borrower who cannot repay the loan except by liquidation 
of his collateral; I do not believe that the Congress in- 
tended such loans to be made. 


Of the 7,018 loan applications denied by the SBA from May 1, 1954, 
to September 30, 1957, the most frequent reason (38.9 percent) for 
declining business-loan. applications was that earning ability of the 
applicant was not demonstrated sufficiently to give reasonable 
assurance that the loan could be repaid in the future." 

Complete data on the reasons for SBA declining business-loan 
applications is contained in the following table supplied by the SBA 
for the period May 1, 1954, through September 30, 1957: “* 


Exuisit III.—Reasons for declining business-loan applications, period May 1, 
1954, through Sept. 30, 1957 


(Total applications declined, 7,018] 





Reasons Number Percent 

of total 
TOR PIII Bint nc ctnatistiinbociptdychissdshlicntuidiweie 15, 272 100. 0 
Earning ability not demonstrated or assured for future_..................--. 5, 941 38.9 
I i ici a id 3, 617 23.7 

Insufficient equity investment (including disproportionate debt-net worth 

NO i865 05 did dane sennicass wapitetient tb. rts 2, 567 16.8 
Need for Small Business Administration funds not demonstrated. ........_-. 1,049 6.9 
WONT) MIRSINEID OUNNNEEINUN 6 Shc c asco c celled liselendeadiaebons 1, 198 7.8 
ids bea ncicdeetrnbineagniiimiiocvnn’baienn banpan timate nada 278 1.8 
GET biti thiccpcusacscubghcnaheettdedkihedunsuaipeatemataeranaar ate 622 4.1 


1 Total number of reasons Is in excess of number applications declined because in most Instances 2 or more 
reasons for declination were given. 

144 Id., p. 221. 

146 1d., pp. 221, 230. 

146 Td., p. 230. 
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With minor exceptions, SBA loans may be made for periods up to 
10 years and carry the rate of interest established by law of no more 
than 6 percent.!” 

SBA will make direct loans only if participations by other lending 
institutions are not available.’ 

SBA’s policy is to make all direct loans at 6 percent and to make 
participation loans at rates determined by the private lender (within 
the 6 percent maximum). SBA does not permit a rate differential 
between bank and SBA shares of a participation loan.’ 

The current lending authority of SBA is $430 million. This is set 
up as a revolving fund, and it is divided in the following manner: 
$305 million for business loans, and $125 million for disaster loans. 
While the authorization sets the limit on total outstanding loans and 
commitments, it does not automatically provide funds for lending 
operation. These are appropriated to the revolving fund by Congress 
annually on the basis of SBA estimates of the funds to be disbursed 
and committed. SBA pays interest on funds (received from the 
Treasury) at a rate which for each fiscal year is equal to the average 
interest rate on Treasury borrowing.’ 

The status of the statutory limitation of loans and contracts as of 
February 28, 1958, follows: 





Disaster Business 
loans loans 
LS Btiabery Tae se 5 nonce ce. oe ose apart ale teil Katey ie $125, 000,000 | $305, 000, 000 





cacuase, Syeee 979 156, 018, 148 
Si calpnctinbind temptation 822, 478 30, 570, 800 


2. Less SBA investment in outstanding loams___-.........-.-.._--- 
3. Less outstanding loan commitments: 
Deferred participation loans disbursed by banks 


Undisbursed loan authorizations................--.----------------2-- 2, 517.018 48, 779, 019 

da tel chashtia a tacietel nnn snapivtsteatsdieimntahs thiegiiiicm naa eal 48, 675, 475 79, 349, 819 

iia su il ain d, Hipih in hae nantes nigabbodiiel jenenee--------| 285, 367, 967 
Tay we Sap TN is iin is te sees iii, "76, 324, 625 "69, 632, 033 





Note.—No contract commitments have been made against the statutory. limitation of $100,000,000 ob- 
tained in the provisions of sec. 204 (b) of the Small. Business Act of 1953, as amended. 


Borrowing from life-insurance companies 

It has been shown that as of October 16, 1957, commercial banks, 
member banks of the Federal Reserve System had business loans out- 
standing in the amount of $41 billion. When one considers all busi- 
ness nonfarm financing, exclusive of Federal, State, municipal, and 

rovincial financing, carried on by life insurance companies, it is 
lou that the total for 1956 exceeds $41 billion. 

The life-insurance companies are the leading institutional source of 
long-term debt financing of the American business community. In 
addition, in recent years the life-insurance companies have made 
substantial investments in preferred and common stocks of privately 
owned corporations of various kinds including railways and public 
utilities. Of course, the life-insurance companies together constitute 
one of the chief repositories of the Nation’s savings. During 1956 the 

167 Id., p. 220; report, p. 265. 

1# Report, p. 264. 

40 Id., p. 265. 

160 Id., p. 263; also see 9th Semiannual Report, SBA, p. 32. 


181 Hearing, Select Committee on Small Business, U. 8S. Senate, March 25, 1958, titled “Small Business 
Administration—1958,” exhibit IV, p. 13, 
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total assets of all of the United States life-insurance companies 
amounted to $96,011,000,000. To reach that tremendous total, their 
assets have experienced a steady growth. They have doubled each 
decade since 1910. 

It is a tremendous problem for the officials and other representatives 
of life-insurance companies to invest properly the huge funds at their 
disposal. Generally, those funds are placed in three kinds of invest- 
ments—Government securities (Federal, State, and local), corporate 
bonds, and real-estate mortgages. During recent years they have 
reduced their holdings of Government securities which were acquired 
largely during the war, and have increased their investments in 
corporate bonds and mortgages. 

Long-term debt financing of business, as evidenced in the combined 
total of corporate bonds and business real-estate mortgages, absorbed 
about three-fifths of the total net investment of life-insurance company 
funds in the 1945-57 period.’” See the following table: 


Net investment of life-insurance companies in business securities and mortgages, 




















1946-57 
A. RELATIVE TO OTHER TYPES OF LIFE-INSURANCE COMPANY LOANS AND 
INVESTMENTS 
Amount Percentage 
Type of financing (billions of | distribution 
dollars) 

Business securities and mortgages, total. _._..-......-----.--.--------..---. 35.8 60 
Corporate bonds. - -.-.--- incilinastnitca lath itiea abaseince laceagleiatarndigiamlbiae 30. 5 51 
Business mortgages. .-- - -- a ee a 5.3 9 

Other real estate mortgages-. ; ancien che eiiememnwehe datas e io 23.2 — 30 

Government bonds: 

United States _.-.-...-.-- asi tkwelwiunwemacmien saunas —8.5 —14 
State and local : ‘ : ae ne tears di 1.3 2 

All other. -...-- eu nes Ancien npredieniienhs seciubiie eames aisha 8.2 14 
Total IONS GG MAVONN Rs a tits cn enincctdcccacatetgiewuedsanstuaangs o.1} 100 


B. RELATIVE TO TOTAL NET FINANCING THROUGH BUSINESS SECURITIES AND 





MORTGAGES 
Total net Ratio, life- 
financing insurance 
Type of financing (billions of | company to 
dollars) total 
(percent) 
Business securities and morgages, total......................-.-..--------.-- 64,1 56 
COUPON BOB a. a ncccusig gs cntwabeusnddsannaniinewans bid nhs 46.7 65 
TOUTE BRT icc ctrntnign ctbnwd beth daduihitinAtnietintanttaiec amas 17.4 31 





Source: Securities and Exchange Commission, Life Insurance Association of America, and Board of 
Governors of the Federal Reserve System. 


182 Report, p. 513. 
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In a preceding section of this report it has been pointed out that 
the commercial banks, for’ the most part, engage in short-term and 
intermediate financing of business. Life-insurance companies as a 
rule are not interested in short-term loans. The average maturity of 
the loans made by life-insurance companies is in excess of 10 years.'™* 
They have specialized in intermediate and long-term credits provided 
through open-market purchases of corporate bonds and notes, direct 
purchases of such instruments, and mortgage loans on nonresidential 
property. 

Life-insurance loans to business and industry by type of investment 


and amount authorized for the year 1953 through 1956 are shown in 
the following table: ' 


Life-insurance loans to business and industry by type of investment and amount 
authorized 


{In thousands] 








| 1953 1954 | 1955 | 1956 
snoemnel eames ponent ae 
Corporate bonds and notes: | 
Business and industrial . _- | $2,776,486 | $2,624,475 | $2, 678,717 $3, 390, 966 
Public utilities | 1, 146, 448 | 802, 839 | 482, 844 428, 937 
Business and industrial mortgages_--. 749, 548 _h 067, 697 1, 191, 151 1, 268, 761 
Total... | 4, 672, 482 | 4,495,011 4, 352, 712 nz} 5, 088, 664 





1461d., p. 181 
%1d., pp. 136, 144. 
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Life-insurance loans to business and industry by size of loan, 
amount authorized, and number of borrowing operations is disclosed 
in the following table: #8 


Life insurance loans to business and industry ' by size of loan, amount authorized, 
and number of borrowing operations 2 
























































1953 | 1954 1955 | 1956 
Total size of loan persenionebrerneedienseee-dnee 
Number?) Amount] Number?) Amount | Nomber amount umber ?|Amount | Number amount 
Amounts in thousands of dollars 
ale | 7 
Under $50,000__.......--- 2,007} $48, 894) 2,072) $50, 446 2,064| $50,725 1,953} $59, 121 
$50,000 to $100,000__..._.- 815) 56, 419) 934; 63,672 981 67, 108 1, 075 73, 834 
$100,000 to $250,000__._. - 858 27, 033} 1,072} 169, 684) 1,170) 179,754 1,214) 184, 456 
$250,000 to $1,000,000. __.- 595} 269, 327 899} 378, 212/ 863) 396, 591 823) 393,175 
$1,000,000 to $5,000,000... 362} 713, 117) oo 856, 837 448) 855, 629 498 1, 007, 836 
$5,000,000 to $10,000,000. 83} 402, 003 371. 916 104| 496. 329 99} 594, 984 
$10,000,000 and over-....-- 146 3, 055, 779) 175) 2, 613, 244) 158)2 2. - 306, 576 1882, 874, 258 
cidscunainas 4, 866 4, 672, 482| 5, 605 4, 495, 011) 5, 784 352, 712| 5, 850 5, 088, 664 
| i 
i ' ' 

As percent of total number and total amount 

} — —— = —_—— - — 

| | 
Under $50,000......---.--| 41.3 1. 0) 37.0) 1. | 35.71 1. 2) 33. 4 1.0 
$50,000 to $100,000__...___| 16.8 1.2 16. 7| 1.4 17. 0| 1.5 18.4 1.5 
$100,000 to $250,000__....- | 17.6 2.7 19. 1 3. 6) 20. 2) 4.1 29.7 3.6 
$250,000 to $1,000,000. ____ | 12.2 5.8 14.4 8.4 14. 9} 9. 1) 14.1 toe 
$1,000,000 to $5,000,000. | 7.4 15.3 8.4 19. 1| 7.7| 19. 7| 8.5 19.8 
$5,000,000 to $10,000,000- _| 1.7 8.6 1.3 8. 3] 1. 8} 11. 4| 1.7] 9.9 
$10,000,000 and over._..-_- 3. | 65. 4 3.1 58.1 2.7} 53. 0) 3.2 56.5 

Total............ .| 100. 0 100. 0 100. 0 100. 0| 100.0} 100.0} 100.0} 100.0 


1 Includes investments in business and industrial bonds, public utility bonds, and mortgage loans to 
business and industry. The survey does not include investment in residential mortgages. The importance 
of residential mortgages is indicated by the fact that during 1953-56 the life-insurance business as a whole 
made $16,700,000,000 of residential mortgage loans, of which $5,390,990,000 were VA guaranteed and 
$;,400,000,000 were FHA insured. Although exact figures are not available, it is well known that many of 
these residential mortgage loans are in fact small business loans. Likewise the survey does not include 
farm mortgage loans, which are really business loans. During 1953-56 the life-insurance business made 
120,913 farm mortgage loans, for a total of $1,779,759,090, or an average loan of $14,719. 

2 These data are based on the supplement to the survey report, which corrects the gross number of author- 
izations for duplicate reporting by 2 or more life-insurance companies purchasing part of the same bond 
issue. Consequently, the statistics represent the number of borrowing operati»ns in which business and 
industrial firms obtained loans from life-insurance lenders, either through bonds or through mortgages. 


An examination of the above table discloses the following: 

During the years 1953-56, loans under $50,000 represented annually 
between 1.0 and 1.2 percent of total funds loaned by life-insurance 
companies to business and industry. 

For the same period loans from $50,000 to $100,000 represented 
annually between 1.2 and 1.5 percent of total funds loaned by life- 
insurance companies to business and industry. 

Loans from $100,000 to $250,000, in this period, represented an- 
nually between 2.7 and 4.1 percent of funds loaned by life-insurance 
companies. 

And loans over $250,000, in the same period, represented annually 
between 93.2 and 95.1 percent of total funds thus loaned by life- 
insurance companies to business and industry. 

It will be important to understand that the two previous tables 
relate to size of the loans made without regard to the size of the 
borrower. Since there is a general belief that life-insurance companies 
do not take on the bond issues of small business (only 3 bond issues 





1 Td., pp. 137, 145. 
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in 1956 under $50,000) ,‘*"’ we must look at the situations with refer- 
ence to loans based on the asset size of the obligor. In the case of 
life-insurance company investments in business and industrial bonds 
the small-business man is not a factor. The statistics prepared b 

the insurance companies start with asset size of obligor under $1 mil- 
lion. In the top year from 1953 to 1956 the total number of such 
bond issues under $1 million in any one year was the year 1954 when 
48 were authorized. Total bond issues under $1 million accounted 
for 0.2 to 0.3 percent of the total business and industrial investments 
made in industrial bonds in the 4-year period. The table follows: ' 


Investments in business and industrial bonds by asset size of obligor, number of 
. . < . ? 
authorizations,! and amount authorized 












































| 
1953 1954 | 1955 1956 
Asset size of obligor Vso aed | | 

Num-}| Amount | Num-| Amount | Num-/} Amount | Num-| Amount 

ber ! | ber ! | ber ! ber ! 

Amounts in thousands of dollars 

ee 
Under $1,000,000 ascccecacesl ($6 Ga) Aa eee 31 5,746} 29 6, 509 
$1,000,000 to $2,000,000__.____..-- 58 | 30,739) 41 21, 459 60} 22,954) 51 23, 133 
$2,000,000 to $5,000,000 110 | 85,717) 143 88, 037 129 | 109,623 | 140 133. 702 
$5,000,000 to $10,000,000 oanbae 114 146, 447 148 143, 171 126 151, 271 140 184, 965 
$10,000,000 to $50,000,000 aucun) a) Soe 289 | 661, 699 344 | 650.408 | 357 687, 732 
$50,000,000 to $100,000,000 ‘ | 107 | 304, 874 | SS | 249, 446 172 324, 120 186 569, 749 
$100,000,000 to $500,000,000 | 283] 777,916 179 | 713,136 235 |1, 098, 145 342 | 1,128, 725 
$500,000,000 and over ; 156 983, 760 119 740, 162 131 316, 450 168 | 656, 451 

TOR. ..cce- = has 1,099 |2, 776,486 | 1,055 {2,624,475 | 1,228 |2,678,717 | 1,413 [ 3; 390, 966 

| Lore es a | ; 

| As percent of total number and total amount 

Rok SAS ee te Ae tS eee eS 
Under $1,000,000 duane 0.2] 45] 0.3} 25 0.2] 20 0.2 
$1,000,000 to $2,000,000..._.......] 5.3 Lit ‘29 .8 4.9 9 3.6 a 
$2,000,000 to $5,000,000 tcl See 3.1] 136] 3.4 10.5 4.1 9.9 3.9 
$5,000,000 to $10,000,000 at | 104] 56.3] 140] 5.4 10.3 5.6 9.9 5.4 
$10,000,000 to $50,000,000 citinaals ae 15.9 27.4 25. 2 28.0 24.3 25.3 20.3 
$50,000,000 to $100,000,000___ ___- 97) 11.0} 83] 9.5 14.0 12.1 13.2 16.8 
$100,000,000 to $500,000,000__ ._. 25.8 28.0! 17.0 27.2 19.1 41.0| 242 33.3 
$500,000,000 and over___....--- 14.2 35. 4 11.3 | 28.2 10.7 11.8 11.9 19.4 

ee | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 100.0 | 100.0 100. 0 
| 








1 The data shown for the number of authorizations contain a considerable amount of duplicate reporting 
on bond issues in which more than 1 insurance company participated either through a direct placement or 
a publicly offered bond issue. Consequently, the data on number of authorizations do not accurately 


reflect the number of borrowing operations, from the business concerns’ standpoint, in which life-insurance 
companies provided funds. 


At the same time, it is well to compare similar statistics on life- 
insurance-company mortgage loans to business and industry. The 
tables are not truly comparable since mortgage loans on the asset 
size of the obligor, number of authorizations, and amounts authorized 
start with an asset size of $25,000 with several intermediate divisions 
before reaching the $1 million category, as in bonds. The table show- 
ing mortgage loans of the life-insurance companies to business and 


industry by asset size of obligor, number of authorizations, and amount 
authorized follows; 
18? Report, p. 517; record, p. 151, table A-1. 


188 Record, p. 152, 
18 Td., p. 161. 
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Mortgage loans to business and industry,! by asset size of obligor, number of 
authorizations, and amount authorized 























| 
1953 | 1954 1955 1956 
Asset size of obligor ~ mies ate = eet *y | eee 
Number atin hie Number|Amount | | | Number| Amount Number} Amount 
Amounts in thousands of dollars 
city ale bid Ts Bee pe bi ee i oa nd 
Under $25,000. - 21} 1,059 | 35 | 2,672 18 | 1,163 | 29 | 3,623 
$25,000 to $50,000__- | 78 | 1,752 | 87 | 2,005 | 64 | 1, 849 67 2, 654 
$50,000 to $100,000___- | 212 6, 243 | 194 | 7, O84 | 162 | 7, 741 194 8, 100 
$100,000 to $500,000___ 476 | 36,825 | 678 49, 358 | 630 | 44, 764 | 701 57, 673 
$500,000 to $1,000,000. __ a 259 36, 355 | 276 52,091 | 301 | 45,598 | 417 73, 173 
$1,000,000 to $5,000,000 - _. 195 57, 104 200 | 76,843 241 | 85,836 287 133, 150 
$5,000,000 and over____. is 82, 673 | 157 | 114, 258 | 139 | 167,248 147 167, 741 
Totel.......... ...--| 1,854 | 222,011 | 1,627 | 304,311} 1,555 | 354,199 | 1,842] 446, 114 
ies hei es eee ee ee ee Bact Bias cleat g ee eeaiasicn 
As percent of total number and total amount 
| | a or A 





Under $25,000 | 1.5 0. 


5 | 2.2 0.9 £3: 0.3 1.6 0. 

25,000 to $50,000__- | 5.8 | 8 5.3 7 4.1 5 | 3.6 6 
$50,000 to $100,000____ | 15.7 2.8 | 11.9 £5 10.4 2.2 10. 5 1.8 
$100,000 to $500,000- 35.2 16.6 41.7 | 16.2 40.5 12.7 | 38.1 12.9 
$500,000 to $1,000,000____- 19. 1 16.4 17.0 | 17.1 19.4 12.9 | 22.6 16. 4 
$1,000,000 to $5,000,000__.__-_} 14.4 25.7 12.3 | 25.3 15.5 | 24.2 15.6 29.9 
$5,000,000 and over---_. 8.3 | 37.2 | 9.6 | 37.5 | 8.9 47.2 8.0 37.6 

ee | 100. 0 100.0 | 100.0 | 100.0 | 100. 0 100.0 | 100.0 100. 0 


| | 
' | 





1 Note that the total number and amounts of loans shown in this table do not correspond to the totals in 
table C-1, since available records allowed only a partial coverage for classification by asset sive. Conse- 
quently, the distribution of loans by asset size cannot be considered representative. 


Before leaving the subjects of borrowings on mortgages by small 
business, it might be well to spell out some of the most outstanding 
facts disclosed therein. 

During the year 1953, of $222,011,000 authorized for mortgage 
loans to business and industry by the life-insurance companies, 
$1,059,000, or less than one-half of 1 percent, went to firms with assets 
under $25,000; $1,752,000, or eight-tenths of 1 percent, went to firms 
with assets from $25,000 to $50,000; $6,243,000, or 2.8 percent, went 
to firms with assets from $50,000 to $100,000. 

During the year 1954, of $304,311 000 authorized for mortgage 
loans to business and industry by the life-insurance companies, 
$2,672,000, or nine-tenths of 1 percent, went to firms with assets under 
$25,000; $2,005,000, or seven-tenths of 1 percent, to firms with assets 
from $25,000 to $50,000; and $7,084,000, or 2.3 percent, to firms with 
assets from $50,000 to $100,000. 

During the vear 1955, of $354,190,000 authorized for mortgage 
loans to business and industry, $1,163,000, or less than four-tenths = 
1 percent, went to firms with assets under $25,000; $1,849,000, 
one-half of 1 percent, went to firms with assets from $25,000 to $50, 00: 
and $7,741,000, or 2.2 percent, went to firms with assets from $! 50 000 
to $100,000. 

During the year 1956, of $446,114,000 authorized for mortgage 
loans to business and industry, $3,623,000, or eight-tenths of 1 percent, 
went to firms with assets under $25,000; $2,6! 54. 000, or six-tenths of 
1 percent, went to firms with assets from $25,000 to $50,000; and 
$8,100,000, or 1.8 percent, went to firms with assets from $50,000 to 
$100,000. 
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Taking all of the 4 years from 1953 to 1956, from 95.5 to 96.9 percent 
of all mortgage-loan funds authorized by the insurance companies for 
business and industry have gone to firms with assets in excess of 
$100,000. 

During the years 1953 to 1956, small businesses with assets under 
$25,000 have received, annually, less than 1 percent of all mortgage- 
loan funds authorized by the life-insurance companies for business 
and industry. 

As with commercial banks for other than short-term, the big bulk 
of small-business loans that life-insurance companies make are through 
the mortgage department.'® Loans to large corporations are made, 
at times, through bonds secured by a mortgage on property or, more 
than likely, through debenture bonds without the mortgage feature.!® 

Although bonds are sometimes secured, it is generally understood 
that, in the case of the larger issues, they are in the form of debentures 
or unsecured. It is interesting to note in comparing the last two 
statistical tables that, any way you compare them, industrial bond 
issues carried a lower interest rate than business and industry mortgage 
loans for any given period. 

There is no doubt that many of the mortgage and policy loans of 
life-insurance companies have been of tremendous assistance to small 
businesses in the way of supplying long-term capital needs, but there 
does not seem to be any concerted effort on the part of the insur: nee 
companies to study the problem of making loans to small firms.’ 

It should be noted that two of the life-insurance companies have 
made an effort in the direction of determining if there is an unsatisfied 
demand for sound small-business credit and helping to supply such 
credit.'* Metropolitan Life Insurance Co., feeling that it would be 
impracticable to maintain a staff of suffic ient size to make local in- 
vestigations and appraisals, works through the commercial banks. 
It will accept loans not to exceed $250,000 for periods not less than 3, 
nor more than 10, years. Since establishing the plan in 1950, Metro- 
politan has received applications for 228 loans amounting to $28 
million, has approved 86 loans aggregating $12 million, of which the 
banks have taken 13 percent. Interest rates have ranged from 4% to 
6 percent. 

Prudential Insurance Co. established a commercial and industrial 
loan department in January of 1956, operating through its regional 
offices, seeking to make loans at the local level directly or through 
investment or banking institutions to concerns which ordinarily do 
not have access to the national financial markets. Such loans are, 
largely, unsecured and run for a minimum term of 10 years. Results 
of the first year’s operation are shown in the following table: ™ 


Number of Percent of 
Size group loans ; total loans 
approvec 





$500,000 and under 








6 a eee eee ae eae! eicedbiead ater 18 36 

SHOT OEE US SL BUENO. 22 one ne cnn cee P 14 28 
$1,000,001 to $2,000,000____.....____- 10 20 
eee ee vthwnukpigi ee S 16 
De hbiicinckdsthadcndaintucdanbiaabichdahdindad: ae 50 100 


160 Td., p. 140. 

1#1 Td., p. 185. 

163 Id., p. 279. 

163 Report, pp. 522-524. 

14 Td., p. 524; see also record, p 136. 
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The life-insurance companies have made large numbers of loans on 
residences, $35 billion worth in a 10-year period, 1947-56. No doubt, 
some of these, as with policy loans, were made to secure funds for 
business operations of small businesses. But there is no way to know 
what portion, since the life-insurance companies do not keep such 
records.'® 

The Prudential Insurance Co., largest mortgage lender in the Na- 
tion, made a special study, and estimated that during the period from 
1953 to 1956 they made about the same volume of business loans that 
took the route of the residential loan as they made in the form of 
strictly business loans.'® In an interview, executives of the Pru- 
dential Co. indicated that about one-fourth of its refinanced resi- 
dential mortgages in one small urban area of the country during 1956 
were for the purpose of providing funds to smail-business men.’ 

During this period 1953 to 1956, life-insurance companies as a 
whole made $16.7 billion of residential mortgage loans '* to an esti- 
mated 3% million families. One can only conjecture as to whether 
all of the life-insurance companies had the same ratio of 25 to 50 per- 
cent of residential mortgage loans applied to small-business opera- 
tions. If such were the case, this combined residential mortgage 
loans and policy loans might account for some $8 billion to $10 billion, 
channeled into small-business financing. 

The life-insurance companies have shown a preference for invest- 
ment in large blocks, and for securities enjoying active national 
markets.’ By law and tradition, caution is required in the invest- 
ment of their funds. Safety of principal is their watchword, and they 
do not seek loans with any great risk, especially when demands for 
high-grade loans at favorable yields are large enough to absorb all 
available funds.!” Thus, except for mortgages properly secured by 
real estate and industrial plants, the life-insurance-company funds are 
unavailable for small business. !”! 

Modification of the legal barriers to life-insurance investments to 
extend nonmortgage credit to unincorporated businesses might, 
conceivably, result in an increased availablity of funds for small 
business. !’? 

, But the situation as it stands is well summed up in the following 
quote :'7° 


Investment of funds of life-insurance companies in small 
businesses represents a minor portion of life-insurance- 
company investment. By any reasonable approximation, it 
is likely that in 1956 a net investment ranging from less than 
$100 million to slightly more than $200 million went to small 
business, out of a total volume of well over $5 billion in 
life-insurance-company loans and investments. 


Only a fractional amount of credit to small business is extended by 
life-insurance companies through bond issues.'” 


165 Record, p. 136, 
166 Td., p. 136. 

167 Report, p. 518. 
168 Record, p. 136, 
169 Report, p. 16. 
170 Td., pp. 521-522 
171 Id., p, 513. 

i. Id., p. 522. 

173 Td., p. 522. 
%Td., p. 517. 
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The long-term, real-estate loans of the life-insurance companies, 
properly secured, while large in number, account for a relatively 
minor proportion of the amount of all their loans. Though main- 
tained in large volume through 1953-56, such loans declined in pro- 
portion of all life-insurance-company business loans.’ 

However, mortgage credit on business properties extended by life- 
insurance companies to small businesses, largely for financing of plant 
expansion, acquisition of machinery and equipment, or the purchase 
of the real estate, had helped to satisfy a need for long-term credit 
which was not readily available from other external sources of funds.’”® 

In addition, while the net interest cost to the small-business bor- 
rower has been higher than his large-business competitor by from 1 to 
2 percentage points, no compensatory balance of 15 to 20 percent is 
required to be kept on deposit with the insurance company as it is 
with banks on short-term loans or lines of credit. 

Cost of borrowing by small businesses from life-insurance companies 
is higher than the rates charged to larger borrowers. For example, 
in 1954 life-insurance investments in loans of less than $50,000 were 
authorized at rates averaging 1.22 percent higher than the rates for 
loans involving over $10 million of borrowing. The insurance con- 
cerns say this is to be expected since the smaller loans are more ex- 
pensive to make and administer.” The following table will be found 
explanatory of the life insurance loans to business and industry by 
size of loan, amount authorized and average interest rate: ' 


Life-insurance loans to business and industry by size of loan, average amount author- 
ized, and average interest rate 


| 1953 1954 1955 1956 




















Total size of loan [ 3 | | 
| Average | Average | Average Average | Average | Average | Average | Average 
jamount| rate amount rate amount rate amount rate 
Amounts in thousands of dollars 
eS 5 
| | 
Under $50,000 . sheeks | 24 4.97 | 24 4. 96 25 | 4.95 26 5.15 
$50,000 to $100,000__......... 69 4.80 | 68 | 4.79 68 4.75 69 5.00 
$100,000 to $250,000..__..__.._] 147 4.74 | 150 | 4. 64 154 4. 66 153 4. 92 
$250,000 to $1,000,000_____- ‘ 428| 4.66] 449| 4.54 436 4.61 446 4.90 
$1,000,000 to $5,000,000.......| 1,308 4.48 1, 391 4.29 1, 403 4.38 1, 448 4.80 
$5,000,000 to $10,000,000___...| 1,331 | 4.28 1, 603 4.04 2, 287 4.28 2, 225 4.60 
$10,000,000 and over__...-..-- 2, 702 | 3. 90 2, 465 3.74 2, 657 3. 98 2, 860 4. 36 
Grand average.........| 742 | 4.11 | 658 | 4.00 | 638 | 4.20 723 4. 55 


A comparison of this table 3, submitted by the insurance companies, 
with their tables A-4 ' and C—-4 '® to be more thoroughly discussed 
later, discloses facts important to the consideration of this subject. 

In appearing before the committee Mr. James J. O’Leary of the 
Life Insurance Association of America made much of the point brought 
out in table 3 to the effect that while the entire schedule of interest 
rates advanced from 1954 to 1956 the sharpest increase in rates took 


178 Id., p. 513. 

176 Td., p. 516. 

177 Record, pp. 139, 147, 
178 Id., p. 146, table 3. 
179 Id., p. 153. 

180 Td., p. 162, 
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place in the larger loans and the least increase in the smaller loans, as 
depicted in table 3. Mr. O’Leary commented: '* 


The larger loans, and I think this is highly important, 
experienced the sharpest increase in rates ae the smaller 
loans the least increase, as is shown by the persistent up- 
ward progression from an increase of 19 basis points in the 
case of the smallest loans to 62 basis points for the largest 
class. Thus the borrowers in the smallest loan category paid 
an average interest rate of 5.15 percent in 1956 or only 79 
basis points above the rate on loans in the largest category. 

In 1954, there was a spread of 122 basis points. 

I might say to you gentlemen that these figures startled 
us a great deal because of what they show in industry, in the 
so-called tight credit; that the increase in interest rates on 
the smaller loans has been much less than the increase in 
interest rates on the larger loans, and this is the first indica- 
tion that we have ever had of this. 


We must bear in mind that in studying this the only figures really 
comparable are the interest rates. One table was prepared on the 
basis of ‘‘Size of loan’”’ and starts with a size of “Under $50,000.’ It 
can readily be appreciated that all small loans do not go to small 
business and hence an interpretation such as has been placed upon 
table 3 by Mr. O’Leary does not hold true when we compare tables 
A-4 and C+. 

On Mr. O’Leary’s premise, as shown by table 3, we must assume the 
statistics are correct in disclosing that on small loans under $50,000, 
between 1954 and 1956 the gap or spread in interest rates between 
such small loans and those over $10 million decreased from 1.22 per- 
cent to 0.79 percent. 

But the one place where small business seems to have gotten its 
funds from the life-insurance companies was in the mortgagelending 
department. Table C—4 (record p. 162) discloses an entirely different 
situation with reference to the spread in interest rates between small 
mortgage loans to business and industry and that paid by the larger 
borrower. This mortgage table starts with the classification under 
$25,000 and has a top classification of $5 million and over. In 1954 
the borrower of $25,000 and under paid an average interest rate of 
4.58 percent, whereas the $5 million and over borrower paid at a 
rate of 4.51 percent. Thus the smaller borrower was at a disadvantage 
of only 0.07 percent. However, in 1956 the small mortgage obligor 
paid an average rate of 5.30 percent as compared with the larger 
borrowers’ 4.77 percent. Thus in 1956 the small borrower was pay- 
ing 0.53 percent more on business and industry mortgage loans than 
the larger borrower. 

To put it another way, the $5 million and over mortgage borrower 
on loans to business and industry was raised 0.26 percent, or roughly 
a quarter of a percent of interest, whereas the under $25,000 small 
borrower had his average interest rate increased by 0.72 percent or 
almost three-quarters of a percent. 

It should be noted that in these mortgage loans to business and 
industry, it was specifically the small business with assets of under 
$25,000 that was thus penalized this one-half of 1 percent. All 


181 Id., pp. 139-140. 
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mortgage categories of borrowers with assets of over $25,000 seemed 
to have their rates raised in about the same amount, namely, about a 
quarter of 1 percent. 

Then, one must inquire, how is it that table 3 shows the smaller 
“size of loan” borrower as having enjoyed a reduction of close to 
one-half of 1 percent, whereas in the mortgage department the bor- 
rower with assets of under $25,000 showed an increase of about the 
same amount, 0.5 percent. 

The answer can perhaps be found in now comparing table A-4 
(record, p. 153) which deals with life insurance company investments 
in business and industrial bonds by “asset size’”’ of the obligor. Un- 
fortunately this statistical table starts with borrowers whose assets 
are under $1 million. But regardless of this variance, or lack of 
comparable data, we must assume that this includes all bond issues 
under $1 million. Since it is clear that life-insurance companies 
extend only a fractional amount of credit to small business through 
bond issues, we can assume that any discrepancy in interest rates 
as shown by “‘size of loan” and “asset size’”’ is caused by using totals 
and weighted averages that are not strictly comparable. 

In table A-4 it will be found that industrial bonds held by the life- 
insurance companies carried an average interest rate in 1954 of 5.03 
percent to firms with assets under $1 million and an interest rate of 
3.56 percent for those with assets over $500 million. This was a 
spread of 1.47 percent in interest rates between the small and the 
large bond obligor in 1954. In 1955, however, the average interest 
rate to the obligor with assets under $1 million was 5.22 percent 
whereas the over $500 million bond obligor paid interest at the rate of 
4.13 percent or a difference between them of 1.09 percent. 

To look at it from another angle, the bond obligor with assets under 
$1 million had average interest Yates raised by the life-insurance 
companies from 1954 to 1956 by 0.19 percent, whereas the borrower in 
the $500 million and over category had average interest rate raised in 
the same period by 0.57 percent. 

It is quite apparent that in weighting the averages into table 3 
under “size of loan’’ and including bonds and mortgages to all business 
and industry an erroneous conclusion could easily have been arrived 
at by the witness, Mr. O’Leary.’® 

Other statistics submitted by the life-insurance companies indicate 
that there were only 3 investments in business and industrial bonds 
made in 1956, totaling $81,000 in the size category of under $50,000, 
whereas in the size category of $10 million and over, there were 614 
loans totaling almost $2.5 billion. On the other hand, mortgage 
loans based on size of loan totaled 1,944 in number and just under $50 
million in the $50,000 and under classification, and alr 8 mortgage 
loans in the $10 million and over category, but these 8 loans totaled 
$127 million.’ 

The same objection can be made to table 4 submitted by the life- 
insurance companies since the figures are based on “size of loan”’ 
and i includes bonds and mortgages, secured and unsecured on business 
and industry. However, since it was used to endeavor to show a less 
rapid rise in interest rates for the small loan (not necessarily the 


182 Report, p. 517. 

* Record, pp. 139-140 
i Id., p. 151, table A-1. 
186 Id., p. 160, table C-1. 
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concern with small assets) as compared to the interest on larger size 
loans, it is reproduced below: '* 


Absolute and percentage changes in average interest rates on life insurance loans to 
business and industry by year and by total size of loan 


Absolute increase (+-) or decrease (—) 





Total size of loan 

















1953-54 1954-55 | 1955-56 | 1954-56 

| 

| Rates in percent per annum 
rt eo ae ee cate ae —0.01 —0.01 +0. 20 +0. 19 
$50,000 to $100,000___...._..._____ Ji wad tae —.01 —.04 +. 25 +.21 
SI a eo cs eo a Samael —.10 +. 02 +. 26 +. 28 
EE SEE: —.12 +.07 +.2 +. 36 
ees WU se ne ce weke —.19 +.09 +. 42 +. 51 
Se eee —. 24 | +. 24 +. 32 +. 56 
IIIa de e . cn cca sunbnacmies —.16 | +. 24 +. 38 | +. 62 

RN i ons as uy hm cick = tenascin pinlab nana wie 11 | +. 20 | +. 35 +. 55 

| i 

| Percent increase (+) or decrease (—) 
iS Ni tk 2 lee asl ae | 920! -0.20 +4. 04 +3. 83 
i en tanil | —.21 | —. 84 +5, 26 +4. 38 
rn ea en PS case eet —2.11 | +. 43 | +5. 58 +6. 03 
$250,000 to $1,090,000__........_...._- ba ae eae | —2. 58 | +1. 54 | +6. 29 +7. 93 
$1,000,000 to $5,000,000... 23 eee —4, 24 | +2. 10 +9. 59 +11. 89 
SEG INN enn ca ccc cee cwe —5.61 | +5. 94 +7. 48 +13. 86 
i ok eh ace —4.10 | +6. 42 +9. 55 | +16. 58 

Grand average..........--.-.-- sicnateoenpciod ( ROBE) SRO | +8.33| 13.75 





Even if we were to take the grand averages in table 3 based on size 
of loan, it will be noted that the smaller loan always pays a higher rate 
of interest. In fractions of percentage it does not sound large. But 
0.79 percent overall higher rate of interest on small sized loans in 1956 
is still a handicap of 15 percent which the smaller sized loan must 
carry. And in previous years the interest costs were as much as 
25 percent higher on the smaller size loan. 

In the field of mortgage loans to business and industry in a normal 
period of time the difference in interest rates paid on the relative 
comparison of size of obligor was not great. For all categories in 
1953 the difference in interest rates on mortgage loans to business 
and industry (based on asset size) was only about a quarter of a per- 
cent. In fact in 1953 the obligor with assets under $25,000 paid 
0.12 percent less than the erand average for all classes “rt mortgage 
loans, and actually 0.04 percent less than concerns with assets over 
$5 million. But, as capital market conditions changed from 1954 to 
1956 the entire schedule of interest rates rose. But in the field of 
mortgage loans to business and industry, as heretofore noted, the firm 
with small assets (under $25,000) saw interest rates rise 0.72 percent, 
whereas the firms with assets of $5 million and over were raised only 
0.26 percent. 

There appear in the record two tables submitted by the insurance 
companies that permit comparisons to be made in the relative costs 
to the borrowers of industrial bonds and mortgage loans to business 
and industry. In both cases they relate the insurance company 





1% Id., p. 147. 
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statistics on size of loans, average amount authorized and average 
interest rate.’ The first table relating to industrial bonds follows: ™ 


Investments in business and industrial bonds by size of loan, average amount 
authorized, and average interest rate 


























1953 1954 1955 1956 
Total size of loan 4 
Average | Average | Average | Average | Average | Average | Average | Average 
amount rate amount rate amount rate amount rate 
Amounts in thousands of dollars 
Under S00 00s on cnccnecncece 25 4. 36 24 4.38 30 4.09 27 5. 53 
$50,000 to $100,000__.........- 54 5.19 52 4. 87 59 4.72 63 4.99 
$100,000 to $250,000_.........- 133 5.07 129 4. 54 156 4. 63 149 5.27 
$250,000 to $1,000,000__....._. 438 4.79 469 4. 59 432 4. 67 466 5. 04 
$1,000,000 to $5,000,000. ....-- 1, 276 4. 50 1, 384 4.23 1, 468 4.34 1, 351 4.77 
$5,000,000 to $10,000,000... .-. 2, 413 4.44 2,171 4.10 2, 379 4.20 2, 292 4. 55 
$10,000,000 and Over. ___...-- 4, 508 3. 88 5, 109 3.7 3, 769 3. 95 3, 991 4. 36 
Grand average........| 2,52 | 4.03] 2,488] 3.88] 2,181 4.07 | 2, 400 4.46 
' 





The second table relating to mortgage loans to business and industry 
follows: 1% 


Mortgage loans to business and industry, by size of loan, average amount authorized, 
and average interest rate 









































j aX ee ee ee ee 
1953 1954 | 1955 | 1956 
| ens | ee - 
Total size of loan | 
Average | Average | Average | Average | Average | Average Average | Average 
amount| rate j|amount; rate j|amount; rate | amount] rate 
| 
———— j $$$ —$$ —_————— . 
| Amounts in thousands of dollars 
l = 
Under $25,000............- 15 | 5.11 15 5.12 14 5.11 15 5. 29 
$25,000 to $50,000 | 35 | 4.91 35 | 4.90 36 | 4. 88 36 5.10 
$50,000 to $100,000___.._-- 70 4.80 69 | 4.81 | 68 4.75 | 69 5.00 
$100,000 to $250,000_......- | 148 4.73 151 4. 69 154 4. 67 | 154 4.92 
$250,000 to $1,000,000. _._... 441 4.63 453 4. 56 443 4. 62 | 444 4.88 
$1,000,000 to $5,000,000 - - a Sa 4.52 2, 000 4.50 | , 899 | 4.56 | 2,006 4.87 
$5,000,000 to $10,000,000... 7, 623 4. 52 6,714 4.32) 6,558} 4.47 | 6,624 4.72 
$10,000,000 and over...... 40, 000 4.45 | 28,250 | 4.50] 15,778 | 4.68) 15,913 4. 68 
Grand average....__- | 1s4| 4.62 229) 4.56) 243| 4.62 255 4. 86 





| | | | 











The only difficulty in comparing these 2 tables is that the total size of 
loans in the 2 instances are different. Furthermore, it should be 
emphasized that these two tables have reference principally as to 
“size of loan” and not asset size of the borrower. 

It will be noted that interest rates in all categories of loans were 
higher in 1956 than in 1953 or 1954. It will also be noted that inter- 
est rates on business and industrial bonds were lower than the cor- 
responding size of mortgage loans to business and industry. 

The differences in the grand average rates between bonds and mort- 
gages show a range of 0.4 to 0.68 percent in favor of bonds over mort- 
gages. Thus it seems that at least since 1954 industrial bond financing 
by the insurance companies was done at better than a half a percent 
less charge than business and industry mortgage financing. 


187 Id., pp. 152 and 161; briefed and condensed into a single table at p. 519 of the report. 
188 Record, p. 152. 


18 Id,, p. 161; portions of this table are also contained in a table on p. 143 of the report. 
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The spread between interest rates paid on large-size and small-size 


loans in the case of bonds (under $50,000) and mortgages (under 
$25,000) for 4 years was as follows: 


[Percent] 


1953 1954 1955 1956 








Industrial bonds 0. 48 0. 64 0.14 1.17 


Mortgage loans.._...._....._...-- S Jub Seca e . 66 . 62 .43 .61 


Another interesting comparison to make in the statistical tables 
submitted by the insurance companies is that of asset size of obligor, 
average authorization, and average interest rate in the case of industrial 
bonds and mortgage loans to business and industry. In connection 
with the discussion of the insurance company table 3, both of the next 
two tables have been compared and discussed at length. Any repeti- 
tion here may aid in a thorough understanding of the statistics. The 


first table concerning life-insurance investments in industrial bonds 
follows: 1% 


Investments in business and industrial bonds by asset size of obligor, average amount 
authorized, and average interest rate 





' 


1953 | 1954 1955 | 1956 














Asset size of obligor { ] | 




















| ' 
Average Average | Average Average! Average} Average) Average! Average 
amount | rate amount rate amount; rate | amount rate 

Amounts in thousands of dollars 
$$ = ile tilapia 
Under $1,000,000. a 163 | 5.41 153 5. 03 185 4.95 | 224 5. 22 
$1,000,000 to $2,000,000___ _- 530 | 4.79 | 523 4. 57 | 383 4. 86 | 454 | 5.15 
$2,000,000 to $5,000,000... ___} 779 | 4.67 | 616 4. 67 850 | 4.58 | 955 | 4. 92 
$5,000,000 to $10,000,000 _ _. 1, 285 4.61 | 967 | 4. 39 | 1, 201 | 4. 40 1, 321 4.79 
$10,000,000 to $50,000,000. __ 1, 907 | 4.47 2, 290 4.20 | 1,891 | 4.17 | 1, 926 4. 69 
$50,000,000 to $100,000,000_ ___ 2, 849 | 4.12 2, 835 3. 89 | 1, 884 4.11 | 3,063 4.49 
$100,000,000 to $500,000,000...| 2,749 | 3.94 | 3,984 3.66! 4,673 | 3.97 | 3,300 4. 36 
$500,000,000 and over-......-- 6, 306 | 3.71 6, 220 3.56 | 2,416 |} 3.80 | 3,907 4.13 

Grand average... 2,526 | 4.03 | 2,488| 3.88| 2181) 4. 


07 | 2,400 | 4. 46 

















The second table covering mortgage loans to business and industry 
follows: ! 


Mortgage loans to business and industry, by asset size of obligor, average amount 
authorized, and average interest rate 





| 
| 1953 | 1954 | 1955 | 1956 





| | | 
Average Average | Average| Average) Average’ Average} Average| Average 
amount; rate | amount rate ,|amount; rate | amount | rate 
| } i ! 








Asset size of obligor 





Amounts in thousands of dollars 








| 














Under $25,000__._-_-- wid 50} 4.53 76 4. 58 | 65; 4.80 125 5. 30 
$25,000 to $50,000_............ 232; 4.77 23 | 4.93 | 29/ 4.86 40 5. 02 
$50,000 to $100,000__..-.-.-._- 29 4,81 37 4.81 48 4.76 42 5. 06 
$100,000 to $500,000_.....__..- 77 4.76 | 73 4.74 71 4.77 82 4. 98 
$500,000 to $1,000,000________- 140} 4.69 | 189 4. 56 | 151 4. 68 175 4.83 
$1,000,000 to $5,000,000- . .-.-- 293 4. 66 384 4. 59 356 4. 62 464 4. 87 
$5,000,000 and over.....-_-_-- 732 4. 57 728 4.51 1, 203 4. 66 1, 141 4.77 

Grand average.-....-.-- | 164 4. 65 | 187 4. 59 228 | 4. 67 242 4.85 

' ' ‘ ' 








1” Record, p. 153. 
1% Id., p. 162. 


ET 





is» 


A «= 


—, tll ee oe eee 





PROBLEMS OF SMALL-BUSINESS FINANCING 67 


Again there is some difficulty in making comparisons since the asset 
size of obligors in the case of bonds starts at the under $1 million 
classification, whereas in the case of mortgages the classification starts 
at under $25,000. 

We cannot vouch for the accuracy of the figures since they were 
supplied by the insurance companies. But it is a little difficult to 
understand in the case of the mortgage table how loans to obligors 
with assets under $25,000 can borrow from 2 to 5 times their assets. 

In the case of bond obligations under $1 million, taking only the 
period 1954-56, the interest rate went up only 0.19 percent whereas 
the grand average interest rate progressed 0.58 percent. Rates on 
bond issues under $1 million broke to 4.95 percent in 1955 but other- 
wise stayed eevee 5 percent ending at 5.22 percent in 1956. The 
rates on half billion dollar bond issues ranged from 3.56 percent in 
1954 to 4.13 percent in 1956. 

The comparison of the grand average of interest rates for the period 
1953 to 1956 is as follows: 








[Percent] 
| 1953 | 1954 =| 1985 1956 
Retusteted WIENS ao cinnencicksnccsbiendansonis Ldap eae 4.03 3.88 4.07 4.46 
Mortgages to business and industry_............-...... | 4. 65 4. 59 4. 67 4. 85 





Thus it seems that the life-insurance companies give a preferential 
of about one-half of 1 percent in favor of industrial bonds over business 
aud industry mortgages. 

Another brief reference to the table on mortgage loans. And this 
relates to the period of monetary stringency under which business 
has operated. In the smaller category of mortgage loans (under 
$25,000) the rate in 1953 was 4.53 percent or actually below the 4.57 
percent paid by the $5 million and over borrowers. In fact it is the 
lowest for any classification of borrowers for the year 1953. In 1954 
the relative change was not much being still a slight fraction below 
the grand average. But in 1956 the under $25,000 size of asset bor- 
rower on a business mortgage was 0.13 percent above the grand aver- 
age and above all other classifications except the $25,000 to $50,000 
asset group. 

But, in 1956 as the monetary policy became more stringent the 
under ‘$2 5,000 asset borrower was paying 5.3 percent interest on his 
secured loan against a grand average of 4.85 percent, a variance of 
close to half a percent. At this point the under $25,000 asset obligor 
was paying the highest rate of any of the classifications. 

In the Federal Reserve System study of life-insurance lending to 
business, the following summary conclusions were drawn: ™® 

(1) Small business financing by life-insurance companies is almost 
entirely long-term and done through the real estate mortgage 
instrument. 

(2) Small-business loans are a large proportion of the number but 


a relatively minor proportion of the amount of all business loans made 
by life-insurance companies. 


192 Report, p. 513. 
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(3) Lending to small business on mortgages, though maintained in 
large volume through the 1953-56 period, declined as a proportion of 
all life-insurance company business loans. 

(4) Interest rates on long-term loans to small business are higher 
than to large business, but generally increased Jess between 1953 and 
1956. 

(5) The proceeds of small business mortgage loans are used mainly 
to finance construction and acquisition of real estate. 

(6) Demands by small business for long-term financing available 
from life-insurance companies may not be great. 


Borrowing from development credit corporations 


There has been a wealth of information on the formation and opera- 
tion of State development corporations placed before the committee 
by witnesses * and special reports.“ In addition, testimony and 
various information given to the Senate Banking and Currency Com- 
mittee has been made available. Likewise, the report of Dr. Paul 
S. Anderson as part of the Federal Reserve Board study on the 
Financing of Small Business.!® 

Throughout the testimony and literature on the subject of State 
development corporations there appears to be unanimity in the 
understanding that the financing of small business is not their explicit 
aim. On the other hand, it should be added that most of their 
financial aid has gone to the smaller business in part because they are 
the concerns that are most likely to seek the type of financial assistance 
offered.'% 

The primary reason for the establishment of a State development 
corporation is to aid the States’ economy by increasing employment 
through the developmental use of a specially created pool of private 
funds.'** The State development corporation, with initiative at the 
local level, plus statewide funds to draw from can do more than the 
strictly community development corporation, as was disclosed in the 
operation at Lawrence, Mass., where the closed textile plant was 
rehabilitated with the establishment of 25 small businesses employing 
4,200 people.” 

Following the incorporation of the Development Credit Corp., of 
Maine in 1949, similar corporations were organized in New Hampshire 
in 1951, Massachusetts, Connecticut, Vermont and Rhode Island in 
1953, New York and North Carolina in 1955. In all, about 28 
States have teke1 some action with respect to some such type of 
organization. ‘lhe active corporations have very similar organiza- 
tional structures, described by Dr. Paul S. Anderson, of the Federal 
Reserve Bank of Boston, as follows: ™ 





1% Testimony of the Assistant Seoretary of Commerce, record, PP: 281-318, and others. 

1# Report of Edward B. Shils, record, pp. 517-534; report of Ralph 8. Fjelstad, record, pp. 534-563; report 
on Arkansas Business Development Corp., record, pp. 564-567; and report on Financing Small Manufac- 
turing Ventures in Texas, record, pp. 567-590. 

1% Hearings before Subcommittee on the Senate Committee on Banking and Currency, June 1957, on 
Credit Needs of Small Business, and a publication of April 18, 1958, by the Senate Banking Committee on 
Development Corporations and Authorities. 

1% Report, pp. 336-354. 

17 Td., p. 337. 

198 Td., p. 337. 

1% Testimony of vice president, Massachusetts Business Development Corp., subcommittee, Senate 
Banking and Currency Committee, June 1957, Credit Needs of Small Business, p. 101. 

20 Record, pp. 290-294; report, pp. 337, 350-353. 

801 Report, pp. 337-338. 
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They are chartered by special acts of the State legislatures 
which give them their powers, enable State regulated 
financial institutions to become members, and grant exemp- 
tion from State income taxation. After organization, capital 
stock is sold, mainly to nonfinancial institutions and individ- 
uals. This capital serves the usual function of an equity base 
and also provides loan funds to the corporations, The second 
and major source of funds is loans from financial institutions 
which become members. Membership involves pledging 
lines of credit to these corporations, with the amount of the 
line determined by the member’s capital or similar amounts 
such as reserves. Commercial banks, for example, pledge 
themselves to make loans on call up to 2 or 2% percent of 
capital and surplus. 

As the corporation makes loans, it calls on members for 
funds. Most corporations have a legal or self-imposed ratio 
of borrowing to capital funds of about 8 to 1. At the end 
of 1957, the 5 New England development credit corporations 
had 310 members with lines of credit pledged to a total of 
$16.8 million. 

Directors are elected by the stockholders and members 
(creditors) with members generally choosing two-thirds of 
the total. The directors elect officers. The chief adminis- 
trative officer may be a president, vice president, or manager. 
The organization structure of credit corporations allows them 
a great deal of flexibility in meeting new problems and in 
responding to variations in local and regional needs. 


For over 50 years prior to the establishment of the first State 
development corporation in the State of Maine in 1949 *” community 
corporations and foundations were established throughout the United 
States. In the course of the past 60 years over 3,000 have started 7 
and it is estimated that there are still in existence about 2,100 of such 
community development corporations.** A good many of the early 
corporations failed to survive, partly because community interest in 
their operation waned and partly because of lack of adequate funds 
to carry on continuing programs. Such community development 
corporations can be found in every State in the Union. 

The motivating force behind the establishment of these community 
corporations was to provide risk capital for the purpose of acquiring 
tenants for abandoned factories and thus restoring jobs to workers in 
communities which were facing economic decline or diversifying and 
expanding the community’s industrial base. The community 
project at Albert Lea, Minn., described by Professor Fjelstad in his 
report * fits both the categories of finding jobs and attracting new 
industry. 

The Small Business Administration has made 16 loans to com- 
munity development corporations,” one in participation with a State 
development corporation.”* All of the 15 loans to community devel- 
opment corporations had bank participation. It should be noted, 


20 Record, pp. 399, 290, 337. 
208 Id., p. 283. 

2% Td., p. 296. 

205 Td., p. 283. 

206 Id., pp. 546-553, 

207 Id., p. 231. 

208 Td., p. 233, 
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however, that the Small Business Administration does not make direct 
loans to State development corporations.” 
There exists an important difference between the development 


corporations’ approach to a profit operation than with most financial 
institutions. Dr. Anderson says: ?! 


While State development credit corporations have the 
organizational structure of profitmaking corporations, they 
are more accurately described as nonprofit institutions. 
Dividends are allowed by the charters, but none are cur- 
rently contemplated and stock purchases are considered 
donations rather than investments. The member financial 
institutions donate free services and make credit extensions 
at less than market rates. While profits are not a goal, 
credit corporations strive to have operating income cover 
their lower than strictly competitive costs so that the 
safety margin of capital is not diminished. 


A business concern may formally apply for a credit corporation 
loan only if it cannot obtain enough credit from suadicaiaadl sources 
which in practice usually means commercial banks. There must be 
evidence of a rejection by conventional sources of the loan which is 
requested from the credit corporation.”" 

The lending activities of the State development corporations are 
limited to intermediate- and long-term credit on a somewhat more 
risky basis than available from conventional lenders.” Rejection of 
applications for loans appear more numerous than loans granted since 
witnesses testified most of the requests for funds that were rejected 
were in effect requests for equity capital.” 

Concerns borrowing from credit corporations can generally be 
classified as follows; *"* 


1. Those which are profitable, have good prospects and are 
planning to expand; 

2. Those which will begin operations in a community if there 
are suitable plant facilities. Credit corporations will often grant 
credit to provide the facilities in such cases if the area has surplus 
labor; 

3. Those in a marginal status which will probably discontinue 
operations unless they are strengthened financially. 

Mr. Shils, in commenting upon the high rejection rate on applica- 
tions of borrowers to the credit corporations mentions two factors that 
limit their expansion, availability of funds, and the demand factor and 
points out that one can only speculate on how much of the rejection 
rate is tied in closely to the fear of running out of loan funds as the 
result of inadequate sales of stock.” He states further:?!® 


According to their charters, the ratio of funds available 
from members to the capital of the corporations varies in 
theory from about 8 to 1 to 12 to 1. Although this would 
seem to supply future leverage in untapped funds, actually 


2 Report, p. 263. 

210 Td., p. 338; see also record, p. 520. 

311 Report, p. 338, see also record, p. 520. 

23 Id., p. 17. 

2 Record, pp. 492-405, 342; sce also record, p. 521. 
34 Report, pp. 338-339. 

318 Record, p. 521. 

216 Id., p. 527. 
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callups of pledged funds have been small because of not too 
great a success in sale of stock. Regardless of members or 
pledges, stock of the corporation must be sold in sufficient 
volume to warrant callups. Lack of cash for lending is there- 
fore tied in directly to lack of stock sales. Some of these 
corporations have experienced difficulty in selling stock 
and as a result are insisting that borrowers also buy stock. 
The following table *” indicates the origin date, stock authorized, 
stock sold and number of stockholders for six of the New England 
development credit corporations: 





Year char- | Stock auth- Stock sold to Number of 





| tered |  orized | Dee. 31, 1957 | stoekholders 
— — ape a ———= ———E ~ “ — | = ain | = 

Maine __- 1949 | $150, 000 | $92, 800 | 97 
New Hi: ampshire_- EL 4 i 1951 1, 000, 000 | 104, 700 | 215 
Massachusetts 2!8___ 1953 | 4, 000, 000 | 787, 860 | 244 
Rhode Island-.--. | 1953 | 200, 000 | 152, 000 18 
Connecticut -___- | 1953 | 500, 600 | 126, 800 | 99 
New York... ; 1955 | 2, 000, 000 | 429, 900 51 


' 


The Vermont Development Credit Corp., authorized in 1953, 
provides for stock of an unlimited and variable amount to be set by 
the commissioner of banking. The board of directors determines the 
stock provisions. As of September 12, 1957, $47,000 worth of stock 
had been sold but no loans had been made.?” 

The Business Development Corporation of North Carolina, au- 
thorized in 1955, has the largest number of stockholders, numbering 
1,831 as of June 30, 1957, and all of the 100,000 shares of $10 par 
common stock had been sold to raise $1 million.?”° 

The Pennsylvania Industrial Development Authority, established 
in 1956, is a truly State government en ae chartered in 1956 
with an appropriation of $5 million to which $3 million was addi- 
tionally appropriated in 1957.”' While this was a revolving fund to 
run for 50 years it is Neleetaid that it is fast running out of funds in 
its 100 percent financing plan and will have to go to the legislature 
for more funds in 1959.*” 

Data on most of the other State credit development corporations 
is incomplete since most of the others were authorized since 1955.” 

Rather complete data exists relative to loan approvals, disburse- 
ments and rejections on 6 of the New England State credit develop- 
ment corporations, as of December 31, 1957,7* and as to disbursals 

217 Data prepared from record, pp. 290-291 and 514-516. 

218 Stock in Massachusetts Business Development Corp. was authorized on basis of 4 million shares at $1 
a share plus paid-in capital on each share sold of $9 a share in order to apply any losses to paid-in capital. 
See testimony of F. P. Brennan, before subcommittee, Senate Banking and Currency Committee, June 
1957, on Credit Needs of Small Business, p. 98. 

219 Record, p. 291. 

220 Id., p. 291. 

221 Td., p. 293. 

m Id., p. 524. 


223 Id., pp. 290-294 
24 Id., pp. 514-516, 525. 


26916—-58 6 
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and number of rejections for North Carolina to June 30, 1957.7% 
The following table is explanatory: 


Loans approved Loans disbursed Formal applications 


for loans rejected 




















Number| Amount |Number| Amount praaetes Amount 
te tien sana okie am oceuiilineaiaiie te 74 | $1,925, 799 55 | $1, 648, 550 168 | $2,895, 600 
DIN i Sn detin cece 48 1, 122, 800 42 945, 300 43 1, 321, 700 
OO a 99 | 13, 894, 500 70 | 9,008, 153 110 6, 959, 000 
eS ee 31 1, 478, 950 176 | 1,035, 950 77 4, 801, 750 
IN ie pe een ce cmbaeel 38 | 1,914, 400 36 | 1,547,608 132 9, 562, 625 
ene 66 | 7, 247,200 38 | 3,815, 200 73 | 11, 562, 625 
NN i on tcc ogee cic mameaa aca bitten 32 | 1,808,000 a 


1 This figure of 76 on p. 515 of the record obviously in error and should no doubt be not over 31. 


Thus in the 7 States that have been pioneering the work in State 
credit development corporations, the total number of loans actually 
disbursed totals only 284 and the amount loaned out under $20 ‘ail 
lion.”*. Furthermore, the number of loans rejected and the total 
rejections were double the loans disbursed.?” At December 31, 1957, 
the 6 New England credit development corporations had outstanding 
on the loans that had been disbursed better than $12 million, or 
roughly two-thirds of the disbursements.” 

Dr. Anderson, *” speaking specifically of the 6 New England credit 
development corporations, points out: 


While it must be emphasized that these loans are primarily 
to manufacturers, the total amount is small when compared 
to the $414 million in small-business loans to commercial and 
industrial firms by first district member banks as of October 
16, 1957, according to a Federal Reserve business loan survey. 
Thus credit corporation loans in the region are equivalent to 
only about 2 percent of small-business loans of commercial 
banks and the ratio would be smaller if all sources of small- 
business credit were taken into account. 


The number and amounts of loans to small business by the Small 
Business Administration in the 6 New England States to September 
30, 1957 (and close enough to be comparable with the previous figures) 
were as follows: *° 


Number of | Total amount 


loans of loans 
Perec cnsncecece bce ceaccnanbete iuanptaehdieae ra eeanaieates 42 $1, 993, 000 
IR es, oe cde ae abe abttioew kaabenemeetebebd peuceuubme 23 1, 400, 000 
Se wd ncmmdnnemaenind medne manele alee imine tment 167 6, 850, 000 
aes cts sak suas dil cet Vag anton gh dnitim basa panied tela 24 895, 000 
ens nila ncunbaeknedhnasane fsa nlecgedll iss acbasonar estes ates aned Savin tnt Saas cians 53 3, 134, 000 
Ua hatch nessa ears invests ah Nolen ceased eng nde aes a cbeihats atta 131 8, 034, 000 


28Td., p. 525. 

226 Record, p. 513; report, p. 349. 
227 Id., p. 613. 

228 Id., pp. 513-516. 

229 Report, p. 349. 

3% Record, pp. 525-526. 
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While total loans of the Small Business Administration in the 6 
States-mentioned exceeded those of the credit corporations by a few 
million dollars, at the end of the period the Small Business Admin- 
istration’s outstandings were just above $8 million compared to the 
$12 million outstanding from the credit corporations.”** 

A borrower from the State development corporation must have a 
reputation for character and honesty and meet bank standards in 
this respect, but he is not required to meet bank standards with 
regard to earnings ability or with regard to capital and collateral.” 
Dr. Paul S. Anderson reports that a credit corporation loan usually 
brings forth other funds from conventional sources.”* 

Credit corporation borrowers tend to be among the larger small 
businesses and almost all are manufacturers. This emphasizes the 
goal desired of generating income in the State or community and thus 
contributes most to economic activity in the region.™ 

In New England the credit corporation loans have been a factor 
in the utilization of surplus labor and plant space.“ The need was 
accentuated by the demise of certain industries in the New England 
region and the migration of others.”** 

Thus far, the State development corporations have not handled a 
large number of loans; volume operations are not possible since every 
application is a special situation. As Dr. Anderson points out: *? 


A loan “deal” often involves a financing package which 
includes a senior loan from a bank or insurance company and 
negotiations necessarily are time consuming. 


Interest rates charged borrowers of the credit corporation started 
(in New England) at 6 percent but have been raised either by adding 
a 1l-percent service charge for the first year or by specifying a set 
spread of 2 to 3 percent “between the rate charged on loans and the 
prime rate. The Rhode Island corporation has a flexible rate, and 
the maximum thus far has been 12 percent.** Although with these 
rates the credit corporations have covered their operating costs, 
there have been many free services by the stockholders and members 
not accounted for in their costs of operation. Even with the free 
services no return has yet been paid to stockholders and there is little 
likelihood of dividends in the future. According to Dr. Anderson, 
according to full-cost principle, credit corporation lending rates should 
be higher than at present.”® 

Since the average loan of the New England credit corporations runs 
from 6 to 10 years, and very few under 5 years, there has not been 
a long enough period of time to gage the possible loss ratios to dis- 
bursements. The Maine corporation as of December 31, 1957, had 
incurred losses on 3 loans, New Hampshire on 1 and Connecticut on 1 
for a total loss of $68,655." 

As has been pointed out, the experience of development credit 
corporations has not been long enough to justify any firm conclusions 

231 Report, p. 349. 

22 1d., p. 339. 

283 Id., pp. 336-337. 

24 Td., pp. 340-341. 

28 Id., p. 341. 

26 Record, p. 519. 

237 Report, p. 342. 

234 Id., p. 343; also see record, p. 522, 
2 Report, p . 346. 
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respecting the contribution they can be expected to make in financing 
small business over a long period of time in the future. As of now, 
credit corporation loans in some regions are the equivalent of only 
about 2 percent of small-business loans of commercial banks and that 
ratio would be smaller if all sources of small-business credit were 
taken into account. Even in the light of these circumstances, the 
development credit corporations must be accepted as an important 
factor in the matter of financing the establishment of business enter- 
prises in communities where they are needed. The State development 
credit corporations are in an experimental stage. Some changes are 
to be expected. Undoubtedly, improvement will be made as those 
changes are effected.” 


V. Proposats REGARDING THE ESTABLISHMENT OF FACILITIES FOR 
PROVIDING CAPITAL TO SMALL BUSINESS 


Recognition of the inadequacy of facilities for financing small 
business is of long standing. Almost a decade ago, that recognition 
prompted President Truman in his message to the Congress May 5, 
1950, to propose that the Federal Government be authorized to 
promote and charter national investment companies for providing 
small business with needed finances.” 

In his message President Truman stated: 


To encourage the growth of small business, specific and 
positive measures are needed to help overcome two handicaps 
affecting even the most efficient and vigorous smaller con- 
cerns. The first of these handicaps is the cost and difficulty 
of getting new capital. 

- ” * * ¥ 


A generation or more ago local financial institutions and 
investors ordinarily took care of the capital needs of expand- 
ing small businesses. Then as now the original funds usually 
came, for the most part, from the owner’s personal savings. 
If the business weathered its initial period of losses, addi- 
tional money was frequently forthcoming from friends or 
relatives; or the local banker might well provide substantial 
financing—almost as a partner—for small ventures with 
good prospects. With an outlook for further protitable 
expansion, the small-business man often could obtain long- 
term capital aid from wealthy individuals or from larger 
financial institutions. In this way, the vigorous smaller 
concern could make use of its opportunities for growth. 

With the increased mechanization of industry, the capital 
needs of small business have greatly increased. Adequate 
venture capital, however, is no longer available from tradi- 
tional sources. This is not because there is any shortage of 
savings. There are ample savings; the problem is to channel 
them into the hands of small-business men who need more 
capital to expand their operations. 

Due to our remarkable gains in raising the level of in- 
comes and in improving their distribution, the bulk of 

*2 Report, p. 349. 


43 H. Doc. No. 584, 81st Cong., 2d sess., entitled ‘Some Major Problems of Small and Independent Busi 
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personal savings today are made by people of moderate 
means. They prefer to put their savings into insurance, 
savings accounts, or Government bonds, or into the 
purchase of their own homes. Wealthier people, better able 
to take risks, usually prefer securities of large established 
concerns. Large firms rarely offer their surplus cash to 
small businesses, except in exchange for control. 

Nor do small businesses fare much better at the hands of 
the financial institutions through which the bulk of those 
savings pass. Most commercial banks of necessity grant 
loans to smaller concerns only if the security is ample and 
then usually only for relatively short periods. A few of the 
largest banks whose resources permit adequate diversification 
have successfully engaged in long-term lending to small 
business on a large scale. But their facilities are available 
in relatively few communities and the demand is still largely 
unfilled. 

Insurance companies and investment trusts do engage in 
long-term and equity financing, but principally in the well- 
seasoned securities of large corporations. 

Floating securities on the open market is virtually out of 
the question for small- or medium-sized businesses. 

it is clear, therefore, that our financial institutions are 
not meeting the expansion needs of small business. This 
gap should be filled. 


To fill that gap, he stated: 


To increase the availability of venture capital to small 
and independent enterprises with somewhat larger financing 
requirements, I propose that the Federal Government be au- 
thorized to promote and charter national investment com- 
panies. These companies would be established and owned 
by private investors and institutions, but, as in the case of 
national banks and Federal savings ‘and loan associations, 
the Federal Government would have the responsibility of 
enforcing observance of sound financial practices. 

The major purpose of these companies would be to provide 
equity capital and long-term loans for efficiently managed 
businesses unable to finance themselves on reasonable terms 
through the organized securities markets. They should also 
be authorized to participate, to the fullest extent possible, in 
the administration of the new program for insuring bank 
loans to very small business. In addition, they “should 
make managerial aids and technical services available to 
smaller businesses in general. 

These companies would be limited in their financing to 

small and independent enterprises. Thus, they are designed 
to fill the most serious remaining gap in the business financial 
structure. They would pool the savings of individual inves- 
tors and financial institutions, and provide a channel through 
which they could be more safely invested in small-business 
ventures. Many such investors and institutions could not 
properly invest directly in individual small and independent 
businesses, but they could purchase the securities of the new 
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investment companies. The more substantial resources of 
these companies would permit them to hire competent staffs 
and to reduce the risks by investing in a wide range of sep- 
arate enterprises. Thus the new companies not only would 
provide a sound outlet for these savings, but also would sup- 
ply a badly needed source of capital for small business. 

Each investment company would work in close coopera- 
tion with banks in the region which it serves. It could par- 
ticipate jointly with local banks in financing businesses with 
good earnings prospects, in cases where legal loan limits or 
lending policies prevent the banks from providing all funds 
required, or where the business needs more equity capital 
which banks cannot legally provide. In view of these pro- 
spective benefits for the banks, their customers and their com- 
munities, I am sure that most progressive bankers will want 
to take an active part in establishing the investment com- 
panies. 

This program will represent a pioneer undertaking in this 
country. In its early years, therefore, our approach will 
necessarily be experimental. To help launch the program, 
the Federal Government should provide positive incentives 
and aids to the new investment companies. Thus, tax pro- 
visions should recognize their special character, particularly 
by permitting them to build up adequate reserves. Also, 
in order to assure sufficient funds in their early years, the 
Federal Reserve banks and their member banks should be 
authorized to invest in the stock of the companies. 


Immediately, Senator Scott Lucas, the majority leader in the United 
States Senate, for himself and Senators Maybank, O’Mahoney, and 
Sparkman introduced S. 3625 on May 19,1950. That bill proposed to 
make capital and credit more readily available for financing small 
business, to foster competition and to coordinate Federal aids to small 
business. It provided for the establishment of national investment 
companies in each Federal Reserve district and in which the Federal 
Reserve banks would purchase capital stock, very much along the lines 
suggested in the message of President Truman of May 5, 1950. The 
bill was made the subject of hearings before the Senate Banking and 
Currency Committee during June 1950. 

Appearing before the Senate Banking and Currency Committee in 
1950, the then Chairman of the Board of Governors of the Federal 
Reserve System, Mr. Thomas B. McCabe, took cognizance of what he 
termed a most difficult problem, that of facilitating the flow of equity 
capital into small-business channels, and made the following recom- 
mendation: *” 


As a believer in a private free-enterprise economy, I feel 
very strongly that any new institution especially established 
for the purpose of making equity capital and long-term 
credit more readily available to small business should even- 
tually be privately owned. Such a new institution, however, 
would have to be experimental because its operations would 
involve a substantial element of risk. Under these circum- 

244 Testimony reprinted in hearings of subcommittee of the Senate Banking and Currency Committee 


June 1957, on Credit Needs of Small Business, pp. 423-442. 
45 1d., p. 434. 






ie ha a re ee Oe wn 


PROBLEMS OF SMALL-BUSINESS FINANCING 77 


stances, I think it very doubtful that capital in sufficient 
amounts for an effective trial would be subscribed initially 
by usual private sources. Therefore, I have concluded that 
the most practicable solution is to have the initial capital of 
the investment companies advanced as outlined in the bills 
before you. The experience of similar institutions has made 
it abundantly clear that substantial capital is necessary if the 
newly formed investment companies are to avoid deficits 
during their first years of operation. 


The testimony thus presented by Chairman McCabe was fortified 
and supported by testimony given by Dr. A. D. H. Kaplan (now 
Director of Economic Research, Brookings Institution). In his 
testimony Dr. Kaplan stated: **° 


But the place of small business in our economic future is 
far from being assured, and it is in the public interest to 
consider means of strengthening its prospects of growth and 
survival. 

So far as your immediate problem of financing small busi- 
ness is concerned, I believe that small business is not ade- 
quately equipped, under existing financing institutions, to 
get its share of the financial resources required to keep it 
healthy. In fact, in view of the larger scale at which even a 
small enterprise must today operate, it may have less access 
to financing than it had in the past. The bank of an earlier 
generation, let us say even as late as 1900, was a mixed bank. 
The banker knew the local businessmen. He took his chances 
with them, often invested with them. In effect, the banker 
was participating in the growth of the local lumber company 
or the local factory of one kind or another. 

Today banks are more formalized and more restricted. 
Moreover, in the depression of the 1930’s, protective legisla- 
tion included the divorcing of banks from their investment 
affiliates, which occasionally had served to encourage new and 
smaller businesses as well as promote big ones. 

In the meantime the needs even of small business have 
grown greatly. The type of retail business that could be 
started with as little as $1,500 in the 1930’s is likely to require 
$12,000 or more if it is to put up a successful front in the 
present day. In manufacturing there is no such thing as 
putting up $3,000 to get started. That figure is running 
closer to $25,000 to $30,000 for the very small manufacturing 
business in the low-capital fields of apparel. 


S. 3625 of the 81st Congress died aborning, but on May 27, 1957, 
the chairman of the Senate Small Business Committee, Senator 
Sparkman, for himself and Senators Fulbright, Clark, Hill, O’Mahoney, 
Kefauver, and Humphrey, introduced S. 2160 of the 85th Congress 
to accomplish the same purpose and by essentially the same means, 
namely, through the establishment of national investment companies. 
The national investment companies, under the terms of the bill, 
would have been authorized to advance funds to small business enter- 
prises in exchange for the income debentures, bonds, and common 
or preferred stock of eligible small business enterprises. S. 2160 was 

“6 1d., pp. 209-210. 
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made the subject of hearings before the Senate Banking and Currency 
Committee during June 1957.2" 

As has been pointed out in chapter I of this report, when the House 
Small Business Committee adopted its program of study and investi- 
gation of the problems of small business on March 12, 1957, it in- 
cluded as one of its principal projects a study of the ‘ “problems of 
small business financing.” As a part of that program of study and 
investigation, extensive hearings were held commencing November 
19, 1957, and concluding April 28, 1958. During the course of those 
hearings, testimony was rec eived from many witnesses including 
high-le vel policymaking officials of the Federal Government, from 
experts in the financial world, and from representatives of small 
business groups. A number of ‘those witnesses urged that legislation 
be enacted which would provide that the Federal Government promote 
the establishment of facilities to make capital more readily available 
to small business. 

Mr. Joseph D. Noonan, executive secretary of the Smaller Business 
Association of New England, Inc., on the behalf of the membership 
of that association and for small business generally urged the estab- 
lishment of a small business capital bank system somewhat along the 
lines of the Federal land-bank system.™* 

Mr. Edward McCormick, president of the American Stock Ex- 
change, urged the establishment of a system for providing equity 
capital to small business.”® 

Mr. James K. Vardaman, Jr., a member of the Board of Governors 
of the Federal Reserve System, told the committee: 7° 


There has always been to me quite apparent a need for 
al aggressive semi-independent agency within the Govern- 
ment, independent within the Government, however, not of 
the Government, which would be charged with the responsi- 
bility of aggressively encouraging the organization of small 
private business efforts, and for the perpetuation and pros- 
perity of those companies which they foster. 

* x * * * 

It is not practical, in my opinion, as an experienced banker 
and Federal agent, for the unit banking system as we know 
it in America today to adequately serve small business. 
There are many basic reasons for that. One of the most 
basic is the limited risk areas and types of loans which the 
small-independent unit bank, by the very nature of its 
organization, is confronted with. 


Another member of the Board of Governors of the Federal Reserve 
System, Mr. J. L. Robertson, noted before the committee that some 
pioneering operations of Government, such as the whole field of 
amortized real estate loans, has shown how some financed needs can 
he tailored to mect particular circumstances and conditions, saying 
further, that: 7% 


7 See record of hearings eiliiled “‘Credit Needs of Small Business” before Subcommittee on Small Busi- 
ness, Committee on Banking and Currency, U. 8. Senate, June 1957. 
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I think that on the basis of information which we have 
accumulated, there is a need for pioneering work in this field 
by Government. I think it is primarily in the long-term loan 
end, and probably in the equity capital end, much more so 
than in the others. 

In those areas, I think that there is ample room at the 
moment for the Government to step into the picture, to 
determine what the problem is and how that problem can 
best be met. I think Government will probably do it better 
than private enterprise has up to this moment. 


Chairman Martin and the other members of the Board of Governors 
of the Federal Reserve System, during the course of their testimony, 
made it clear that they do not look with favor upon the establishment 
of national investment companies to assist small business financing 
under the supervision of, or as a part of, the Federal Reserve System. 
They expressed the view that the Federal Reserve System is a central 
bank and should not be expected to engage in banking activities; such 
as, for example, holding stock in and supervising the activities of 
the national investment companies as had been suggested.”” 

When the House Small Business Committee recessed its hearings 
on the problems of small business financing November 22, 1957, it 
directed the preparation of “a bill to help provide long-term loans and 
equity capital to small business.* Under the supervision of the 
chairman, the staff with the assistance of the House Legislative 
Counsel proceeded with the drafting of a bill for that purpose. The 
resulting draft was introduced by the Chairman in the House of 
Representatives on January 29, 1958, as H. R. 10345. Under that 
bill, first, there would be established a Small Business Capital Bank 
Board as an independent agency of the Government of the United 
States. The principal office would be in Washington, and it would 
supervise and regulate the operation of a system of 12 small-business 
capital banks—one of which would be located in each Federal Reserve 
district. 

The Board would consist of 13 members appointed by the President 
of the United States by and with the advice and consent of the 
Senate—1 from each of the 12 Federal Reserve districts and 1 at 
large. The Board members would devote full time to the duties of 
their offices and, as are members of similar boards such as the Federal 
Reserve Board, Federal Home Loan Bank Board, and others, would 
be paid an annual salary of $20,000 per year. Each member would, 
as in the case of members of the Federal Reserve Board, serve a term 
of 14 years but could be removed from office by a showing of cause. 

The Board would be authorized to establish and start the operation 
of the 12 small business capital banks. It would subscribe to $10 
million of capital stock in each such bank. However, that stock would 
be retired when all of the authorized capital stock of each of the small 
business capital banks would be subscribed by the small business 
investment associations, the creation of which is provided for in the 
bill. 

Except for the capital stock of each of the small business capital 
banks initially subscribed by the Small Business Capital Bank Board, 
small business investment associations created in each of the States 


2 8, 3625, 8ist Cong., and 8. 2160, 85th Cong. 
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by small-business concerns would subscribe to the capital stook of the 
small business capital banks serving the area in question. Thus, 
provision is made for each of the small business capital banks to be- 
come fully privately owned by small business investment associations 
which, in turn, would be completely owned by small-business concerns. 

Incidentally, the small business investment associations authorized 
in the bill, the establishment of which is provided for in the bill, 
would be patterned along the lines of the national farm loan associa- 
tions and the production credit associations operating within the 
framework of the Federal land bank system and somewhat along 
the lines of the pattern of the building and loan associations operating 
within the framework of the Federal home-loan bank system. 

Funds which would be used by the small business capital banks in 
supplying capital to small business investment associations for their 
use in making investments in small-business concerns would be 
secured from the Small Business Capital Bank Board. The Board 
would supply these funds through the purchase of debenture bonds 
from the small business capital banks. The Board would secure such 
funds from private investors through the sale of its own debenture 
bonds on the open market. In such transaction, it would operate in 
much the same manner as the Federal National Mortgage Associa- 
tion—FNMA. 

The bill provides that the Board shall insert appropriate language 
in each of its obligations, clearly indicating that neither such obliga- 
tion nor the interest thereon is guaranteed by the United States or 
constitutes a debt or obligation of the United States. Other language 
in the bill makes it clear that nothing contained in any of its pro- 
visions shall be deemed to impose any liability on the United States 
or on the Board or on any small business capital bank with respect to 
any obligations entered into on any securities issued by any of the 
small business investment associations, the establishment of which is 
authorized through the provisions of the bill. 

An analysis section by section of H. R. 10345 follows: 

Title I—Short Title, Statement of Purpose, and Definitions 

Section 101 (Short Title) provides that the Act may be cited as the 
Small Business Capital Bank Act, and contains the table of contents. 

Section 102 (Statement of Purpose) sets forth the finding of Congress 
that small-business concerns are in increasing need of funds to finance 
their operations and to promote their growth, expansion, and moderni- 
zation, and that the funds presently available from public and private 
sources do not meet this need; and it is therefore declared to be the 
policy of Congress and the purpose of the act to extablish a program 
under which this need can be met by providing small-business con- 
cerns with an adequate source of equity capital and long-term loan 
funds. 

Section 103 (Definitions) defines the terms used in the Act, including 
provision for a more detailed definition of the term ‘‘small-business 
concern.” 


Title II—Establishment of Small Business Capital Bank Board 


Section 201 (Establishment of Board) establishes a Small Business 
Capital Bank Board as an independent agency of the United States. 
Section 202 (Membership) provides that the Board shall consist of 
13 members. 1 from each of the Federal Reserve districts and 1 at 
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large, appointed for 14-year terms by the President by and with the 
advice and consent of the Senate. Members of the Board would 
receive a salary of $20,000, and would be appointed so as to provide 
a fair representation of the public interest as well as the particular 
interests and needs of small business. The Board would have a 
Chairman a Vice Chairman, and a Secretary. Any member of the 
Board could be removed from office, for cause, by the President or 
by the Congress through impeachment proceedings. 

Section 208 (Executive Director) provides that the Board shall 
appoint an Executive Director, who shall receive a salary of $17,500 
and shall be responsible for the execution of the functions of the 
Board subject to its general supervision and direction. 

Section 204 (Seal) provides that the Board shall have an official 
seal, which shall be judicially noticed. 

Section 205 (Promsion of Funds) provides for the transfer to the 
Board (from the 12 Federal Reserve banks) of all funds authorized 
but not yet loaned or commitied under section 13b of the Federal 
Reserve Act (which would be repealed), and also provides for the 
transfer to the Board (proportionately from the existing surplus 
accounts of the Federal Reserve banks) of the sum of $120 million. 
These funds would be used for the Board’s operating expenses and for 
its investment in the capital stock of the 12 small business capital 
banks (discussed below). The Board would also be authorized to 
issue and sell to private investors obligations (not guaranteed by 
the Federal Government) in an amount not exceeding $1,200 million 
outstanding at any time, and to use the proceeds thereof in purchasing 
debenture bonds of small business capital banks. 

Section 206 (Regulations) directs the Board to prescribe and publish 
such regulations and take such other actions as may be necessary 
and appropriate to carry out the Act. 


Title [II—Organization of Small Business Capital Banks 


Section 301 (Establishment of Banks) provides that the Board shall 
establish a small business capital bank in each Federal Reserve district, 
and the principal office of each such bank shall be located in the 
building of the Federal Reserve bank for the district. 

Section 302 (Temporary Management) provides that, during the 
first 2 years, each small business capital bank shall be managed by 
7 temporary directors appointed by the Board. When the temporary 
directors of the bank have made and filed an organization certificate, 
the bank becomes a body corporate having the corporate powers 
necessary to carry out the functions of the bank under the Act. 

Section 303 (Election of Directors) provides that, at the expiration 
of the 2-year term of the temporary directors of a bank, the 7 per- 
manent directors of such bank shall be chosen. Five of the permanent 
directors shall be elected by the stockholders of the bank and the 
other 2 shall be appointed by the Board, and they shall serve for 
concurrent terms of 2 years each. 

Section 304 (Capitalization) provides an authorized capitalization 
for each bank of $110 million, of which $10 million shall be immediately 
subscribed for by the Board and the remainder provided through 
operations under the Act. The stock subscribed for by the Board 
shall be retired in full as soon as all of the remaining authorized 
capitalization has been paid in. 

















82 PROBLEMS OF SMALL-BUSINESS FINANCING 





Section 305 (Borrowing Power) authorizes each bank to obtain funds 
(in addition to its authorized capitalization) by selling to the Board its 
debenture bonds convertible at maturity into stock of the bank at the 
option of the Board. 

Section 306 (Use of Banks’ Funds) states that it is the primary 
function of each bank to use its funds to advance capital to small 
business investment associations, to advance funds to private financial 
investment institutions, and to make direct long-term loans to small 
business concerns, as provided in the Act. 

Section 307 (Examinations and Reports) requires periodic examina- 
tions and reports (by the General Accounting Office) of all small 
business capital banks. 


Title I1V—Organization of Small Business Investment Associations 


Section 401 (Organization of Associations) provides for the organiza- 
tion in each State (by not less than 25 small-business concerns) of a 
small business investment association, which shall be incorporated 
under State law, to take advantage of the provisions of the Act. 

Section 402 (Objectives) states that each association shall operate as 
a regulated closed-investment company designed to provide equity 
capital to small-business concerns in its community or trading area, 
and for such purpose may raise and invest capital and furnish counsel 
and information to its stockholders. 

Section 403 (Articles of Incorporation) sets forth the provisions 
which must be esntainatt in each association’s articles of ine orporation, 
which shall be subject to the approval of the Board, and enumerates 
the corporate powers which such association may exercise when the 
Board has approved such articles and issued it a permit to begin 
business. 

Section 404 (Board of Directors) provides that each association shall 
have a board of 7 directors who shall serve without compensation 
(unless salaries are approved by the board) for concurrent terms of 
2 years each. Five members of the board of directors shall be elected 
by the association’s stockholders and two shall be appointed by the 
board of directors of the small business capital bank for the district, 
except that the members initially constituting the association’s board 
of directors shall all be appointed by the board of directors of such 
bank. 

Section 405 (Secretary-Treasurer) provides for the selection for each 
association of a secretary-treasurer, who shall act as a custodian of 
the association’s funds, securities, records, and documents and make 
such reports to the Board as it may require. 

Section 406 (Payment of Expenses and Salaries) provides for the 
payment of the association’s expenses from its general funds or, when 
no such funds are available, by assessment upon the association’s 
members or by securing an advance from the small business capital 
bank of its district. 

Section 407 (Capital Stock) requires each association to have a 
paid-in capital and surplus of at least $500,000, half of which shail be 
initially subscribed for by the small business capital bank of the 
district with a view to its ultimate sale to private investors. The 
Board would have authority to limit the aggregate amount of shares 
in any association which may be held or controlled by any stockholder 
or stockholders, with a ceiling for any one stockholder (except a small 
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business capital bank) of 10 percent of the association’s total out- 
standing shares. 

Section 408 (Borrowing Power) authorizes each association to borrow 
money from the small business capital bank of its district and issue 
obligations therefor, and, in addition, to obtain funds from such bank 
through the sale of debenture bonds (convertible into stock of the 
association at the option of the bank) and by transferring to such 
bank obligations and securities acquired and held by it under the Act. 

Section 409 (Investment by Association in Stock of Banks) requires 
each association, when it obtains funds from a small business capital 
bank under section 408, to invest 5 percent of the funds so obtained 
in the capital stock of such bank. 

Section 410 (Use of Services of Public Agencies and Private Financial 
Institutions) authorizes associations to use advisory services of Fed- 
eral agencies and to provide small-business concerns with consulting 
and advisor y services on a fee basis, operating through and in coopera- 
tion with private financial institutions whenever practicable. 

Section 411 (Disposition of Funds Held by Associations) authorizes 
small business capital banks to act as depositories or fiscal agents for 
associations, and provides that associations may invest their funds in 
obligations of (or guaranteed by) the United States. 

Section 412 (Examinations) subjects each association to examina- 
tions made under the direction of the Board. 

Section 418 (Reports) requires each association to make periodic 
reports as required by the Board. 

Section 414 (Dissolution) provides for dissolution and forfeiture of 
rights and privileges (pursuant to a determination of a United States 
court) in the case of any association which violates or fails to comply 
with the Act or regulations prescribed eee 

Section 415 (Disclaimer of United States Liability on Association 
Obligations and Securities) provides that neither the United States 
the Board, nor any small business capital bank shall be liable with 
respect to any obligations or securities of an association. 

Section 416 (Exemptions for Association Securities) provides that 
securities issued by an association may (upon a determination by the 
Securities and Exchange Commission) be exempted from the provi- 
f the Securities Act of 1933 and the Trust Indenture Act of 1939. 

Section 417 (Liability of Associations for Federal Income Taz) 
amends the Internal Revenue Code of 1954 so as to bring small busi- 
ness investment associations within the class of investment companies 
which may avoid the imposition of income tax by passing along a 
specified percentage of earnings to their stockholders. Such associa- 
tions would be permitted to establish certain reserves without losing 
the tax benefits thus made available to them. 

Section 418 (State and Local Taxation of Associations) provides that 
associations shall be subject to taxation by States, counties, munic- 
ipalities, and local taxing authorities in the same manner as State- 
chartered institutions of similar character. 


S1Ons Of 


Title V—-Provision of Assistance to Small-Business Concerns 

Section 501 (Standards of Eligibility for Assistance) directs the Board 
to promulgate standards for determining the eligibility of small- 
business concerns for assistance under the act, giving consideration 
to the need for small-business growth and development, the need of 
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such concerns for capital, the need for private participation, and the 
need for supplementing existing private financial facilities through 
assistance under the Act. 

Section 502 (Provisions of Equity Capital for Small-Business Con- 
cerns) authorizes each association to provide incorporated small- 
business concerns in its district with equity capital (within specified 
limits) in return for debenture bonds of such concerns which are 
convertible into stock of such concerns at the option of the association; 
but any such association may first require the concern involved to 
refinance its outstanding indebtedness and to agree that it will not 
thereafter incur any indebtedness without the association’s approval. 
Any small-business concern receiving funds from an association would 
be required in turn to invest an amount equal to 5 percent of such 
funds in the association’s capital stock. 

Section 503 (Long-Term Loans to Small-Business Concerns) auth- 
orizes each small business capital bank to make loans, directly or on a 
participation basis, to incorporated and unincorporated small- 
business concerns in its district, in order to provide such concerns 
with funds needed for sound financing, growth, modernization, and 
expansion. Such loans would bear interest at a rate not exceeding 
5 percent per annum, and would have a maximum maturity of 30 years 
plus any additional time needed to complete construction, conversion, 
or expansion. 

Section 504 (Assistance to Private Investment Companies and State 
and Local Development Corporations) authorizes small-business capital 
banks to advance funds (in return for convertible debenture bonds) 
to certain investment companies and State and local development 
corporations which will use such funds to supply equity capital to 
small-business concerns in their respective districts in a manner which 
will assist in carrying out the Act. A financial institution obtaining 
funds from a small-business capital bank under this section will be 
required to invest 5 percent of such funds in the capital stock of 
such bank. 


Title VI.— Miscellaneous 


Section 601 (Criminal Penalties) makes several amendments to 
title 18 of the United States Code so that the provisions of such title 
imposing criminal penalties in connection with the operations of 
enumerated financial agencies and institutions will also apply in the 
case of small-business capital banks and small-business investment 
associations. 

Section 602 (Injunctive Relief) authorizes the Board to secure an 
injunction to prevent acts or practices in violation of the Act of 
regulations prescribed thereunder. 

Other Members of the House also introduced bills containing the 
hitessien set forth in H. R. 10345. These included Representative 

oosevelt (Democrat, California), H. R. 10400; Representative 
Santangelo (Democrat, New York), H. R. 10401; Representative 
Multer (Democrat, New York), H. R. 10453, and Representative 
Evins (Democrat, Tennessee), H. R. 10683. On January 30, 1958, 
the majority leader of the United States Senate, the distinguished 
senior Senator from Texas, the Honorable Lyndon B. Johnson, intro- 
duced S. 3191 containing the provisions set forth in H. R. 10345. 
In doing so, he termed the provisions “practical legislation to aid 
small business.” In that connection he pointed out that— 
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In effect, it is patterned after the Federal land bank sys- 
tem. The Federal land banks have been paid out; they 
have paid back the capital the Government put into them. 
Associations of farmers now own them. 

In the same way, borrowers under the small-business sys- 
tem will contribute by taking stock in the banks; and it is 
contemplated that eventually the borrowers will pay back 
to the Treasury every bit of the Government money. So 
the banks will eventually be owned privately, and will be- 
come a definite part of our private-enterprise system. 


On February 25, 1958, Representative Multer (Democrat, New 
York) introduced H. R. 10980, which would create a small-business 
investment corporation for the purpose of furnishing needed equity 
capital to small business concerns in the United States. 

A section-by-section analysis of that bill is as follows: 

Section 1.—The act is to be cited as “Small Business Investment 
Corporation.”’ 

Section 2.—The policy of the Congress and the purpose of the Act 
are to provide small business concerns of the United States with an 
adequate source of equity capital and thereby promote their growth 
and development in the interest of a sound, vital, and expanding 
national economy. 

Section 3 defines various terms used in the Act. 

Section 4 (a) creates the Small Business Investment Corporation; 

(b) declares that the objective of the Corporation is to carry out 
the purposes of the Act by supplying needed equity capital. 

Section 5 (a) creates a Board of Directors to administer the Cor- 
poration. 

(b) establishes the method of appointment of the Board while the 
Government still owns capital stock in the Corporation. 

(c) establishes the term of office of the Board of Directors. 

(d) sets the rate of compensation for the Board. 

(e) establishes travel allowances. 

(f) sets the method of electing officers of the Board with a rotating 
chairmanship and fixes a quorum as three members of the Board. 

(g) gives the Board power to adopt rules and regulations. 

(h) establishes procedures for selection and election of members of 
the Board at such time when the Government ceases to own any 
capital stock. 

Section 6 (a) sets forth the method of appointing an Executive 
Director of the Corporation. 

(b) establishes the compensation for the Executive Director along 
with allowances for travel. 

(c) fixes the duties of the Executive Director. 

(d) enumerates the general powers of the Executive Director (such 
as the hiring of employees and the acquiring and disposal of property 
in connection with the functions of the Act.) 

Section 7 provides the powers of the Corporation, including— 

(1) establishment of bylaws consistent with the Act and the 
manner in which business is to be conducted both before and after 
the time when all capital stock subscribed for by the Seeretary of 
of the Treasury has been retired; 

(2) the adoption and use of a corporate seal; 

(3) the right of succession ; 
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(4) the making of contracts; 

(5) the right to sue and be sued; 

(6) the right to acquire, hold and dispose of property (real, 
personal, or mixed) ; 

(7) the de legation of ine identel powers to the Board in order to 
carry out the functions vested in it by the Act. 

Section 8 (a) Initial capitalization of the Corporation of $20 million, 
one-half of which shall be subscribed for and paid in by the Secretary 
of the Treasury immediately upon the establishment of the Corpora- 
tion, and which shall be retired in full at the earliest practicable time, 
the other one-half shall be offered for sale to the general public at var. 
The stock shall have a par value of $100 per share. 

Section 8 (b) provides for additional funds by issuance of bonds to 
carry out the purposes of the Act with a maximum ceiling of $500 
es including the purchase by the Secretary of the Treasury of 

$250 million. The obligations sold to private investors shall not be 
guaranteed by the United States nor consistute a debt or obligation of 
the United States. 

Section 9 (a) gives power to the Board to promulgate standards to 
determine the eligibility of small business concerns for assistance 
under the Act. 

(b) grants powers to the Board to hold interests in unincorporated 
small business concerns which meet the standards established by the 
Board. 

(c) requires as a condition for the obtaining of any assistance that 
the applicant invest in the Corporation’s stock a sum equal to at 
least 10 percent of the amount advanced by the Corporation to such 
small business. 

(d) grants powers to the Board to sell the stock of the small business 
concerns on the open market (after first giving the issuing small busi- 
ness concern an opportunity to repurchase or retire such stock). 

Section 10 provides for the payment of expenses and distribution 
of earnings and establishes a priority by which such distribution shall 
be made. 

(1) provides for the retirement of the capital stock subscribed 
for by the Secretary of the Treasury under section 8 (a). 
(2) provides for the retirement of the obligations issued to and 
cacti by the Secretary of the Treasury under section 8 (b). 
(3) provides for distribution of earnings to the holders of obliga- 
tions issued to private investors under section 8 (b). 
(4) provides for payment of dividends on its capital stock. 

Section 11 provides for the administration of the Corporation 
when all money invested by the Secretary of the Treasury under 
sections 8 (a) and 8 (b) has been repaid. 

Section 12 provides for annual reports to Congress during such time 
as any capital stock is owned by the Secretary of the Treasury. 

Section 13 provides for the publication of regulations by the 
Corporation. 

On April 21, 1958, the majority leader of the United States Senate, 
Senator Johnson, for himself and Senators Fulbright, Sparkman, 
Clark, Proxmire, Hill, 0’ Mahoney, Humphrey, Beall, Case of New 
Jersey, Payne, Stennis, and Langer, introduced S. 3651 to make 
equity capital and long- term credit more res adily available for small 
business concerns. As originally introduced, that bill was entitled 
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the “Small Business Investment Administration Act of 1958” and 
provided for the establishment of a small business investment admini- 
stration as a separate agency of the Government with authority to 
charter small-business investment associations in various sections of 
the country. The small-business investment associations would then 
proceed to advance equity and long-term capital to small business 
concerns in the locality in which the small-business investment 
association was formed. That bill received serious consideration by 
the Senate Banking and Currency Committee and emerged June 4, 
1958, under Calendar No. 1683 and through Senate Report No. 1652, 
of the 85th Congress. 

This bill is the result of extensive hearings and careful consideration 
of the long-term credit and equity needs of small businesses by the 
Committee on Banking and Currency in both sessions of the 85th 
Congress. In the Ist session of the 85th Congress, the committee 
held extensive hearings on S. 719, S. 2160 and S. 2286, but deferred 
action upon these bills pending the results of a study on financing 
small business by the Federal Reserve System. 


EXPLANATION OF S. 3651 


Establishment of Small Business Investment Division in the SBA 

The bill establishes a division of the Small Business Administration 
to be known as the Small Business Investment Division. This 
Division, to be headed by a Deputy Administrator appointed by the 
President, by and with the advice and consent of the Senate, is to 
have the power and authority to: (a) charter, regulate, and examine 
small business investment companies, (0) lend funds to such invest- 
ment companies, and (c) lend funds to State and local development 
companies. 

The Senate Banking and Currency Committee stated that the 
operations of the SBA in administering this new program should be 
separated from the SBA’s other functions to the maximum possible 
extent. It believes that this can best be accomplished through a 
separate division of the SBA, the staff of which will devote itself 
exclusively to the small-business investment companies and to State 
and local development companies which desire loans. 

That committee emphasized that it does not contemplate the Small 
Business Investment Division to be a large, cumbersome, and com- 
plex organization. Its function will be to deal with and regulate a 
relatively small number of private small-business investment com- 
panies, and to make loans to State and local development companies. 
U nder this proposal the Division will not deal directly with small- 
a concerns. Unlike the present SBA which has day-to-day 
contact with literally tens of thousands of small-business concerns 
Seana the country, the Small Business Investment Division will 
not be burdened with any such function nor with the necessity of 
regional and subordinate offices. 

The bill provides that the new functions to be performed by the 
Small Business Administration shall be carried out in such manner as 
to insure the maximum. participation of private financing sources and 
shall be administered so that any financial assistance shall not result 
in a substantial increase of unemployment in any area of the country. 
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The Senate Banking and Currency Committee was not concerned 
whether State of private funds are ‘used to attract industry into a 
particular area, but it stated its intent that Federal funds shall not 
be used for such a purpose. Accordingly, the committee wishes to 
make it clear that the Small Business Administration should not 
provide any financial assistance under this act which may be used to 
provide a subsidy to induce any relocation of industry or to assist 
any relocation of a small-business concern for other than a sound 
business purpose. 


Revolving fund 


In order to carry out the lending functions contained in the bill, the 
SBA is authorized to issue obligations to the Secretary of the Treasury 
in an amount not to exceed $250 million outstanding at any one time: 
such borrowing is to constitute a revolving fund. 

Because it will take time to establish small-business investment 
companies, and their growth and development will be a gradual 
process, the bill limits the amount which the SBA may borrow during 
the first year after enactment to $50 million outstanding, and during 
the second year this amount may be increased to a total of $150 
million outstanding. The obligations issued by the SBA, under this 
bill, shall have maturities as set by the SBA with the approval of the 
Secretary of the Treasury; the interest rate on such obligations, to be 
determined by the Secretary of the Treasury, shal] not be higher than 
the current average yield on outstanding marketable obligations of 
the United States of comparable maturities. 

This revolving fund is to be used to make loans to small-business 
investment companies, and to make loans to State and local develop- 
ment companies. 

Small-business investment companies 

Formation.—Small-business investment companies formed to oper- 
ate under this bill may be formed by a minimum of 10 persons. These 
companies may be chartered under State law or by the SBA as pro- 
vided in this act. The SBA is determining whether to issue a permit 
to begin business, or to give permission to operate under this act in 
the case of a State-chartered company, shall consider the need for 
small-business financing in the area where the proposed company is 
to operate, the character of the proposed management of the com- 
pany, and the number of such companies already formed in the United 
States and the volume of their business. 

The Senate Banking and Currency Committee sees no necessity 
for the formation of large numbers of small-business investment 
companies, and the Small Business Administration is expected to 
give close attention to the criteria on this subject as expressed in 
section 301 (c). 

Upon the issuance by the SBA of a permit to begin business, such a 
company shall become a body corporate with the authority to exercise 
the usual powers as are necessary to carry on the business for which 
the company was formed. Each small-business investment company 
is required to have a board of direc tors consisting of nine members to 
be elected annually by the company’s stockholders. The primary 
function of these small-business investment companies is to provide 
long-term loans and equity capital to small business concerns. 

SBA authority to charter small-business investment companies will 
terminate on June 30, 1961. Thereafter, such companies must be 
chartered under State law and may be given permission to operate 
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under this act by the SBA. The Senate Banking and Currency Com- 
mittee believes that by June 30, 1961, all States will have had an 
opportunity to enable the formation of small-business investment 
companies to operate under this act, and that a chartering function 
in the SBA will be unnecessary. Termination of this authority shall 
have no effect upon the continuing activities of any small-business 
investment companies chartered by the Small Business Administration. 

Capital stock requirements.—A small-business investment company is 
required to have a paid-in capital and surplus of $300,000 before it 
may commence business. Stock in such companies may be purchased 
by individuals, partnerships, corporations, insurance companies, and 
financial institutions, including Federal Reserve member banks and 
nonmember insured banks. No Federal Reserve member bank or 
nonmember insured bank, however, may hold shares in such companies 
in an amount aggregating more than 1 percent of its capital and 
surplus. 

In order to encourage the formation of small-business investment 
companies, the SBA is authorized to provide a maximum of $150,000 
to each such company formed, through the purchase of subordinated 
debentures. These debentures shall be subordinate to any other 
obligations issued by a company, and they shall be considered as part 
of such companies’ paid-in capital and surplus for purposes of the 
minimum capital required for formation of an investment company. 

The Senate Banking and Currency Committee desires that there be 
no misunderstanding concerning the treatment, as a part of capital 
and surplus, of funds derived from the SBA through these subordi- 
nated debentures. The SBA, therefore, should include provisions in 
its regulations which require all small-business investment companies 
to clearly identify funds received in this way in the companies’ bal- 
ance sheets, reports prospectuses, and other publications containing 
references to their capital structures. 

Borrowing power.—Small-business investment companies are author- 
ized to borrow money from private sources under such conditions and 
subject to such limitations and regulations as prescribed by the SBA. 
Such regulations should include a maximum capital to debt ratio, 
taking into consideration the purposes for which the companies are 
formed and the extent to which the companies will be subject to 
regulation and examination. 

To encourage the growth of these companies, the SBA is authorized 
to lend them money on terms and at a rate of interest set by the SBA. 
The amount the SBA may lend and have outstanding to any company 
may not exceed 50 percent of the paid-in capital and surplus of such 
company (the subordinated debentures of a company which are pur- 
chased by the SBA are, for this purpose, treated as part of the capital 
and surplus). This limitation on the amount the SBA may lend to 
an investment company is to prevent such companies from merely 
serving as intermediates in the dispersal of Government funds to 
small-business concerns. The SBA funds advanced to the small-busi- 
ness investment companies are to encourage and facilitate the forma- 
tion and growth of such companies. The major portion of their funds 
are expected to come from private sources. 

Equity capital for small businesses —Small-business investment 
companies are authorized to provide equity capital to small-business 
concerns through the purchase of convertible debentures which shall 
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contain such terms and interest rates as the companies fix under SBA 
regulations. ‘These debentures are to be convertible at the option of 
the company or a holder in due course, up to and including the date 
of call, into stock of the small-business concern at the sound book value 
of such stock as determined at the time the debentures were issued. 

The Senate Banking and Currency Committee believes that the use 
of convertible debentures, which has been developed to a high degree 
in recent years by many large, publicly financed companies, is the most 
suitable financing instrument for this type of program. This type of 
debenture is attractive to speculative investors who want an oppor- 
tunity to share in the future prosperity of a business beyond the fixed 
claim of ordinary debt. In view of the risk inherent in, and the 
admittedly experimental nature of the financing which this bill seeks to 
encourage, consideration must be given to encouraging such specu- 
lative investors. 

Before an investment company purchases any such convertible 
debentures, it may require the small-business concern to refinance its 
outstanding indebtedness so that the investment company is the only 
holder of indebtedness of such concern. Furthermore, to protect the 
investment company, such small-business concern may be required 
to agree not to incur further indebtedness without approval of the 
investment company. 

Whenever an investment company provides capital to a small- 
business concern through the purchase of convertible debentures, such 
concern is required to purchase stock in the investment company in 
an amount equaling from 2 to 5 percent of the amount of the capital 
provided, as established by SBA regulation. SBA regulations may, 
however, permit a small-business concern to defer such purchase of 
stock for a period up to 3 years. The purpose of this stock-purchase 
requirement is to build up the investment of private funds and, in due 
course, to make Federal participation unnecessary. 

Loans to small-business concerns.—Small-business investment com- 
panies are authorized to make loans “of such sound value, or so 
secured, as reasonably to assure repayment’’ to small-business con- 
cerns, both incorporated and eSomaeen These loans may be 
made directly or in participation with other lending institutions on 
an immediate or deferred basis. The maximum interest rate on such 
loans is to be set by the SBA. The maximum maturity of such loans 
is 30 years, but an investment company may extend the maturity of a 
loan for an additional 10 years if such extension will aid in the orderly 
liquidation of a loan. 

Without approval of the SBA, the total amount which a small 
business investment company may lend and invest in a single small- 
business concern may not exceed 20 percent of the combined capital 
and surplus of such investment company (subordinated debentures 
purchased by the SBA — this bill are treated as part of capital 

and surplus for purposes of this limitation). 

Exemptions from securities acts.—The Securities and Exchange Com- 
mission is granted the authority to exempt securities which are issued 
by small business investment companies from the regulatory pro- 
visions as contained in the Securities Act of 1933 and the Trust In- 
denture Act of 1939, if it finds that such exemption will not jeopardize 
the protection of investors or the public interest. The Senate Banking 
and Currency Committee is convinced that it would not be wise to 
exempt such investment companies outright from the securities laws. 
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At the same time it is recognized that there may be justification for 
exemptions by the SEC which are consistent with the purposes of the 
securities laws. 

The bill also provides that, with one exception, the Investment 
Company Act of 1940 shall apply to small-business investment com- 
panies just as it does at present to other investment companies. The 
committee was impressed by the testimony offered by the Chairman 
of the SEC that, in order to give adequate protection to investors, the 
Investment Company Act of 1940 should be applicable to small- 
business investment companies. 

The bill does, however, exempt’small-business investment companies 
from the limite ation contained in_the Investment Company Act that 
a company’s borrowings cannot exceed one-third of the company’s 
total assets. For the type of operation to be carried out by small- 
business investment companies, the Senate Banking and Currency 
Committee is of the opinion that this limitation on borrowing is too 
restrictive. State development corporations, for example, have debt- 
to-capital ratios as high as 10 to 1. The bill provides that the SBA 
may prescribe limitations on borrowing by small-business investment 
companies. No definite debt-to-capital ratio is prescribed in the bill 
because of the experimental nature of this program. 

Tax provisions.—The bill provides that taxpayers investing in the 
stock of small-business investment companies will be allowed an 
ordinary-loss deduction rather than a capital-loss deduction on losses 
arising from worthlessness or sale of such stock. Small-business 
investment companies will also be allowed an ordinary loss-deduction, 
rather than a capital-loss deduction, on losses sustained on convertible 
debentures, including stock received pursuant to the conversion 
privilege. The loss deduction will include losses due to worthlessness 
as well as those arising from sale or exchange of the security. 

Such companies will also be allowed a deduction of 100 percent of 
dividends received from a taxable domestic corporation rather than 
the 85-percent deduction allowed corporate t axpayers gene rally. 

These tax provisions are endorsed by the Treasury Department 


which in testimony before the Senate Banking and Currency Com- 
mittee stated: 


The (tax) provisions should be helpful in increasing the 
amount of funds available to the proposed investment com- 
panies and they are consistent with other tax recommenda- 
tions and the general corporate tax law. 

Conversion of State development companies and State chartered investment 
companres 
Both State development companies and State chartered investment 
companies, upon the vote of the shareholders owning a majority of the 
stock in such companies, may with the approval of the SBA be con- 
verted into small business investment companies. Upon conversion, 
such companies shall have all the rights and obligations of companies 
originally formed and charted by the SBA as small business iavest- 
ment comp wiles. 
SBA authority to approve such conversions will terminate on June 
1961. This termination provision is included to conform with the 
termination date of the SBA authority to charter small-business 
investment companies. 
This conversion privilege is designed to permit companies, which 
may so desire, to take advantage of the bill’s provisions and benefits, 
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e. g., investments and loans from SBA, and tax advantages. The 
committee believes that it would be unfair to preclude regulated 
investment companies and State development corporations from the 
right to convert into small business investment companies if they 
should desire to do so. 

This bill provides that this conversion privilege shall not be con- 
strued to supersede the laws of any State. 


SBA loans to State and local development companies 


In order to encourage the growth and development of State and 
local development companies, which have been performing an in- 
creasingly important and useful role in providing credit for small- 
business concerns, the bill authorizes the SBA to lend money to such 
companies on such terms and at an interest rate set by the SBA. The 
SBA may not lend to any such company more than the company has 
borrowed from all other sources. This limitation in the bill is to 
prevent the situation arising whereby State and local development 
companies would be serving only as transmission belts for the con- 
ree of Federal funds to small-business concerns. 

he only exception to this general limitation on loans to State and 
local development companies is in cases where the SBA loans are 
secured and are identifiable with ultimate small-business borrowers, 
Loans of this kind, up to $250,000 each, may be made in addition to 
the general lending authority discussed in the preceding paragraph. 

In order to encourage the formation of statewide development 
companies in those States which have not begun such a program, 
the bill provides that loans to local development companies may be 
made only through June 30, 1961. Thereafter, the SBA will have 
authority to lend only to State development companies. 


Repeal of section 136 of the Federal Reserve Act 


Section 13b of the Federal Reserve Act would be repealed 1 year 
after enactment of this bill. Section 13b, which was enacted in 1934, 
authorized the Federal Reserve banks to provide working capital to 
businesses that were unable to obtain needed financial assistance 
from the usual sources. This authority was granted under emergency 
conditions existing in the 1930’s, and it has been used very little in 
recent years. The Board of Governors of the Federal Reserve System 
has recommended repeal of this authority in the belief that it is 
inappropriate for the System to participate in the financing of business 
enterprises. The Senate on March 21, 1957, passed the Financial 
Institutions Act of 1957 (S. 1451), which includes a provision repealing 
section 13b; this bill is now before the House Banking and Currency 
Committee. 

The funds which the Federal Reserve banks have received from the 
Treasury Department under section 13b, amounting to approximately 
$27.5 million, are to be returned to the Secretary of the Treasury and 
to be put into a special fund to be available for grants by SBA for 
management counseling as described in detail below. 


SBA grants for management counseling 


The Small Business Act is amended to authorize the SBA to make 
grants to any State government or State development corporation, 
or colleges and universities for studies, research, and counseling 
concerning the managing, financing, and operation of small-business 
concerns. Only one such grant may be made within any one State 
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per year, and no single grant may exceed $40,000. These grants 
shall be made from the special fund in the Treasury Department 
created in this bill and described above. 

The Senate Banking and Currency Committee, having heard the 
testimony of expert witnesses in the field of business management, is 
convinced that one of the most serious handicaps to many small- 
business concerns is the lack of adequate management counseling. 
It is felt that the grants contained in the bill will be of material 
assistance in filling this need. 


SECTIONAL ANALYSIS 


Title I—Short title, statement of purpose, and definitions 


Section 101. Short title——Cited as Small Business Investment Act 
of 1958. 

Section 102. Statement of policy.—States congressional policy to (1) 
stimulate and supplement flow of private capital to small business, 
(2) recognize that such funds are not available in adequate supply, 
(3) insure maximum participation of private financing sources, and 
(4) deny financial assistance which would substantially increase un- 
employment in any area of the country. 

Section 103. Definitions.—(Self-explanatory.) 


Title II—Small Business Investment Division of Small Business 
Administration 

Section 201. Establishment of Small Business Investment Division.— 
Creates the Small Business Investment Division within the Small 
Business Administration. Division to be headed by a Deputy Admin- 
istrator appointed by President and confirmed by Senate. 

Section 202. Promsion of funds—Creates revolving fund of $250 
million for Investment Division of SBA—funds to be borrowed from 
the Treasury at the current average yields on United States obligations 
of comparable maturities. Maximum borrowing of $50 million during 
the first year of operations, and maximum of $150 million during first 2 
years of operations. 

Section 203. Purpose of revolving fund.—Revolving fund may be 
used—(1) to purchase subordinated debentures of small business in- 
vestment companies, (2) to make loans to small business investment 
companies, and (3) to make loans to State and local development 
companies. 


Title III—Small business investment companies 


Section 301. Organization of small-business investment companies.— 
Small business investment companies may be formed by 10 or more 
persons subject to the approval of the SBA. SBA chartering author- 
ity terminates June 30, 1961. Enumerated are such powers as are 
necessary to carry on the business for which a company is established. 

Section 302. Capital stock and subordinated debentures—A small- 
business investment company must have $300,000 paid-in capital 
and surplus before it may commence business. The SBA is authorized 
to advance a maximum of $150,000 to any such company by purchas- 
ing subordinated debentures, and such subordinated debentures are 
to be considered a part of capital and surplus. Shares of stock in such 
companies may be purchased by member banks of the Federal Reserve 
System, nonmember banks, insurance companies, financial institutions, 
corporations, partnerships, and other persons. A member bank or an 
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insured nonmember bank may hold stock in such companies only in an 
aggregate amount of 1 percent of such bank’s capital and surplus. 
The aggregate amount of stock in such companies which may be held 
by any st ckholder n ay be limited by the SBA. 

Section 803. Borrowing power—Small-business investment com- 
panies may borrow money and issue obligations subject to limitations 
and regulations of the SBA. The SBA is authorized to lend to such 
companies upon such terms and at such interest rates as determined 
by the SBA. The SBA may not have loans outstanding under this 
section at any one time to any one company in an amount exceeding 
50 percent of the paid-in capital and surplus of such company. 

Section 304. Provision of equity capital for small-business concerns. — 
Small-business investment companies are authorized to provide equity 
capital to small-business concerns through the purchase of convertible 
debenture bonds. Such —— shall bear interest and contain other 
such terms as the company may fix with the approval of the SBA. 
Before any capital is prov sind to a small-business concern under this 
section, thei investment company may require such concern to (1) re- 
finance any or all of its outstanding debt so the investment company 
is the only holder of evidence of indebtedness of such concern, and 
(2) agree not to thereafter incur any debts without the approval of 
the investment company. When ea small-business concern obtains 
capital under this section, it is required to purchase stock in the 
investment company in an amount ranging from 2 to 5 percent of 
the funds it obtains, the amount of such stock purchase to be set by 
the SBA and the SBA can authorize a 3-yeer deferment of stock 
purchase 

Section 805. Long-term loans to small-business concerns.—Small- 
business investment companies are authorized to make long-term 
loans to small-business concerns. The maximum rate of interest 
on such loans is to be determined by the SBA, and maximum maturity 
is set at 30 years with the investment company having the right to 
extend the maturity of any loan another 10 years if it deems such 
extension advisable to sess liquidation of the loan. Such loans 
may be made directly or in cooperation with other lending institutions 
through agreements a participate on an immediate or deferred basis. 

Section 806. Aggregate limitations —Without the approval of the 
SBA, no small-business investment compeny can have more than 
20 percent of its combined capitel and surplus in loans and invest- 
ments of a single small-business concern at one time. 

Section 807. Exem ptions. —Securities issued by small-business in- 
vestment companies may be exempt by the SEC from the Sccurities 
Act of 1933 and the Trust Indenture Act of 1939 9, or issued under 
special regulations, if the SEC finds that complete application of 
these two acts is not necessary in the public interest end for the pro- 
tection of investors. Investment companies chartered by SBA are 
exempt from the equity-debt ratio requirements of the Investment 
Company Act of 1940. 

Section 308. Tax provisions.—Any individual or ccrporation is al- 
lowed an ordinary (rather than capital) loss derived from a sale or 
exchenge of stock in e small-business investment company. Also, a 
small-business investment company may treat as an ordinary loss any 
loss on convertible debentures (including stock received pursuent to 
the conversion privilege) ecquired pursuant tc section 304 above. 
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Further, a dividend-received deduction equal to 100 percent (rather 
than 85 percent) of dividends received by a small business investment 
company is allowed. 

Section 309. Miscellaneous.—Contains miscellaneous provisions con- 
cerning the operations of small-business investment companies and the 

regulation of them by the SBA. 

‘Section 310. Approving State-chartered companies for operations under 
this act—State-chartered companies formed expressly for the purpose 
of operating under this act may be approved for such operations by 
the SBA. U pon approval such companies shall have the same powers 
and privileges and shall be subject to the same duties, liabilities, and 
regulations, in all respects, as are prescribed for small- business invest- 
ment companies chartered by the SBA. 

Title I1V—Conversion of State-chartered investment companies and State 
development companies 

Section 401.—State-chartered investment companies and State 
development companies may, upon the vote of the majority of stock- 
holders, be converted into a small-business investment company with 
the approval of the SBA. SBA conversion authority terminates June 
30, 1961. Nothing in this section shall be construed to supersede any 
State law. 

Title V—Loans to State and local development companies 


Section 501.—The SBA is authorized to make loans to State and 
local development companies, with the stipulation that such funds are 
to be used by such companies to assist in carrying out the purposes of 
this act. Such loans by the SBA are to be in exchange for obligations 
of the development companie s on such terms and at an interest rate 
set by the SBA. The SBA loans outstanding at any one time to any 
one development company under this section cannot exceed the total 
amount borrowed by the company from all other sources. Loans to 
local development companies may be made only through June 30, 1961. 

Section 502.—The SBA is also authorized to make secured loans to 
State and local development companies, up to $250,000 each, if such 
loans are to assist an identifiable small-business concern. Loans to 
local development companies may be made only through June 30, 1961. 
Title VI—Changes in Federal Reserve authority 

Section 601. Repeal of section 136 of the Federal Reserve Act—Section 

3b of the Federal Reserve Act (which provides that Federal Reserve 
banks may make working-capital loans to business concerns) is re- 
pealed 1 year after enactment of this act. A saving provision protects 
transactions being carried out. 

Section 602. Fund for management counseling.—Section 13b funds 
($27.5 million) are to be returned by the Federal Reserve banks to the 
Treasury, which shall create a special fund to be used by SBA in 
making grants to States, State agencies, State development companies, 
colleges, and universities for studies, research, and counseling relating 
to managing, financing, and operating small-business concerns. Only 
one grant can be made in any one State in any one year, and no grant 
may exceed $40,000. 


Title VII—Criminal penalties 
Sections 701-705.—Makes it a crime for an officer, director, agent, or 
employee of a small-business investment company to (@) make any 
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loans to an examiner of such company, (6) receive a fee, gift, or com- 
mission for any transaction by the company which is not authorized 
in this act, (c) embezzle or willfully misapply any funds or securities 
belonging to such company, and (d) make a false entry or report or 
to make an unauthorized transaction. 

Makes it a crime for an examiner of a small-business investment 
company to accept a loan or gratuity from such a company or from 
anyone connected with such company. Makes it a crime for anyone 
to knowingly make any false statement or report or to willfully over- 
value any property or securities for the purpose of influencing the 
action of a small-business investment company. Makes it a crime 
for anyone to cause or procure a small-business investment company 
to charge or receive a fee or gift not specifically authorized by law. 

The bill was debated and passed the Senate Monday, June 9, 1958.25 

On the same day, April 21, 1958, that S. 3651 was introduced in the 
Senate, Representative Hill (Republican, Colorado), ranking minority 
member of the House Small Business Committee, and each of his 
minority colleagues, members of the House Small Business Committee, 
introduced proposals for legislation, which would amend the Small 
Business Act to provide long-term loans for small business in increased 
amounts and to provide an additional method to help small business 
secure equity capital. Those bills were introduced under the follow- 
ing numbers and by the Members shown: Representative Hill, H. R. 
12026; Representative Riehlman (Republican, New York), H. R. 
12027; Representative Seely-Brown (Republican, Connecticut), H. R. 
12028; Representative MeCulloch (Revublican, Ohio), H. R. 12029; 
Representative Sheehan (Republican, Illinois), H. R. 12030; Repre- 
sentative Moore (Republican, West Virginia), H. R. 12031. 

A section-by-section anlysis of those bills is as follows: 

The first section provides that the act may be cited as the Small 
Business Investment and Development Act. 

Section 2 sets forth the finding of Congress that the continuing 
growth and development of small business is essential to a sound 
national economy, but that such growth and development is impeded 
by the inability of small-business concerns (because of various factors, 
of which the principal ones are specifically stated) to obtain equity 
capital. It is, therefore, declared to be the policy of Congress and 
the purpose of the act to promote the sound development of small 
business by providing a source of such capital. 

Section 3 adds a new subsection (c) to section 207 of the Small 
Business Act of 1953. 

Paragraph (1) of the new subsection (c) authorizes the Small Busi- 
ness Administration to purchase investment securities issued by State 
development investment and credit corporations and having specified 
rates of interest and maturities. The Administration could not hold 
investment securities of any such corporation in an amount exceeding 
$5 million at any one time, and purchases of such securities by the 
Administration would have to be matched by other purchasers of such 
corporation’s securities. 

Paragraph (2) provides that the Administration shall not purchase 
investment securities from a corporation unless, first, the corporation 
will use the proceeds exclusively to assist small-business concerns of 
stated types in its State and will not use any of such proceeds to finance 





24 Daily Congressional Record, June 9, 1958, pp. 9432-9460. 
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the relocation of existing concerns; second, the corporation, in fur- 
nishing such assistance, will meet the conditions and standards set 
forth in the act and those prescribed by the Administration; and third, 
the corporation, in furnishing such assistance, will use funds obtained 
from other sources in an amount at least equal to the funds obtained 
from the Administration. 

Paragraph (3) provides that only one corporation per State can 
participate in the program of assistance, and requires any such 
corporation to have been chartered by the State for substantially the 
same purposes as the purpose of the act and to meet minimum stand- 
ards and criteria prescribed by the Administration. 

Paragraph (4) authorizes the Administration to obtain the funds 
needed to carry out the program by issuing notes and obligations in an 
aggregate amount not exceeding $255 million and selling such notes 
and obligations to the Secretary of the Treasury. The proceeds of 
such notes and obligations would be used to establish the special 
revolving funds which would be used to purchase investment securities 
under the program. 

P aragraph (5) allows any State development investment and credit 
corporation or its shareholders to repurchase any of its investment 
securities purchased by the Administration. 

Paragraph (6) directs the Administration to impose reasonable 
service charges in connection with its purchase of investment securi- 
ties; and such charges would constitute a reserve fund for the payment 
of any losses under the program. 

Paragraph (7) provides that assistance under the program would 
not reduce or otherwise affect any similar assistance being furnished 
under State or local programs. 

Paragraph (8) provides that the Administration’s claims for repay- 
ment on investment securities which it purchases from a corporation 
shall not be subordinated to any other claims against suc h corporation. 

Paragraph (9) contains definitions of the terms “State develop- 
ment investment and credit corporation,” ‘investment securities,”’ 
and “State.” 

Section 4 authorizes the Administration to make grants to State 
agencies, State development investment and credit corporations, 
and schools, for studies, research, counselling, and information con- 
cerning small business. Such grants would “be limited to one—not 
exceeding $40,000—per State, and $2 million annually in the aggregate. 

Section 6 replaces the present Administrator of the Small Business 
Administration with a 5-man Small Business Board appointed by the 
President by and with the advice and consent of the Senate from 
among individuals truly representative of small business and _ thor- 
oughly experienced in small-business operations. Each member of 
the Board would serve for a 5-year term, and would receive a salary 
of $20,000 plus travel and subsistence expenses. The functions, 
powers, and duties of the Administration and the Board would be 
exercised by an Executive Director subject to the Board’s direction 
and supervision. 

Section 6 increases the maximum amount of a regular small-business 
loan under the Small Business Act of 1953 from $250,000 to $500,000, 
with a corresponding increase—subject to a ceiling of $5 million—in 
the maximum amount of a loan to a corporation formed and capitalized 
by small-business concerns. It also increases the maximum maturity 
of a regular small-business loan from 10 to 15 years. 
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Section 7 permits the securities of a State development investment 
and credit corporation or a small-business concern to be exempted 
from the provisions—principally those requiring registration—of the 
Securities Act of 1933 and the Trust Indenture Act of 1939 if the 
Securities and Exchange Commission finds that enforcement of such 
provisions with respect to such securities is not necessary in the public 
interest and for the protection of investors. 

Section 8 repeals section 13b of the Federal Reserve Act and pro- 
vides that future repayments of loans made under that section, as 
well as amounts available for such loans but not yet used, shall be 
covered into the Treasury as miscellaneous receipts. 

Representative Talle (Republican, Iowa), ranking minority member 
of the Banking and Currency Committee of the House of Representa- 
tives, introduced H. R. 11576, to provide financial assistance to small- 
business concerns through private (local) or State development credit 
corporations; to establish small-business investment associations; to 
make equity-type capital available through funds provided by the 
Small Business Administration, and for other purposes. 

A sectional analysis of H. R. 11576 is as follows: 

Title I—Title, policy, purpose, and definitions 

Section 101.—The act will be cited as the Small Business Capital 
Act of 1958. 

Section 102.—The policy of Congress is to provide small business 
with a source of equity « capital; and to insure maximum participation 
of private financing. 

Section 103.—Congress finds that small business needs equity 
capital; that private and State development corporations are in need 
of financial assistance; and, the purpose of this act is to provide the 
same. 

Section 104.—Defines State, Small Business Act, Administrator, 
and Administration. 


Title I[I—Authorization for funds 

Section 201.—The limit of the revolving fund is raised by $220 
million; from $530 million to $750 million. The amount available for 
SBA business loans, loans to development corporations, and loans to 
investment associations, is $525 million. ($125 million remains 
available for catastrophe loans and $100 million for procurement 
contracts and subletting.) 


Title II1I—Secured loans to private (local) or State development credit 
corporations 
Section 301.—SBA is empowered to make direct or participation 
loans to private or State development credit corporations, to assist 
small-business concerns in plant construction or expansion, including 
the acquisition of land. Such power is limited as follows: 

Assistance must not be otherwise available and the loans must be 
secured, It must be shown that a participation is not available and 
an immediate participation cannot be taken unless a deferred is not 
available. In deferred participations, SBA’s participation cannot 
exceed 90 percent of the loan balance at disbursement. 

A loan cannot: cause a transfer or relocation of an industry which 
effects a significant reduction in employment in any other area; or 
provide a local subsidy to encourage any relocation; or assist any 
relocation which is not for a sound business purpose. 
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The proceeds of each loan must be used to assist an identifiable 
= “all business concern and for a sound business purpose. 

The limit for each loan to each identifiable small-business concern, 
is $250,000. 

The borrower (the development corporation) must meet criteria 
established by SBA, including the extent of participation or paid-in 
capital to be used in each instance. 

6. Loans, including extension or renewals may be made for 10 years 
except that the loan may have a maturity of 10 years plus an addi- 
tional period to complete such construction, provided that SBA may 
extend the maturity of or renew a loan beyond the period stated for 
additional periods not to exceed 10 years if it aids liquidation. Interest 
cannot exceed 6 percent. 


Title IV—Loans to State development credit corporations evidenced by 
debentures 


Section 401.—SBA can make debenture loans to State development 
credit corporations, subject to the following limitations: 

1. Proceeds of loans must be used to assist small business concerns, 
in accordance with regulations of SBA. 

2. A loan cannot cause, directly or indirectly, a transfer or reloca- 
tion of an industry which effects a significant reduction in employment 
in any other area; or provide a local subsidy to encourage any reloca- 
tion; or assist a relocation not for a sound business purpose. 

3. Loans, including extensions or renewals, can be made for 10 
years plus additional time to complete construction, provided that 
SBA may extend the maturity or renew beyond the period stated for 
additional periods not exceeding 10 years if it aids liquidation. 
Interest cannot exceed 6 percent. 

4. Funds borrowed by the development corporation from all 
sources, including SBA loans, cannot exceed four times the paid-in 
capital and surplus of such corporation. 

5. SBA loans to each development corporation cannot exceed the 
total of amount borrowed by the corporation from all other sources. 

6. SBA funds must be given the highest priority given any other 
funds borrowed by the development corporation. 


Title V—Loans to small business investment associations established to 
make equity-type financing available to small business concerns 
Section 501—SBA can make debenture loans to small business 
investment associations, chartered under State law or (in the absence 
of State authority) by SBA, which are established to provide funds 
for small-business concerns upon the following conditions’ 
The qualifications and activities of the associations must meet 
criteria established by SBA which will include: 

(a) A minimum paid-in capital of $100,000. 

(6) A minimum of 10 shareholders. 

( Approval of the chatter by SBA; and financial reporting, 
auditing, and examination, as required by SBA. 

(d) The association must be authorized to advance funds to 
small-business concerns only through loans evidenced by con- 
vertible debentures; convertible, at the option of the association 
or a holder in due course, into stock of the concern at sound book 
value determined when the debenture is issued. 








PROBLEMS OF SMALL-BUSINESS FINANCING 


(e) The association can invest only in small-business concerns 
with the criteria established by SBA. The maximum investment 
cannot exceed 20 percent of the association’s paid-in capital and 
surplus, or $250,000, whichever is less. 

(f) The investment of an association in stock of small-business 
concerns cannot exceed the total of the association’s paid-in 
capital and surplus. 

(g) The association must require each small-business concern 
borrowing funds from the association which were provided by 
SBA, to purchase stock of the association equal to 5 percent of 
the association loan. 

2. The purchase of debentures of investment associations by SBA 
shall be subject to the following requirements: 

(a) The total debentures owned by SBA at any one time in 
any one investment association cannot exceed two times the 
paid-in capital and surplus of the association. 

(6) Loans can be amortized or unamortized; bear interest not 
in excess of 6 percent; and can mature up to 10 years, provided 
that SBA can extend or renew for additional periods not in excess 
of 10 years if it aids liquidation. 

(c) SBA must maintain separate accounting for funds used in 
connection with this subsection. 

3. A loan cannot cause a transfer or relocation of an industry which 
effects a significant reduction in employment in any other area; or 
provides a local subsidy to encourage relocation; or where the reloca- 
tion is not for a sound business purpose. 

4. An association cannot assist a small-business concern if the 
assistance is otherwise available from private sources. 

Title VI.—Chartering of a small-business investment association by SBA 

Section 601.—SBA can charter a small business investment asso- 
ciation to operate under this act. Not less than 10 persons must 
subscribe the articles of incorporation. 

SBA approves the articles and issues a permit to begin business. 
Title VII.— Exemption from Securities and Trust Indenture Acts 

Section 701.—Securities issued by private (local) State development 
credit corporations, securities issued by a small business investment 
association, and securities issued by small-business concerns may be 
exempt by SEC from the Securities Act of 1933 and the Trust Inden- 
ture Act of 1939, or issued under special regulations, if SEC finds that 
enforcement of the Securities and Indenture Acts is not necessary in 
the public interest and for the protection of investors. 


Title VIII.—Amendments to Internal Revenue Code of 1954 


Section 801.—Any individual or corporation is allowed an ordinary 
(rather than capital) loss derived from a sale or exchange of stock in 
a small business investment association as described in title V above. 
Also, a small business investment association receives an ordinary 
loss on convertible debentures (including stock received pursuant to 
the conversion privilege) acquired pursuant to title Vabove. Further, 
a dividends received deduction equal to 100 percent (rather than 85 
percent) of dividends received by a small business investment associa- 
tion, is allowed. 
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Title 1X.—Repeal of section 13b of the Federal Reserve Act 

Section 901.—Repeals section 13b of the Federal Reserve Act under 
which the Federal Reserve banks were authorized to make working 
capital loans to small business concerns. Provision is made for trans- 
ferring section 13b funds to the Treasury. 

On April 28, 1958, Hon. Brent Spence (Democrat, of Kentucky), 
chairman of the House Banking and Currency Committee, introduced 
H. R. 12182 to provide equity capital and long-term loans for small 
business. He described it as a measure to “halt the drift toward 
depression.”’ By the time he introduced H. R. 12182, the House 
Banking and Currency Committee had before it for consideration the 
House bills heretofore noted in this chapter of the report and had 
held extensive hearings regarding economic distress in various areas 
of the country. In that “connection that committee had received 
considerable testimony regarding financing problems of small business. 
Therefore, when he introduced his bill, Representative Spence said: 


Testimony before the House Committee on Banking 
and Currency and other committees of the House and 
Senate has demonstrated that small firms cannot find ade- 
quate venture capital and long-term credit in the existing 
private capital markets, which are geared largely to the 
needs of big firms. My bill would help fill this gap and 
spark a revival of small business by establishing a system 
of federally chartered small-business investment companies. 

I agree with former President Truman that we must 
find ways to restore an expanding economy, particularly 
in the hardest-hit segments of our economy, such as small 
business. 


He pointed out that H. R. 12182 is similar to S. 3651, as originally 
introduced in the Senate by Senator Johnson, except that it— 


* * * differs in that it vest complete responsibility for the 
success or failure of the program— 


in the head of the Small Business Investment Administration which 
would be the administering ~ ney. 

As originally introduced, S. 3651 would have divided the respon- 
sibility for policy in nap capital available to small-business con- 
cerns between the new Administrator of the Small Business Invest- 
ment Association and a four-man policy board on which he would 
serve together with the Se cretary of the Treasury, Secretary of Com- 


merce, and the present Small Business Administrator. On that point 
Representative Spence said: 


If this new program is to work, I feel we must give the 
new Administrator the authority to do the job and hold 
him responsible for getting it done. I do not think we can 
expect vigorous action from an Administrator who must con- 
sult 3 other offic ‘ials, and convince 2 of them he is right 
before he acts. I strongly doubt the wisdom of giving the 
Secretary of the Treasury and the Secretary of Commerce a 
veto pow er over this new experiment. 

The Committee on Banking and Currency will give careful 
consideration to these and other bills on this subject in the 
course of its hearings on legislation to relieve unemployment. 
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As chairman of the committee, I will make every effort to 
secure prompt and favorable action on this much-needed 
legislation. 


A sectional analysis of H. R. 12182 is as follows: 
Title I—Short title, statement of purpose, and definitions 

Section 101.—The act is cited as the Small Business Investment 
Administration Act of 1958. 

Section 102.—The policy of Congress is to establish a program to 
stimulate and silane nt the flow of private equity capital and long- 


term loan funds to small business concerns. 

Section 103.—Defines various terms used in the act. 
Title II—Small ee ss Investment Administration 

Section 201.—-Creates an agency of the Federal Government to be 
known as the Small Business Investment Administration. 

Section 202.—The management of the SBIA is vested in an Admin- 
istrator appointed by the President with the advice and consent of 
the Senate. His salary is set at $20,000 a year. 

Section 203.—Enumerates the general powers of the Administrator 
(such as the hiring of employees, availing himself of the service and 
facilities of other agencies and departments of the Government, and 
the acquiring and disposal of property in connection with carrying out 
the functions of this act). 

Section 204.—Provides for the deposit of funds by the SBIA, and its 
contributions to the civil service retirement and disability fund. 

Section 205.—To finance its activities, as set forth in section 206, 
the SBIA is authorized to issue obligations to the Secretary of the 
Treasury in an amount not exceeding $250 million outstanding. 
During the first year after enactment, the SBIA may not have such 
obligations outstanding in excess of $50 million, and during the second 
year it shall not have obligations outstanding in excess of $150 million. 
Such funds and proceeds therefrom shall constitute a revolving fund. 
Interest rate paid to the Treasury shall be not more than the current 
average yield on United States obligations of comparable maturities. 

Funds necessary to carry out the administrative operations of the 
SBIA will be appropriated by the Congress. 

Section 206.—The revolving fund of ‘the SBIA may be used to— 

(1) Invest in small business investment companies; 
(2) Make loans to small business investment companies; and 
(3) Make loans to State and local development companies. 


Title ITI—Small-business investment companies 


Section 301.—Small-business investment companies may be formed 
by five or more persons subject to the approval of the SBIA. Enu- 
merated are such powers as are necessary to carry on the business for 
which the company is established. 

Section 302.—A small-business investment company must have 
$500,000 paid-in capital and surplus before it may commence business. 
The SBIA is authorized to invest a maximum of $250,000 in any such 
company. Shares of stock in such companies may also be purchased 
by member banks of the Federal Reserve System, “nonmember banks, 
insurance companies, financial institutions, corporations, partner- 
ships, and other persons. A member bank or an insured nonmember 
bank, however, may hold stock in such companies only in an aggregate 
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amount of 1 percent of such bank’s capital and surplus. The aggre- 
gate amount of stock in such companies which may be held by any 
stockholder may be limited by the SBIA. 

Section 803.—Directs SBIA to fix standards of eligibility for small- 
business concerns for assistance under the act, after giving considera- 
tion to the need to promote development and growth of small busi- 
nesses, their capital needs, the need for maximum participation by 
private lenders and investors, and the need to supplement the existing 
private capital facilities. 

Section 304.—Small-business investment companies may borrow 
money and issue obligations subject to limitations and regulations of 
the SBIA. The SBIA is authorized to lend money to such companies 
upon such terms and at such interest rate as determined by the SBIA. 
The SBIA may not have loans outstanding at any one time to any 
one company in an amount exceeding 50 percent of the paid-in capital 
and surplus of such company. 

Section 805.—Small-business investment companies are authorized 
to provide equity capital to eligible small-business concerns through 
the purchase of convertible debenture bonds. Such bonds shall bear 
such interest and contain such other terms as the company may fix 
with the approval of the SBIA. Before any equity capital is provided 
to a small-business concern under this section, the investment com- 
pany may require such concern to (1) refinance any or all of its out- 
standing debt so the investment company is the only holder of 
evidence of indebtedness of such concern, and (2) agree not to there- 
after incur any debts without the approval of the investment company 
except as provided in SBIA regulations. When a small-business 
concern obtains equity capital under this section, it is required to 
purchase stock in the investment company in an amount ranging 
from 2 to 5 percent of the funds it obtains; the amount of such stock 
purchase to be set by the SBIA. 

Section 306.—Small-business investment companies are authorized 
to make long-term loans to eligible small-business concerns. The 
maximum rate of interest on such loans is to be determined by the 
SBIA, and maximum maturity is set at 30 years with the investment 
company having the right to extend the maturity of any loan another 
10 years if it deems suc ch extension advisable to or derly liquidation of 
the loan. Such loans may be made directly or in cooperation with 
other lending institutions through agreements to participate on an 
immediate or deferred basis. 

Section 307.—Without the approval of the SBLA, no small-business 
investment company can have more than one-third of its combined 
capital and surplus in loans and investments of a single small-business 
concern at one time. 

Section 308.—Securities issued by small-business investment com- 
panies may be exempt by the SEC from the Securities Act of 1933 
and the Trust Indenture Act of 1939, or issued under special regula- 
tions, if the SEC finds that enforcement of these two acts is not 
necessary in the public interest and for the protection of investors. 

Section 309.—Any individual or corporation is allowed an ordinary 
(rather than capital) loss derived from a sale or exchange of stock in 
a small-business investment company. Also, a small-business invest- 
ment company receives an ordinary loss on convertible debentures 
(including stock received pursuant to the conversion privilege) ac- 
quired pursuant to section 404 above. Further, a dividend received 
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deduction equal to 100 percent (rather than 85 percent) of dividends 


th 
received by a small-business investment company is allowed. lo 
Section 310—Contains miscellaneous provisions concerning the th 
operations of small-business investment companies and the regulation vi 
of them by the SBIA. ni 
Title IV—Conversion of State chartered investment companies Si 
Section 401.—State chartered investment companies may, upon the A 
vote of the majority of stockholders, be converted into a small-business a} 
investment company with the approval of the SBIA. a 
ae as ; ir 
Title V—State and local development companies o! 
Section 501.—The SBIA is authorized to make loans to State and | it 
local development companies with the stipulation that such funds are t] 
to be used by such companies to supply equity capital to small-busi- 
ness concerns. Such loans by the SBIA are to be in exchange for 
obligations of the development companies on such terms and at an 
interest rate set by the SBIA. The SBIA loans outstanding at any 
one time to any one development company cannot exceed 50 percent 
of a company’s paid-in capital and surplus. 
Title VI—Changes in Federal Reserve authority 
Section 601.—Section 13b of the Federal Reserve Act (which pro- 
vides that Federal Reserve banks may make working capital loans to 
business concerns) is repealed 1 year after enactment of this act. A | 
savings provision protects transactions being carried out. 
Section 602.—Section 13b funds are to be returned by the Federal c 
Reserve banks to the Treasury. § 
Section 603.—Small-business investment companies are authorized r 
to purchase from any Federal Reserve bank the assets acquired by 
such bank under section 13b of the Federal Reserve Act. 
Title VII—Criminal povisions 
Sections 701—705.—Make it a crime for an officer, director, agent, or 
employee of a small-business investment company to (a) make any 
loans to an examiner of such company, (5) receive a fee, gift, or com- ] 
mission for any transaction by the company which is not authorized . 


in this act, (c) embezzle or willfully misapply any funds or securities 
belonging to such company, and (d) make a false entry or report or 
to make an unauthorized transaction. 

It is a crime for an examiner of a small-business investment com- 
pany to receive a loan from such company. 

It is a crime for anyone to knowingly make any false statement or 
report or to willfully overvalue any property or securities for the pur- 
pose of influencing the action of a small-business investment company. 

It should be noted that the Senate in passing a revised and amended 
S. 3651 on June 9, 1958, did not provide for the establishment of a 
new agency as provided for in H. R. 12182, but instead provided for 
the establishment of a new division inside the Small Business Adminis- 
tration to be known as the Division of Small Business Investment 
Administration. In that posture the activities of the newly estab- 
lished division would be subject to lending policies established by the 
Loan Policy Board of the Small Business Administration. That 
Policy Board, as presently constituted, consists of the Secretary of the 
Treasury, the Secretary of Commerce, ‘and the present Small Business 
Administrator. An important amendment was made to S. 3651 on 
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the floor of the Senate. It was to reduce the maturity of long-term 
loans from 30 years to a limit of 20 years.*® S. 3651 was amended on 
the floor of the Senate in another important respect when the pro- 
vision for the appointment of a Deputy Administrator to head the 
new Division of Small Business Investment Administration in the 
Small Business Administration was changed to provide for the SBA 
Administrator to appoint the Head of the Division instead of the 
appointment being made by the President of the United States by 
and with the consent of the Senate.” Also, the tax provision appear- 
ing in section 308 (a) and (b) of S. 3651 was withdrawn upon the basis 
of an agreement by the Committee on Banking and Currency after 
it had been made the subject of a point of order.” In that connection 
the chairman of the Senate Banking and Currency Committee stated: 


The House could take the Senate bill and include the pro- 
vision, or the House could originate the bill. A bill compa- 
rable to this is already before the House. It is a House bill. 
But what I meant was that the provision would originate in 
the House. 

However, I do not think the provision is in violation of 
the Constitution as it appears in the bill now before the 
Senate. I do not admit that it is. It is for entirely different 
reasons that I do not object at this time to the withdrawal 
of this provision from the bill. 


At this time S. 3651, as passed by the Senate June 9, 1958, and all 
of the House bills above listed are before the Committee on Banking 
and Currency of the House of Representatives for consideration and 
report. 

VI. ConcLusions 


FINANCIAL NEEDS OF SMALL BUSINESS 


1. Financial needs of small business can be divided into short- 
term credit, which is credit required for period of less than 1 year; 
long-term credit which is credit required for periods in excess of 1 
year; and equity financing which is permanent investment capital. 

2. Short-term credit is not as much of a problem as long-term 
financing. About two-thirds of small firms are in retail trade and 
service eer In these lines working capital needs, some of 
which are of a seasonal nature, are apparently fairly adequately, 
even though a nsively, taken care of by commercial banks, business 
suppliers, and specialized financial institutions, such as sales and 
finance companies. An additional fifth of small business is accounted 
for by wholesale trade and construction, where the short- and medium- 
term credit facilities of existing institutions do not present the prob- 
lem in long-term financing. 

Although the largest segment of small business, retail trade, 
needs mainly short-term credit, most of the unsatisfied demand of 
small business in general is for long-term loans, equity, or equity- 
type capital. This demand arises from firms that are able and willing 
to grow. It is usually the small business with ambition to grow, and 
to grow rapidly, that is most aggressively seeking additiona funds. 

255 Daily Congressional Record, June 9, 1958, p. 9436. 


286 Id., pp. 9442-0443. 
287 Td., p. 9456. 
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4. Although the core of the small business financing problem seems 
to be in the manufacturing area, small firms in some segments of the 
service industries, as well as the mining, construction, and trade 
fields, have financing problems. The unsatisfied demands ‘that appear 
to have greatest economic justification are mostly those of new firms 
or concerns with new lines or processes. Such firms need working 

capital as well as funds to finance plant and major equipment installa 
tions. This need is for long-term credit or equity capital. 

The major needs of small businesses for long-term loans or equity 
financing are to provide venture capital at the inception of a new 
business; capital for growth of the established small business which 
includes expansion needs and survival or maintenance of market 
position; and funds for continuity of the business or transference of 
ownership, sometimes necessitated by death of one partner or part 
owner and sometimes by estate tax problems. 

6. Many small businesses are in the short-term capital market 
because of the inadequacy of long-term capital. A small business 
operator on friendly terms with his banker may actually borrow on a 
short-term basis with both himself and the banker knowing that he 
intends to renew the loan at maturity. Thus a series of renewals of 
short-term loans is in reality a long-term loan. The banker enters 
into this relationship to help the small-business operator until he can 
establish long-term credit while the businessman himself is forced 
into the short-term credit arrangement as being the only means of 

securing capital. Should long-term capital be made available to small 
business in greater amounts, additional short-term capital would be 
freed to satisfy the unsatisfied demand for short-term capital. 

If a dynamic small-business community is to be maintained, 
equity and long-term financing facilities must be provided to permit 
small business to grow. Therefore, the balance of this summary 
will deal with equity and long-term debt financing. 


SOURCES OF EQUITY AND LONG-TERM DEBT FINANCING 


1. Sources of capital for business growth are retained earnings, 
debt, and equity financing. Because of the tax structure and the 
decreasing value of the dollar, the extent of growth from retained 
earnings is severely limited. 

2. Long-term debt and equity financing of small businesses by the 
major financial intermediaries such as banks, insurance companies, 
large institutional investors, small investment funds, personal trust 
funds, and pension funds is negligible because these financial inter- 
mediaries seek seasoned securities in large blocks with active national 
markets. ‘There is no incentive to seek out riskier investments or to 
invest in small amounts in small concerns. 

3. Current business-loan programs, centered on the Small Business 
Administration, but also involving the Veterans’ Administration, are 
essentially limited to the provision of intermediate-term credit for 
working-capital purposes. They do not provide equity financing. 
Government financing of small business has not been large. At the 
end of 1957, the combined loan and commitment total for SBA and 
VA was equivalent to less than 4 percent of small-business loans 
actually outstanding at member banks a few months earlier. 
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4. The lending activities of development credit corporations created 
in recent years has, likewise, been small. At the end of 1957, it was 
about 2 percent of small-business loans of commercial banks in the 
States in which development credit corporations were active. 

When the small-business operator is able to obtain a loan, he 
pays a much higher rate of interest than his large-business counterpart. 

. Equity capital is provided through the public sale of securities in 
thes ‘capital market and through private sale. When small security 
issues are offered, the cost of flotation is considerably greater than for 
large issues. 

From the standpoint of private sale of securities by the small- 
business operator, even if he has access to private investors, he is 
limited to a relatively small number of investors who may be willing 
to provide capital only at a relatively high cost or who do not have 
sufficient knowledge to judge the prospects of the firm, in particular 
when the concern is new. 

8. Small firms have obtained equity funds mainly through per- 
sonal, informal contacts. Personal sources make for an uneven 
distribution of available equity funds with the result that among 
firms with equally valid claims to additional resources, some may 
obtain them and others not. 

9. Wealthy men, as individuals, as partners in investment banking 
houses, or as corporate officers, are the backbone of the venture- 
capital market for small business. 


NEED FOR GOVERNMENT ASSISTANCE 


A properly functioning economic system should allocate finan- 
cial resources according to the potential profitability of their use, 
without regard to the size of the receiving unit. Since the Govern- 
ment controls the financial mechanism of our economy, it becomes 
the responsibility of public policy to keep the process of allocation of 
financial resources from being disturbed or distorted by imperfections 
in the financial mechanism. 

2. Provision for anticipated and realized losses is an important 
expense item in the operating results of Government credit programs. 
This risk element in a borrowing clientele previously denied credit by 
private lenders is a major deterrent to any private program. Many 
innovations in private lending practices to small business have come 
through the leadership of Government and following direct-lending 
programs by Government agencies. Unless private capital can lead 
the way, it is up to the Government to lead and experiment in provid- 
ing adequate sources of equity and long-term debt capital to small 
business. 

The program should be set up to encourage the development of 
private institutions to take over the financing program once the 
Government has led the way and established the program. 

4. Emphasis should be placed on security for the loan, including 
insurance on the life of the small-business operator where practic al, 
and maximum investment by the small-business operator to the 
reasonable extent of his ability. 

The procedure of loan processing should involve intelligent 
planning on the part of the small-business operator and counseling on 
business planning and management by the administrators of the 
program. 
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6. Loans evidenced by debenture bonds under any program should 
be considered partly equity and partly loaned funds. There is a very 
narrow line between equity and loaned funds when the collateral is 
insufficient to cover the loan in the event of a mistake in business 
judgment. In effect, long-term debt many times substitutes for 
capital deficiency. The successes wherein the equity portion of 
successful ventures would yield high returns would be required to 
offset the loans or equity capital furnished to ventures which turned 
out unsuce essfully. 

There should be flexibility in the administration of the program, 
iaiiniatondien not by a set of rigid rules or formulas applicable to 
all business regardless of type, but. rather administration on the basis 
of intent of the program which is to lead the way for the channeling 
of private funds into long-term debt and equity financing for the 
small-business community. 

8. The program should provide for and encourage immediate 
participation by private individuals including dissemination to 
potential investors of the functioning of the program, its purposes, 
and investment opportunities. Through the program the Government 
could encourage private capital such as the many small investment 
clubs in local communities to invest in local small businesses in need 
of financing for the mutual benefit of both. 


SUMMARY 


1. The committee concludes and finds there is a gap in the existing 
structure of financing institutions, which lies in the areas of long-term 
debt and equity capital for small business. The result is that small- 
business concerns are faced with a real difficulty in obtaining on any 
reasonable terms the volume of long-term loans and equity capital 
required for adequate growth and development. 

2. Where the existing structure of financing institutions provides 
long-term debt and equity capital for small business, small-business 
concerns are under handicaps and at disadvantages when compared 
to the financing of larger concerns. This is true because— 

(a) Small concerns are required to provide gilt-edged securities 
in the form of mortgage bonds in order to secure long-term 
financing, while larger concerns are required, as a rule, to provide 
only unsecured debenture bonds; and 

(6) The smaller concerns usually are required to pay substan- 
tially higher interest rates on borrowed money than the larger 
concerns are required to pay. 

Federal Government leadership is required in authorizing, pro- 
moting and assisting in the establishment of new facilities to provide 
long-term loans and equity capital for small business. It is only 
through such leadership and action that facilities for financing small 
business can hope to succeed in building a national market with public 
acceptance and purchase of securities based, in turn, upon the securi- 
ties provided by individual small-business concerns for needed capital. 


VII. RecoMMENDATIONS 


The committee recommends that legislation be enacted promptly 
which would provide for Federal Government leadership in authorizing, 
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promoting, and assisting in the establishment of new facilities (for 
example, small business investment associations) to provide long-term 
loans and equity capital for small business. It 1s further recom- 
mended 

(1) That the establishment of such new facilities should 
provide for a national market including public acceptance and 
purchase of debenture bonds in exchange for the capital needed 
in providing long-term and equity capital for small business; 

(2) That the “legislation should provide for ultimate private 
ownership of the newly established facilities even though some 
financing by the Federal Government is required initially; 

(3) That the policymaking powers regarding the financing of 
small business be placed in the hands of officials not in a position 
to exercise Cabinet control over it; and 

(4) That the legislation should provide to the greatest extent, 
consistent with good management, for removing from Washington 
and Federal Government bureaucracy to the ‘‘grassroots” and 
into the hands of small-business men the power of decision regard- 
ing the financing of any specific business enterprise. 


O 
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AMENDING THE UNITED STATES CODE RELATING TO 
THE PLACE OF PROSECUTION OF CERTAIN INCOME- 
TAX OFFENSES 


JUNE 17, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Forrester, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 8252] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 8252) to amend section 3237 of title 18 of the United State- 
Code to define the place at which certain offenses against the incomes 
tax laws take place, having considered the same, report favorable 
thereon with an amendment and recommend that the bill do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and substitute in lieu thereof 
the following: 

That section 3237 of title 18 of the United States Code is amended by inserting 
‘*(a)” immediately before ‘‘Except’’, and by adding at the end thereof the following: 

(b) Notwithstanding subsection (a), where an offense involves use of the mails 
and is an offense described in section 7201 or 7206 (1), (2), or (5) of the Internal 
Revenue Code of 1954 (whether or not the offense is also described in another 
provision of law), and prosecution is begun in a judicial district other than the 
judicial district in which the defendant resides, he may upon motion filed in the 
district in which the prosecution is begun, elect to be tried in the district in which 
he was residing at the time the alleged offense was committed, provided, that the 
motion is filed within 20 days after arraignment of the defendant upon indictment 
or information. 


PURPOSE 


As reported, this bill will permit a defendant in certain criminal 
prosecutions involving offenses against the Internal Revenue Code, 
to remove his trial to the district in which he was residing at the time 
the alleged offense was committed. The offenses covered are the 
use of the mails to commit acts described in sections 7201 of the 
Internal Revenue Code, relating to attempts to evade or defeat the 
internal revenue laws, and 7206 (1), (2), and (5), relating to fraud and 
false statements. 


20006 


2 PLACE OF PROSECUTION OF CERTAIN INCOME-TAX OFFENSES 
NEED 


Testimony before a subcommittee of the Committee on the Judiciary 
revealed that under current procedures, defendants in certain tax- 
evasion and tax-fraud cases are often prosecuted in a judicial district 
substantially distant from the district in which they reside. This 
causes a heavy burden upon them which is more appropriately and 
more easily borne by the prosecution. 


cOsT 


Additional cost to the Government, if any, would be inconsequential. 


DEPARTMENT RECOMMENDATIONS 


The Department of Justice and the Treasury Department recom- 
mended against the enactment of the bill as introduced. The views 
of both departments are included in this report. The committee 
believes, however, that amendments by the committee have remedied 
those objections which the committee deemed meritorious. 

The objections of the Department of Justice were two: 

(1) That, “wherever feasible,’ prosecutions are now being brought 
in the defendants’ home districts; and 

(2) That under present law the courts may transfer venue where it 
is in the interest of justice. 

The committee is of the opinion that too frequently prosecutions 
are not brought in the defendants’ home districts but rather in the 
district most convenient to the district director of internal revenue. 
Often that district may be a considerable distance from the defend- 
ant’s home. The cost and inconvenience to the defendant may be 
substantial, especially in the case of an extended trial. The addi- 
tional expense to the defendant of living away from home, the problem 
of getting his local attorneys to leave their offices and practices for 
several days or weeks and the increased cost incurred thereby, the 
inconvenience to witnesses, these are all factors which the committee 
believes place a heavy burden upon the defendant which can be 
better borne by the Government. 

The committee believes, further, that in the type of case covered 
by this bill, the acts for which the defendant is really being tried are 
generally committed in the district in which he resides and certainly 
bear little or no relationship to the place where his tax return is 
received. Therefore, the committee is of the view that the defendant 
should have the right to be tried in the district in which he resided 
at the time the alleged offense was committed, if he so chooses, and 
that this should not be a matter of discretion. 

The objections of the Treasury Department were largely predicated 
upon the original bill, which provided that cases encompassed by 
the bill must be tried in the district in which the defendant resided 
at the time of the alleged offense. The Treasury Department ob- 
jected that establishing the defendant’s residence at the time the 
alleged offense was committed as well as establishing whether a 
criminal act had been committed in that district would present serious 
difficulties. In addition, the Department raised the issue that having 
to bring a prosecution in the district in which the defendant resided 
at the time of the alleged offense, even though an unlawful act had 
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not been committed there, would raise the constitutional question 
of violation of the defendant’s right under article III, section 2, 
clause 2, and the sixth amendment, to a trial in the State ‘and district 
in which the crime had been committed. The committee believes 
that the amended bill which requires transfer of the trial only upon 
motion of the defendant satisfies both the prosecutive and the con- 
stitutional objections raised by the Treasury Department. 

In order to prevent dilatory transfers by defendants the reported 
bill requires that the motion to transfer be filed within 20 days after 
arraignment. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Representa- 
tives, there is printed below in roman existing law in which no change 
is proposed, with matter proposed to be stricken out enclosed in black 
brackets, and new matter proposed to be added shown in italies: 


Tirte 18, Unirep Sratres Cope 


§ 3237. Offenses begun in one district and completed in another. 

(a) Except as otherwise expressly provided by enactment of Con- 
gress, any offense against the United States begun in one district and 
completed in another, or committed in more than one district, may be 
inquired of and prosecuted in any district in which such offense was 
begun, continued, or completed. 

Any offense involving the use of the mails, or transportation im 
interstate or foreign commerce, is a continuing offense and, except as 
otherwise expressly provided by enactment of Congress, may be 
inquired of and prosecuted in any district from, through, or into which 
such commerce or mail matter moves. 

(6) Notwithstanding subsection (a), where an offense involves use of 
. mails and is an offense described in section 7201 or 7206 (1), (2), or 

) of the Internal Revenue Code of 1954 (whether or not the offense is 
a described in another provision of law), per prosec ution is bequn in a 
judicial district other than the judicial district in which the defendant 
resides, he may upon motion filed in the district in which the prosecution 
is begun, elect to be tried in the district in which he was residing at the 
time the alleged offense was committed: Provided, That the motion is 
filed within 20 days after arraignment of the defendant upon indictment 
or information. 
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CONSIDERATION OF H. R. 6641 


JUNE 17, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Trimsue, from the Committee on Rules, submitted the following 
» a ry 
REPOR' 
(To accompany H. Res. 594] 


The Committee on Rules, having had under consideration House 
Resolution 594, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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2d Session lo. 1892 


CONSIDERATION OF H. R. 10378 
JUNE 17, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Tuornserry, from the Committee on Rules, submitted the 
following 


REPORT 
{To accompany H. Res. 595] 


The Committee on Rules, having had under consideration House 
Resolution 595, report the same to the House with the recommenda- 


tion that the resolution do pass. 
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2d Session No. 1893 


CONSIDERATION OF H. R. 12716 
JuNE 17, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Trims_p, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res, 596] 


The Committee on Rules, having had under consideration House 
Resolution 596, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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85TH Conaress HOUSE OF REPRESENTATIVES Report 
ad Session No. 1894 


RIVER AND HARBOR, BEACH EROSION CONTROL, AND 
FLOOD CONTROL PROJECTS, 1958 


JUNE 17, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 12955] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 12955) authorizing the construction, repair, and preservation 
of certain public works on rivers and harbors for navigation, flood 
control, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

EXPLANATION OF BILL 


H. R. 12955 is an omnibus river and harbor and flood-control bill 
similar to those which have been enacted at intervals of 2 to 4 years, 
to provide for the authorization of projects for navigation, beach 

erosion control, flood control, and related purposes. 

The bill is divided into three parts. ‘Title I covers river and harbor 
works, which include navigation projects, projects for the control of 
beach erosion, and authorizations for navigation and beach erosion 
surveys and studies to be carried out by “the Cor ps of Engineers. 
Title II covers flood- cuistan projects, including comprehensive basin 
plans and projects for multiple-purpose use. This title also includes 
authorizations for studies and surveys by the Corps of Engineers on 
flood control and related projects. Title III is for water supply and 
provides general authority for the Corps of Engineers and the Bureau 
of Reclamation to include provisions for water supply storage in 
projects under their jurisdictions. This title is a modification of the 
authorization contained in section 205 of title II of an earlier version 
of this bill which was not enacted into law. A summary of the 
monetary amounts contained in the individual titles and sections is 
given in the table following this introductory material. 
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History or BiILu 


This bill has had an unusual history insofar as river and harbor and 
flood-control legislation is concerned. The original bill was H. R. 
12080, which was approved by the 84th Congress and vetoed by the 
President on August 10, 1956. A second version of the bill, S. 497, 
was introduced in the Ist session of the 85th Congress. It passed the 
Senate and was reported out by this committee in the closing days of 
the first session and did not reach the floor. This bill, S. 497, was 
approved by the House in March of 1958. After going through con- 
ference the bill was transmitted to the President, who again vetoed 
it on April 15, 1958. H. R. 12955, which the committee is now re- 
porting, is a revised version of the vetoed bill. The revised bill is 
based upon two premises. First, it is the understanding of the com- 
mittee that the executive branch is willing to withdraw its objections 
to a number of the projects and items in the bill which formed a part 
of the reason for the veto. Second, for the remaining projects or items 
in disagreement, the committee has attempted to modify them so as 
to meet completely what it understands to be the desires of the execu- 
tive branch, or failing complete modification, has attempted to reach 
a compromise on as many projects as possible and to the maximum 
extent it believes possible. 

The committee does not believe it necessary to enter into a detailed 
discussion of the differences of opinion between the executive and the 
legislative branches on this legislation. These matters have been 
argued and debated for 2 years and repetition would serve no useful 
purpose. However, for purposes of documentation the following ref- 
erences are given to the pertinent committee reports and other doc- 
uments. For the 1956 bill, H. R. 12080, the House committee report 
is House Report No. 2639 of the 84th Congress, 2d session, dated 
July 7, 1956. The report of the Senate committee on Public Works 
is Senate Report No. 2784 of the 84th Congress, 2d session, dated 
July 25, 1956. The conference report on that bill is House Report 
No. 2955 of the 84th Congress, 2d session, dated July 27, 1956. With 
respect to S. 497, the 1957-58 omnibus bill, the Senate report is No. 168 
of the 85th Congress, Ist session, dated March 25, 1957, and the 
report of the House Committee on Public Works is House Report 
No. 1122 of the 85th Congress, Ist session, dated August 13, 1957. 
The conference report on S. 497 is contained in House Report No. 
1588 of the 85th Congress, 2d session, dated March 31, 1958. The 
veto message on H. R. 12080, August 10, 1956, is printed and dis- 
cussed in House Report No. 1122 of the 85th Congress. The second 
veto, that of S. 497, the 1957-58 omnibus bill, is contained and dis- 
cussed in House Committee Print No. 16 of the Committee on Public 
Works, 85th Congress, 2d session. 

The minority members of the committee wish to point out that 
they are in general agreement with the bill as reported, with the 
following exceptions: 

The minority members believe that the installation of penstocks or 
other power facilities at Lone Rock Reservoir should not be made 
mandatory as contained in the bill but should be left to the discretion 
of the Chief of Engineers. 

With reference to the project for the Saline River and tributaries, 
Illinois, which is carried in the bill at an estimated Federal cost of 
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$5,917,000 minority members believe that this amount should be 
decreased to $5,272,000, which is the amount recommended by the 
Chief of Engineers. 

Witb the above exceptions, the minority feels that the authoriza- 
tions for other projects in controversy have been brought into sub- 
stantial conformity with the recommendations of the Chief of Engi- 
neers and the Bureau of the Budget and, in general, meet objections 
originally made in the minority report. 


Neep For BILL 


The very urgent need for this bill is obvious. This matter has 
been discussed in considerable detail in the committee reports pre- 
viously referred to, and every month that passes makes the situation 
more critical with respect to a number of urgent projects in the bill. 
In the case of six major river basins, the monetary authorization for 
appropriation has expired, and appropriations cannot be made for the 
coming fiscal year unless this bill is enacted into law. In some in- 
stances, contracts will have to be stopped and men actually thrown 
out of work because of the lack of authorization for the appropriation 
of funds which are included in the pending Public Works appropriation 
bill for fiscal year 1959. 

The committee wishes to point out that the executive branch and 
the Congress have made concessions on a substantial number of items 
previously in disagreement. 

The committee urges that this bill be approved by the Congress as 
soon as possible and signed by the President without further delay. 


SuMMARY TABLES AND DESCRIPTION OF PROJECTS 


Although most of the projects have been described in detail in 
earlier Senate or House committee reports on the previous bills, 
detailed descriptions are repeated in this report for convenience and 
so that they will be contained in one volume, with the necessary 
changes made where appropriate. Since the testimony received at 
committee hearings and the descriptions of the projects have been 
prepared over a period of more than 2 years, it will be noted that in 
some cases the term ‘“current’’ prices will refer to the year 1956; 
whereas in other cases they will refer to 1957 or, in a few cases, 
1958. A tabular summary of the entire bill is given following this 
section, after which there is a discussion of each of the sections un- 
der the respective titles of the bill. Preceding the sections which 
contain the detailed project descriptions of the navigation, beach 
erosion, and flood-control projects, there are tabulations of the proj- 
ects in those respective sections. For convenience, an alphabetical 
index is contained in the front of this report. 





RIVER AND HARBOR, BEACH EROSION CONTROL, 
AND FLOOD CONTROL PROJECTS 


SUMMARY OF BILL 


Title I. Rivers and harbors: 
Sec. 101: 
Navigation projects ta ete a ke ee ee ee $173, 814, 000 
Beach-erosion projects otis isdhindna on en viet cepaca aE eI 11, 627, 700 
Sec. 104: Eradication of water hyacinths. __.__.......-.-- 4, 725, 000 
Bee. 108: Uninet rie ihiver. Wiis oo. 2 oe ee 300, 000 
Sec. 109: Calumet-Sag project, Illinois ‘ineliebvabnthna 9, 884, 000 
See. 110: Illinois and Mississippi Canal ‘ : ae 2, 000, 000 


Total, title I___- ‘ etcas 202, 350, 700 
Title II. Flood control: ; 


sec. 203: 


New projects or project modifications ; 495, 095, 300 
Increased basin authorizations ; ; 608, 300, 000 

Sec. 204: Oroville Dam, Calif ; : 50, 000, 000 
Sec. 207: Missouri River Basin, Department of Interior 200, 000, 000 
Total, title I] .. 1, 353, 395, 300 
Grand total_- z 1, 555, 746, 000 


TITLE I—RIVERS AND HARBORS 
Following is an analysis, section by section, of title I: 
SECTION 101 


This section contains the major part of the project authorizations 
for navigation and beach erosion in titlel. The projects in section 101 
are shown in the following tabulation, with the estimated Federal 
costs for new work and the project document numbers, in the order in 
which they appear in the bill. 
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NAVIGATION 
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Project 


eo 5 nied ridin acusi i aiamain ee eel 
Oo 0 aia en sincticosantcinininihinginwen nana asain Ges Gane 
ne on od canna buen deeb aukwcninaeaene 
East Boat Basin, Cape Cod Canal, Mass 
amy me Harbor, Conn 
New York Harbor, N. Y 
Baltimore om and Channels, Md 
a oc coma nnkeadinnnndceuwnmnncnuesaasa wel 
Betterton Harbor. | | IOC See mnie rere ce ES” 
Delaware a aaeenea 
en ion arin conan gamh Admbas onan paises 
Morehead City Harbor, N poate 
Intracoastal Waterway, Jacksonville to Miami, WR sce en 
Port Everglades Harbor, Fla 
So wig ncnitin Snes nbnileon ancl Guna ieakamGaee 
Gulfport Harbor, Miss. -------- 
ase wane mouckei dane ements kuwmsc Awana nee 
Chefuncte River and Boque Falia, RE a delete a Sh ae See ee 
Pass Cavallo to Port Lavaca, Tex. ---- Sa ie Asal i teindelenc cial ae 
Galveston Harbor and Houston ehin hated $04 $5 5.653 cca 
Matagorda ship channel, Port Lavaca, Tex...........----------------- 
Port Aransas-Corpus Christi Waterway, WE Asn ee ne | foie a ee 
Port Aransas-Corpus Christi, La Quinta Channel, Tex 
Freeport Harbor, Tex. - - -- 
Mississippi River between Missouri River and Minneapolis, Minn., 
damage to levee districts. 
Mississippi River at Alton, I1l., commercial harbor----......----..-.--- 
Mississippi River at Alton, Ill., small-boat harbor--------- 
Mississippi River at Clinton, lowa, Beaver Slough 
Mississippi River at Clinton, Iowa, damages-- 
Mississippi River between St. Louis, Mo., and lock and dam No. 26... 
Mississippi River between the Missouri River and Minneapolis, 
Minn., St. Anthony Falls. 
Minnesota River, Minn----------- 
Vermilion Harbor, Ohio_ ‘ 
Ohio River at Gallipolis, Ohio... 
Licking River, Ky E 
a a a on sh arsine a ik main oie alain ieee 
Two Rivers Harbor, Wis--_--- 
Port Washington Harbor, Wis 
St. Joseph Harbor, Mich- - -- 
Old Channel of Rouge River, Mich 
Cleveland Harbor, Ohio 
a ua ieabcueneeecnas 
ees ds odd bcaansbsubauni tet anaassedcawaiels 
iE... ss acme gnhanbRneeae bana ememanieaalee 
Yaquina Bay and Harbor, Oreg 
I edie cinsdinadacnninabinknsbineeenieeadanaaane 
Port Townsend Harbor, Wash 
ETE LOE TOE 
Douglas and Juneau Harbors, Alaska..........................---.-.-- 
Dillingham Harbor, Alaska........................ 
0 ee ere 
Cook Inlet navigation improvements, Alaska.........-.....----.-..... 
a TINE Ie TI all Acie arate ieinsn sa ie pieecepisletip adie dele cometonie 


ee IORI Le DURE) no oie enema tawkaebeees 


BEACH EROSION 


State of Connecticut, area 9, East River to New Haven Harbor 
Connecticut shoreline 
ee eee see, Deeee Seem. IN. Y |. 6. wccccecceencuuncasanncausmmnae 
Atlantic coast of New Jersey, Sandy Hook to Barnegat Inlet 

Delaware Coast from Kitts Hummock to Fenwick Island, Del 


Mok 


Palm Beach County, from Lake Worth Inlet to South Lake Worth In- | 


let, Fla. 
Berrien County, Mich__..__- 
Manitowoc County, Wis , 
Fair Haven Beach State Park, N. Y 
Hamlin Beach State Park, N. Y 
Neen nn ne eet ell edice ieee 
Santa Cruz County, Calif__ 
a ee 
Waimea Beach and Hanapepe Bay, island of Kauai, T. H 


Total, beach erosion (14 projects) 





1H indicates House document; S indicates Senate document. 
2? Maintenance. 
3 No additional cost. 









, areas 8 and 11, Saugatuck River to Byram River_} 


Document No.! 


H. 377, 85th Cong... 
H. 31, 85th Cong-.--- 
H. 349, 84th Cong- -- 
H. 168, 85th Cong. -- 
H. 136, 85th Cong--- 
8. 45, 84th Cong...-- 
H. 86, 85th Cong---- 
H. 159, 84th Cong- -- 
H. 333, 84th Cong- -- 
H. 185, 85th Cong-- 
H. 287, 85th Cong. -- 
S. 54, 84th Cong-.--- 
H, 222, 85th Cong- 
H. 346, 85th Cong--- 
H., 75, 85th Cong---- 
8. 123, 84th Cong---- 
H. 82, 85th Cong---- 
S. 54, 85th Cong... -- 
H. 131, 84th Cong--- 
H. 350, 85th Cong. -- 
H. 388, 84th Cong. -- 
H. 361, 85th Cong-- 
8. 33, 85th Cong... 
H. 433, 84th Cong- 
H. 135, 84th Cong- 


H. 136, 84th Cong-__| 
H, 136, 84th Cong- 
H. 345, 84th Cong- 
H. 412, 84th Cong- 
8. 7, (85th Cong..-- 
H. 33 33, 85th Cong-- 


S. 144, 84th Cong-- 
H. 231, 85th Cong. 
H. 423, 84th Cong. 
H. 434, 84th Cong. 
H. 169, 85th Cong. 
H., 362, 84th Cong- 
H. 446, 83d Cong 

8. 95, 84th Cong--. 
H. 135, 85th Cong- 
H. 107, 85th Cong- 
H. 436, 84th Cong---| 
H. 332, 84th Cong. 
H., 357, 85th Cong-_--| 
8. 8, 85th Cong-.-_-_- 
H. 204, 85th Cong_.- 
H. 418, 84th Cong_-- 
S. 46, 85th Cong-_.__-| 
H, 286, 84th Cong_-_- 
H. 390, 84th Cong_-_-| 
. 34, 85th Cong. os 
. 38, 85th Cong..--| 








| 
. 395, 84th Cong---_| 
. 174, 85th Cong_-- 

H. 411, 84th Cong_-_. 

. 332, 85th Cong__-_| 
. 216, 85th Cong_-.-} 
. 342, 85th Cong___-_| 


. 336, 85th Cong_--| 
. 348, 84th Cong__- 

. 134, 84th Cong_-- 

. 138, 84th Cong__- 

. 282, 85th Cong- 

. 179, 85th Cong_.- 

. 399, 84th Cong_-_- 

. 432, 84th Cong-.- 


Federal 
cost of 


new work 


$258, 400 
1, 100, 000 
720, 000 
360, 000 
2, 300, 000 
1, 678, 000 
28, 161, 000 
110, 000 
78, 000 
24, 447, 000 
269, 800 
1, 197, 000 
(2) 
6, 683, 000 
61, 000 
(?) 
1, 647, 000 
48, 000 
413, 000 
17, 196, 000 
9, 944, 000 
6, 272, 000 
954, 000 
317, 000 
2, 476, 000 


246, 000 
101, 000 
241, 000 
147, 000 

5, 802, 000 
(*) 


2, 544, 000 
474, 000 
66, 000 
(?) 
393, 500 
66, 000 
2, 181, 000 
(?) 
101, 500 
14, 927, 000 
859, 000 
1, 938, 000 
1, 612, 000 
19, 800, 000 
1, 693, 100 
387, 000 
83, 700 
1, 394, 000 
372, 000 
19, 000 
5, 199, 200 
6, 476, 800 


i i te | 173, 814, 000 


2, 000 
, 000 
, 000 
755, 000 
28, 000 


226, 000 
50, 000 
114, 000 
404, 000 
38, 200 
516, 000 
289, 000 
20, 000 


, 627, 700 
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NAVIGATION PROJECTS 
JOSIAS RIVER, MAINE 
(H. Doc. 377, 85th Cong.) © 


Location.—Josias River is a small stream which empties into Perkins 
Cove on the Maine coast about 1 mile south of the town of Ogunquit 
and about 30 miles southwest of Portland, Maine. 

Report authorized by.—House Public Works Committee resolutioa 
adopted February 17, 1949. 

Eristing project.—The existing Federal project provides for a channel 
5 feet deep and 40 feet wide in the Josias River from that depth in 
Perkins Cove to and including an anchorage basin 5 feet deep of 
about 2.5 acres in Flat Pond. 

Plan of recommended improvement.—Expansion of the anchorage 
area for about 1 acre to a depth of 5 feet. A breakwater was con- 
sidered but not recommended. 

Estimated cost.—March 1957 prices: 


Federal $258, 400 
Non-Federal 1 81, 600 
Total 340, 000 

Cash contribution of 24 percent of construction cost. 


Local cooperation.—(a) Furnish all lands, easements, rights-of-way, 
and spoil-disposal areas; (6) hold and save the United States free from 
damages; and (c) contribute in cash 24 percent of the cost of the work, 
presently estimated at $81,600. 

Project economics.—March 1957 prices: 

Annual charges: 
Maintenance (Federal) A Ln. $500 


Interest and amortization (Federal)______-__-- : een 9, 100 
Interest and amortization (non-Federal) ; aed 2, 900 
Total ; 33 Se etre sonia awe Jee 
Annual benefits: 
Increased lobster catch . asm aiearates 8, 600 
Recreational : : ‘ ; 7, 800 


Total_. Be cme = . 16, 400 


Be nefit-cost ratio.—1.3. 
SALEM HARBOR, MASS, 
(H. Doe. 31, 85th Cong.) 


Location.—Salem Harbor is located 12 miles northeast of Boston 
Harbor, Mass., and 11 miles southwest of Cape Ann. It is the 
largest of the four harbors, namely Manchester, Beverly, Salem, and 
Marblehead, located in Massachusetts Bay. 

Report authorized by.—House Committee on Public Works resolution 
adopted June 17, 1948. 

Existing project.—Provides for a channel 25 feet deep in the main 
harbor, 300 feet wide; from that depth in the outer harbor to within 
1,500 feet of the Salem Terminal wharf; removal of a shoal near 
Abbot Rock Beacon to a depth of 25 feet; a channel into South 
River 10 feet deep to Pickering wharf with widths ranging from 
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300 feet in the harbor proper to 90 feet at Pickering wharf; and a 
branch channel on the east side of Derby wharf 8 feet deep, 100 feet 
wide and about 700 feet long, widening to a basin of the same depth 
200 feet wide and 500 feet long. 

Plan of recommended improvement.—Provides for a channel 32 feet 
deep from the outer harbor, generally 300 feet wide and extending a 
distance of about 1.5 miles to the limit of the existing 25-foot channel 
about 1,500 feet off the Salem Terminal wharf; and for the removal 
of Mann Rock to a depth of 32 feet. 


Estimated cost.— 





Federal Non-Federal] | Total 





UN cis ser sticis trina eos ieee Saeed iro dele | $1, 100, 000 | 1 $455,000 | $1, 555,000 





1 Cost for approach channel and berths; improved wharf facilities and altering submarine sewer line. 





Local cooperation.—Provide and maintain a terminal approach 
channel, maneuvering area and berthing area of equivalent depth; 
furnish all lands, easements, and rights-of-way, and hold and save the 
United States free from all damages due to construction and main- 
tenance. 

Project economics.—1956 price levels: 


I 9 as cc diwaein tensed d we how ett eeeeen $63, 300 
IN IIE ool waren ean «sb ch ek Oe ea a ee ere $103, 600 
UNNI NI ei nas: sn i es ven ssn a ig amp ds wn cs Sa to oa eee oe 1. 6 


Remarks.—There is a need for an improved channel to provide an 
adequate waterway for modern coal and oil carriers. The estimated 
annual benefits are sufficient to justify expenditure of the necessary 
funds. The committee notes that local interests are expending a 
large sum for harbor facilities. 


BOSTON HARBOR, MASS. 
(H. Doc. 349, 84th Cong.) 


Location.—Reserved Channel is an arm of the port of Boston, 
Mass., on the Atlantic seaboard, and extends westerly about 1.5 miles 
from the main ship channel. 

Report authorized by.—House Committee on Public Works resolu- 
tion, April 21, 1953. 

Existing project.—Provides for a 30-foot channel, 300 feet wide from 
the main ship channel to a point 250 feet easterly of the L Street 
Bridge. The improvement was completed in 1941. 

Plan of recommended improvement.—Provides for deepening Re- 
served Channel to 35 feet at mean low water, 430 feet wide from the 
40-foot main ship channel to a point 250 feet east of the L Street 
Bridge. 

Estimated cost.— 


Federal Non-Federal Total 


Project document (1954). ......-- pinetnnsodicaeerserempean ie $675, 000 None 75, 000 
IOI oso conidadtinadnckteccucunesebouminnabaae 720, 000 None 720, 000 
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Local cooperation.—Furnish all lands, easements and rights-of-way, 
and hold and save the United States free from all damages due to 
construction and maintenance. 

Project economics.— 


Project Current 
document 


Annual charges........._-. le $27, 000 $28, 800 
Annual benefits: elimination of tidal delays....................---...-..--.-- $75, 000 $84, 700 
FOOTE VORNG Ceri hc x Shia acininew nade team iis citenigtnbewtiuiimntbicdienaaamannee 2.8 2.9 


Remarks.—There is a need for a deeper and wider channel to accom- 
modate modern vessels. The cost of the project is well justified by 
the indicated benefit-cost ratio of 2.9 to 1.0. 


AST BOAT BASIN, CAPE COD CANAL, MASS. 
(H. Doe. 168, 85th Cong.) 


Location.—East boat basin is on the south side of the east entrance 
to the Cape Cod Canal, about 50 miles southeasterly of Boston. 

Report authorized by.—Resolution of the Committees on Public 
Works of the United States Senate and House of Representatives, 
adopted March 12, 1949, and July 6, 1949, respectively. 

Existing project—An open canal 32 feet deep with a width of 540 feet 
in the land cut, 3 bridges, vessel mooring basins 25 to 32 feet deep, 
dikes, ete., including a small east boat basin (2.7 acres) 13 feet deep 
on the south side of the canal, and other basin and channel improve- 
ments. 

Plan of recommended improvement.—Enlargement of east boat basin 
to 7 acres (additional 4.3 acres) to a depth of 8 feet. 

Estimated costs.— 


Federal | Non-Federal | Total 
| 








Puc hie CUI ss is ois NES eich cinacdtnncnnintcanccencaal $360, 000 1 $145, 000 | $505, 000 


! Includes a cash contribution of $90,000. 


Local cooperation.—Lands, easements, and rights-of-way; hold and 
save the United States free from damages; provide a suitable public 
marina, open to all on equal terms; relocate existing utility lines other 
than those owned by the United States; and contribute in cash 20 
percent of the project construction cost, presently estimated at 
$90,000. 

Project economics. 





Annual charges_..._....--- i ho <a ns en sn hs a a cde $19, 600 
Annual benefits: 


Increased fish catch 


cs Ws wl cn cs seek dcr Stes cg ace SS SE nce 12, 000 
POCRUREIONEE DONORUE: 5 coos k bcc kc ew kc en dlacdalende eee 11, 000 
Harbor of refuge benefits big ease batia ities ue 5, 000 

i ecg cet eee 28, 000 


Benefit-cost ratio 


Fee didsud cak.diy demandes Aa ae 1.4 


27010—58——_2 
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Remarks.—The committee notes that a larger anchorage area is 
needed for the commercial fishing and recreational craft now using 
the basin. The existing congestion in the basin will be relieved and 
the improvement will insure more efficient use of the Coast Guard 
and Air Force boats regularly based there. 


BRIDGEPORT HARBOR, CONN. 
(H. Doc. 136, 85th Cong.) 


Location.—Bridgeport Harbor, Conn., is on the northern shore of 
Long Island Sound about 60 miles east of New York City. 

Report authorized by: Resolutions of Committee on Public Works, 
United States Senate April 20, 1948, and July 20, 1954, and House 
Committee on Public Works, March 15, 1949. 

Existing project—Provides for 2 outer main harbor breakwaters; a 
sea wall on Fayerweather Island; a 30-foot main channel and turning 
basin; a 25-foot and an 18-foot anchorage i in the main harbor; 18-foot 
channels in the Poquonock River, Yellow Mill Pond, and in Black 
Rock Harbor and Cedar Creek; a 15-foot and 9-foot channel in 
Johnsons River; and a 7-foot channel in Burr Creek. The existing 
project is completed. 

Plan of recommended improvement.—Provides for deepening the 
main channel and turning basin to 35 feet, construction of break- 
waters at the entrance of Black Rock Harbor, and dredging of 6-foot 
anchorages in Burr and Cedar Creeks and upper Johnsons River and 
6- and 9-foot anchorages in lower Johnsons River, and abandonment 
of the Burr Creek channel. 

Estimated cost (July 1956).— 














| Federal | Non-Federal Total 
a ea | $1, 910, 000 $30, 000 $1, 940, 000 
Black Rock Harbor includ ing Burr and Cedar Creek anchor- 
lpr Sic cate ide ots shan scse eb ee ae eda ox wv Sane ean tk a 374, 000 480, 000 854, 000 
Johnsons River upper and lower anchor: ages_- 20, 000 20, 000 40, 000 
Re A eS Se I ee eee oe 2, 300, 000 | 530,000 | 2,830, 000 


In addition to above costs, local interests are required to provide 
4 public landings, and berth and wharf improvements at a total 
estimated cost of $50,000. 

Local soutien, Pere ide all necessary berth improvements, suit- 
able disposal for materials hydraulically dredged from the inner main 
channel and turning basin, 52 percent of the cost of the Black Rock 
breakwaters now estimated at $300,000, 66 percent of the cost of the 
Burr and Cedar Creek anchorages now estimated at $155,000, 45 per- 
cent of the cost of the upper Johnsons River anchorage now estimated 
at $10,000, public landings at 4 locations, improvements to make the 
shore of the Burr and Cedar Creek anchorages suitable for recreational 
use, all lands, easements, and rights-of-way necessary for construction 
and subsequent maintenance, when and as required, and hold and 
save the United States free from all claims for damages resulting from 
improvements including such damage as may occur to oysterbeds. 
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Project economics.— 








Annual charges Annual Annual Benefit-cost 
charges benefits ratio 
re I i i a $73, 400 $219, 500 3.0 
Black Rock Harbor including Burr and Cedar Creek anchor- 
I sii in eres scan dein tid tans intense ai ded ieteniale tate te oe a tee 34, 500 44, 700 1.3 
Johnsons River upper and lower anchorages nas hs aati onnbatiomiel 2, 400 3, 700 1.5 





e believes the project is amply justified, 
and that the general benefits warrant the Federal expenditure. It 
notes that local contributions will compensate for the benefits of local 
nature. 


NEW YORK HARBOR, ENTRANCE CHANNELS AND ANCHORAGE AREAS 


(S. Doc. 45, 84th Cong.) 


Location.—Upper and Lower Bays, New York Harbor, N. Y. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, June 9, 1948. 

Existing project. —Provides, among other features, for Ambrose and 
Anchorage Channels, 45 feet deep, and 2,000 feet w ide from the ocean 
to Upper New York Bay; Bayside-Gedney Channels, 35 feet deep and 
800 feet wide from the ocean to the junction with Main Ship Po 
New York and New Jersey Channels; and Main Ship Channel, 
feet deep and 1,000 feet wide in Lower New York Bay. 

Plan of recommended improvement.—Provides for a channel 35 feet 
deep and 800 feet wide from the Atlantic Ocean to an intersection with 
Bayside-Gedney Channel. The proposed channel would replace that 


portion of Bayside-Gedney Channel situated east of the recommended 
improvement. 

















Esti 
- 7 is 
Federal Non-Federal Total 
I casemate ceacieetaen eee mi 
Project document (February 1953) ...........................- | $1, 580, 000 0 $1, 580, 000 
PCN CR iaincnnnin a avnisdnnpetentiotonousaenibhiausiaanene 1, 678, 000 0 1, 678, 000 
Local cooperation.—None required. 
Proje ct economics.— 
Project Current 
document 
Annual charges......_- allie tn neiates eaitabiatinbshnen taaadedacantmacs scsi etedienedalel $77, 700 $82, 500 
Annual benefits: 
"ONO GNUEIINE-.. 2 «sc andgadetachnndeiadmeciaa annie insteatipeks 69, 100 76, 500 
Elimination of accidents_...............-.... ee Attaedgtaalattatetintata aaa 45, 400 50, 300 
Total aise elit grins amg incdieaeatinstsirie nde eta alae 114, 500 126, 800 
De TOs siesiniie Siceniincig- catdtiinaieteiddedciatedeeioie nek te a. 1, 47 1, 54 


Remarks.—The committee notes that the improvement recom- 
mended by the Chief of Engineers would eliminate a hazard to naviga- 
tion in lower New York Bay and provide additional transportation 
saving in this important port. 
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BALTIMORE HARBOR AND CHANNELS, MARYLAND 
(H. Doc. 86, 85th Cong.) 


Location.—Chesapeake Bay, Md. and Va. 

Report authorized by—House Committee on Public Works resolu- 
tion, August 17, 1949. 

Existing project—Provides among other features for a continuous 
channel about 173 miles in length, 39 feet in depth, and varying from 
1,000 to 600 feet in width from the mouth of Chesapeake Bay to 
Baltimore; a connecting channel 27 feet in depth and 400 feet wide 
to the Chesapeake and Delaware Canal; and channels in Curtis Bay, 
Ferry Bar, and Northwest Branch in Baltimore Harbor. 

Plan of recommended improvement.—Provides for a channel 42 feet 
in depth over the existing 39-foot waterway with a realinement at 
Rappahannock Shoal and increases in width from 600 to 800 feet 
in those sections applicable; increased depth in the connecting channel 
to the Chesapeake and Delaware Canal to 35 feet and width of 600 
feet; and increased depths in certain branch channels to 42 feet. 
The recommendation also provides that, when local interests dre dge 
certain areas of the Northwest Branch to 39 feet, they will be main- 
tained by the Federal Government. 

Estimated cost.— 


Federal | Non-Federal | Total 


_ - | 


Report of division engineer (June 15, 1956)..-..--..-.-- $28, 161, 000 | $2, 630, 900 $30, 791, 000 
i 





Local cooperation.—Furnish lands, easements, and rights-of-way, 
and spoil disposal areas; hold and save the United States free from 
claims for damages including possible damages to oyster beds; 
accomplish alterations as required to sewer, w ater, and utility lines. 

Project economics.—Report: 


an rN og cee i oe ee $1, 080, 400 
mura Denents. . . | co le Pn Sey REP rh 5c EAR OP POE oo MANE $5, 345, 000 
MINE i Pa Oe etc des st Secale 4.95 

Remarks.—The committee notes the high economic ratio of this 


project and considers it completely justified. Commerce at this 
port is increasing very rapidly and it is important from a national 
defense standpoint. This project is needed to accommodate larger 
vessels and to provide for expansion of port facilities. 

HERRING CREEK, MD. 


bi 


H. Doc. 159, 84th Cong.) 


Location.—Herring Creek is located in St. Marys County, Md., 
on the left bank of the Potomac River, 16 miles upstream from 
Chesapeake Bay and 92 miles by water southeast of Washington, D.C. 

Report authorized by.—House Public Works Committee resolution 
dated August 8, 1949. 

Existing project—None. 

Plan of recommended improvement.—Provides for an entrance 
channel 6 feet deep, 60 feet wide, and 1,630 feet long from the Potomac 
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River into Herring Creek with a turning basin adjacent to the pro- 
posed public wharf. Stone jetties to be constructed on each side of 
the entrance channel. 

Estimated cost.— 





Federal Non-Federal Total 











Prebanl Ge CNG ov arvesinnencessccpisind-nnamgeniensetin $97, 300 $15, 400 $112, 700 
SOMES Batis iicnsdbeoatnncasctdcasctesesncudaeeenamanighinedte 110, 000 17, 800 127, 800 





Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil disposal areas; hold and save the United States free from claims 
for damages; construct and maintain a public wharf, landing area 
and access road; and contribute in cash an amount equivalent to 3.6 
percent of the first cost of the improvement, presently estimated at 
$4,100. 

Project economics.— 














Project Current 
document 

Annual charges-- $8, 990 $10, 290 

Annual benefits: 
Benefits to pleasure craft... , nolahaciaiel 2, 900 2, 900 
Transportation savings anus maromiee 280 280 
Elimination of damages... -- edie odes 1, 920 2, 300 
Value of increased catch- | 3, 000 3, 550 
Elimination of spoilage. | 2,700 | 2, 430 
Total. 10, 800 | 11, 460 
ReteGit-esst Paths. ooo. evedenccne ce fas alae iinip ihe a 1. 20 Ll 








Remarks.—Improvement of Herring Creek is justified to meet the 
needs of the commercial seafood fleet. Provision of the proposed 
channel and basin will serve the purpose and afford a suitable harbor 
of refuge. 
BETTERTON HARBOR, KENT COUNTY, MD. 

(H. Doc. 333, 84th, Cong.) 


Location.—Betterton is on the east side of Chesapeake Bay where 
the Sassafras River, a tidal estuary, joins the bay. It is about 18 
miles by water south of Chesapeake City, the western entrance to the 
Chesapeake and Delaware Canal, and about 35 miles by water 
northeast of Baltimore, Md. 

Report authorized by.—River and Harbor Act of July 24, 1946. 

Hxisting project.—N one. 

Plan of recommended improvement.—Provides for an anchorage basin 
7 feet deep, 200 feet wide, and 500 feet long in Gut Marsh approxi- 
mately 0.5 mile east of the amusement pier at Betterton, and an 
approach channel 7 feet deep and 100 feet wide, from that depth in the 
Sassafras River, with jetty protection on the west side. 

Estimated cost.— 








| 
| Federal Non-Federal Total 











tts dintihiehsapebenbuagsesaubuc sammie $78, 000 | $6, 700 $84, 700 
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Local cooperation.—Local interests are required to furnish without 
cost to the United States all rights-of-way and spoil disposal areas; 
hold and save the United States free from all damages resulting from 
construction and maintenance of the project; provide without cost 
to the United States a bulkheaded public landing open to all on 
equal terms and an adequate approach road thereto. 

Project economics.—Report price levels same as current prices: 





Report 
PNINRIDRIRTINNR st oe Soe a ee es eee $4, 930 
Annual benefits: 
Wn tn ON COORG ook oie ot ue sh Se eee 2, 400 
pees from Gah enouere =<. oo ci oc. oo ck ese es 600 
WONNG 21) TY THOGUOCUON oc ccs oe bose c cc nneudnwe ees 10, 500 
PERRIN SERIA OUUOOR INI cs we te eosin ch ecw min ws Re nd nv Sk oy Se 2, 000 
OR Boe ti PO a Si eg a Se 15, 500 
I i ee 3. 14 





Remarks.—Evaluated benefits indicate that the improvement is 
economically justified. The recommended improvements will provide 
for the safety and convenience of a large fishing fleet operating in the 
adjacent waters. 

DELAWARE RIVER ANCHORAGES 


(H. Doe. 185, 85th Cong.) 


Location.—This river has its source in southeastern New York, flows 
in a general southerly direction 367 miles, forming the boundary 
line between the States of New York and New Jersey on the east and 
Pennsylvania and Delaware on the west. At Trenton, N. J., about 
105 miles above the mouth of Delaware Bay it becomes a tidal stream. 
The Federal Government maintains an improved channel throughout 
the tidal portion of the river and in Delaware Bay. The upstream 
limit of the project ‘“‘Philadelphia to the Sea” is at Allegheny Avenue 
in Philadelphia. The project ‘Philadelphia to Trenton” extends from 
Allegheny Avenue to the head of the tidal action in Trenton. 

Report authorized by— House Public Works Committee Resolution, 
March 16, 1954. 

Existing project—Provides for a channel 40 feet deep, 1,000 feet 
wide from deep water in Delaware Bay to Ship John Light, 800 feet 
wide thence to the naval base, and thence 400 feet wide to Allegheny 
Avenue, Philadelphia; for a channel 37 feet deep and 600 feet wide 
from the naval base to Allegheny Avenue, along the east side of the 
40-foot channel; and for anchorages 37 feet deep at Marcus Hook, 
Mantua Creek, and Port Richmond, and 30 feet deep at Gloucester. 

Plan of recommended improvement.—Provides for an anchorage 40 by 
2,300 by 8,000 feet near Reedy Point; an anchorage 40 by 2,300 by 
5,200 feet at Deepwater Point; enlarging Marcus Hook anchorage to 
40 by 2,300 by 13,650 feet; and enlarging Mantua Creek Anchorage 
40 by 2,300 by 11,500 feet. 

Estimated cost. 








Federal Non-Federal Total 








aa nae $24, 447, 000 | $980,000 | $25, 427, 000 
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Local cooperation.—Changes to utilities (lowering pipelines). 
Proj 


ADDIE WORT OOB ik nic ccd dese ccnstinonnt een __.. $1, 449, 000 


ADNGMT WOROIOE.. — os cos oan ca oat etunncunmseses see _....--- $1, 498, 000 
Beneit-ouwt vation. - 265 uth bee ee ee ae eee — 1. 03 


Remarks.—The committee is impressed with the need for these 
anchorages as a basic necessity in the interest of safety to navigation. 





HULL CREEK, VA. 
(H. Doc. 287, 85th Cong., 2d sess.) 


Location.—Hull Creek is a tidal estuary on the right bank of the 
Potomac River about 9 miles upstream from C hesapes ake Bay. 

Report authorized by.—River and Harbor Act approved July 24, 
1946. 

Existing project.—No existing Federal project on Hull Creek. 

Plan of recommended improvement.—Provides for an entrance chan- 
nel 6 feet deep and 60 feet wide from that depth in the Potomac River 
through the mouth of Hull Creek to water of the same depth in Rogers 
Creek, a distance of about 2,350 feet, protected by twin stone jetties 
having a total length of approximately 3,950 feet and extending from 
the shore to the 8-foot depth in the Potomac River. 

Estimated cost.— 








Federal. é Bp ee Peet eae ad bem teks Sbis toatl cS see $269, 800 
Non-FeG@GtGh. 2454564 pub ccka dudicwcash ds taewedehesas«dlaeee i 85, 800 
Total _ - Seca ae Gos cura = aw cies wins sg taco’ eo ghee Se 


1 Cash contribution of $72,400. 


Local cooperation.—Contribute in cash a contmbution presently 
estimated at $72,400; and furnish without cost to the United States 
all lands, easements, rights-of-way, and spoil-disposal areas necessary 
for construction and subsequent maintenance, when and as required; 
hold and save the United States free from damages, including dam- 
ages to oysterbeds, due to construction and maintenance of the project 
provide and maintain an adequate landing and parking area adjacent 
to the public wharf and a public access road thence to State Route 
No. 706; and provided further that the authorization shall expire 5 
years from the date on which local interests are notified in writing 
by the Corps of Engineers of the requirements of local cooperation 
unless local interests within the prescribed 5-year period furnish assur- 
ances satisfactory to the Secretary of the Army that the required local 
cooperation will be forthcoming. 

Project economies.— 


AVAVOAY ODATHOR. 8. oo ok Soe nan pc nec Wace aeeeee eae ead eaeeee $20, 610 


Aunuel bevemtes 1:25 So Sek ws ut accel nase Jaen eee $25, 910 
Benefit-cost ratio-- i waitin «cate eaawel  eeeee 1. 26 


MOREHEAD CITY HARBOR, N. C. 
(S. Doc. 54, 84th Cong.) 


Location.—Morehead City Harbor, N. C., is on Bogue Sound at 
the mouth of Newport River, about 3 miles inside Beaufort Inlet. 


Report authorized by.—Senate Committee on Public Works resolu- 
tion, July 1, 1949. 
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Existing project.—Provides for a channel 30 feet deep and 400 feet 
wide across the ocean bar at Beaufort Inlet, thence the same depth 
and 300 feet wide to the marine terminals at Morehead City, enlarged 
to 600 feet to form a turning basin at that point; for a channel 12 feet 
deep and 100 feet wide from the 30-foot channel to 6th Street, thence 
same depth and 200 to 400 feet wide to 10th Street, thence 6 feet deep 
and 75 feet wide to deep water in Bogue Sound. The project was 
completed in 1936. 

Plan of recommended improvement.—Provides for a bar channel 35 
feet deep and 400 feet wide, increased to 600 feet at the bend; thence 
an inner channel 35 feet deep and 300 feet wide, realined to maintain 
or decrease the slope of the underwater bank along the northeasterly 
shore of Fort Macon Point; and an enlarged turning basin deepened 
to 35 feet, to be obtained by lengthening the westerly leg about 800 
feet and widening the throat and easterly leg with the boundaries 
to be not closer than 50 feet to any bulkhead, wharf, or pier. 

Estimated cost.— 


Total 





| Federal | Non-Federa! 


el preaeacneire a 
Fe ikideioiind Sceteidnn cncncddsennndaneeteebenes $1, 197, 000 | $2, 000 | $1, 199, 000 


Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil disposal areas without cost to United States; hold and save the 
United States free from damages; and provide terminal and transfer 
facilities. 

Project economics.— 

Project document 
PRCA ORIN op a ck Ed eho eee neaeeSeaeeeen $52, 765 
Annual benefits: Transportation savings__.....................-.--- $97, 400 
Ts SOE ee ek cs ee eos bs oe oe He ae entte none 1. 84 


Remarks.—The committee is of the opinion that a 35-foot depth 
should be provided in this harbor to provide safe and satisfactory 
navigation for the larger tankers and dry-cargo vessels which handle 
most of the commerce of Morehead City Harbor. Much of the 


petroleum traffic goes to defense installations in the area, and for 
Marine Corps movements. 


INTRACOASTAL WATERWA Y, JACKSONVILLE TO MIA MI, FLA. 
(H. Doc. 222, 85th Cong.) 


Location.—The Intracoastal Waterway, Jacksonville to Miami, gen- 
erally traverses lagoons along the east coast of Florida. It is an 
important tributary of the Intracoastal Waterway system which 
reaches northward to Trenton, N. J.. New York City, and Boston, 
Mass. 

Report authorized by.—River and Harbor Act approved March 2 
1945. 

Eristing project.—Provides for a channel 12 feet deep and 125 feet 
wide with side channels and basins at Jacksonville Beach and Sebas- 
tian, and a turning basin adjacent to the waterway at Vero Beach. 
The project is 370 miles long, including 21 miles in St. Johns River. 


? 
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Plan of recommended improvement.—Provides for modification of the 
existing project for the Intracoastal Waterway, Jacksonville to Miami, 
Fla., to provide for maintenance of the entrance channel to Daytona 
Beach yacht basin to a depth of 8 feet, a width of 80 feet, and a length 
of 1,800 feet. 

Estimated cost.—Maintenance only. 

Local cooperation.—Local interests must agree to: (a) furnish with- 
out cost to the United States all lands, easements, rights-of-way, 
and suitable spoil disposal areas for the maintenance, when and as 
required; (6) hold and save the United States free from damages due 
to maintenance of the channel; (c) maintain and operate the basin 
other than the entrance channel; and (d) provide a suitable public 
landing with supply facilities, open to all on equal terms. 

Project economics.— 

Ae CHAO. 6c 5 ose ci Dokdo buat anaee eee $590 


PRROG DONNIE. ono waidndtdcasnickanakidaddt cdnkinbiid een $3, 820 
DORE OORS THUG | 6 ciencc& we wernt ool ee eee 6. 47 


PORT EVERGLADES HARBOR, FLA. 
(H. Doc. 346, 85th Cong.) 


Location.—Port Everglades is on the lower east coast of Florida 
about 23 miles north of Miami. 

Report authorized by: Senate Public Works Committee resolution 
adopted February 26, 1954, and House Public Works Committee 
resolution adopted July 29, 1954. 

Existing project.—Provides for entrance channel 7,300 feet long and 
500 feet wide at seaward end, converging to 400 feet t at jetty entrance, 
thence converging to 300 feet at a point 1,000 feet within the jetty 
entrance, and thence 300 feet wide to the flaring at the inner end, and 
a turning basin extending 1,200 feet east and w est, and 2,250 feet north 
and south over most of its length, all to a depth of 35 feet; maintenance 
of 2 converging rubblestone jetties and 2 parallel steel pile bulkheads 
at the land points. 

Plan of recommended improvement.—Modification of the existing 
project to provide for an entrance channel 40 feet deep and 500 feet 
wide from deep water to station 41+00 converging to 300 feet at 
station 51-++00, thence 37 feet deep and 300 feet wide, all on an aline- 
ment 15 feet northward from its present position, to an irregularly 
flared entrance, at station 74+-50, and turning basin 2,450 feet along 
the westerly side and 800 feet along the north side and 1,200 feet along 
the south side with an extension to the southward having a length of 
500 feet and a width varying from 400 to 200 feet, all to a depth of 37 
feet; with one extension of the turning basin 1,200 feet to the north 
tapering from 800 to 500 feet, and another 1,200 feet to the south 
with an east-west length of 1,100 feet, both to depths of 31 feet. 

Estimated cost (February 1957).- 


Federal____ ys ere re oe ee ee - ; 1 $6, 683, 000 
Non-Federal wa ; a - ‘ 492, 000 
1otal. . .. ; i ‘ 17, 175, 000 


1 Exclusive of $9,000 for navigation aids. 
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Local cooperation.—Furnish lands, easements, and rights-of-way, 
including a valid easement for parcel B required under the existing 
project; hold and save; provide and maintain adequate public terminal 
and transfer facilities open to all on equal terms; provide adequate 
dikes around spoil-disposal areas; promptly dredge required slips and 
berthing strips and maintain their depth; contribute in cash 6.4 percent 
of cost of construction, an amount estimated at $457,000. 

Project economics.— 


Annual charges___ oa 5 ate 5a ..o.-. $274, 800 
Annual benefits: Navigation and land enhancement___- -- acta $602, 200 
Benefit-cost ratio- ‘ eres eee) eS AS 2. 19 


ESCAMBIA RIVER, FLA. 
(H. Doe. 75, 85th Cong.) 


Location.—The location of the improvement is on the lower Escam- 
bia River and Escambia Bay, near Pensacola, Fla. 

Report authorized by—House Public Works Committee resolution 
adopted June 29, 1955. 

Existing project—Channel 5% feet deep and 150 feet wide through 
the bar at the mouth of the river; a channel about 5 feet deep in 
Escambia River to the Florida State line at mile 56, to be obtained by 
removal of obstructions and by construction of dikes, wing dams, and 
shore protective works; improvement at the river channel from the 
Florida State line to the mouth of Patsaliga Creek at mile 147, by 
removal of snags, closing cutoffs, and constructing wing dams. 

Plan of recommended improvement.—N avigation channel 10 feet deep 
and 100 feet wide, from the 10-foot depth in Escambia Bay to the 
mouth of the Escambia River, a distance of about 5% miles, thence 
up the Escambia River to a point about 7 miles above the mouth of 
the river. 

Estimated cost—January 1956 prices: 





ITN a ey ee tae ae Oe a $61, 000 
aR INN 2 i a re 75, 000 
TMOG a 2 oo ee ee oe ee er a ee es er 136, 000 


Local cooperation.—Furnish rights-of-way and spoil-disposal areas; 
provide necessary basins, slips, and connecting channels; hold and save 
the United States free from damages. 

Project economics.—January 1956 prices: 

Annual charges: 
NS a Se a a a oa $33, 100 


Evers eea concsiato aoa a kes tid ae ni sia ahaa ana aeh eae 14, 600 
NES dc Sees bt ala, Jeena eek e ee eebbeneeeeea 47, 700 

Annual benefits: 
a Vines iit transportation CONUS... 26sc2. oo casei ne cccccscdscccs 269, 900 
I itis so mica a ldies ken daredite nbactneta tmnt 2, 500 
MMe Aas ies Sass wena caves seawek ue ep eeekweeuwe 272, 400 


PCI i he ot eg ais be us a cis le eee el i 5. 7 





o_O 


el 
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Remarks.—The committee believes the recommended improvement 
is essential for existing and prospective industries located along the 
lower reaches of the river. Substantial local expenses will be met. 


GULFPORT HARBOR, MISS. 
(S. Doc, 123, 84th Cong.) 


Location.—Gulfport Harbor is on Mississippi Sound about midway 
between Mobile, Ala., and New Orleans, La. 

Report authorized by.—Senate Committee on Public Works, resolu- 
tion, June 21, 1952. 

Existing project.—Provides for a 32- by 300-foot channel about 
8 miles long across Ship Island Bar, and 30- by 220-foot channel 
about 11 miles long through Mississippi Sound, and a depth of 30 
feet in the 1,320- by 2,640-foot anchorage basin at Gulfport. Project 
was completed in 1950. 

Plan of recommended improvement.—Modification of existing Federal 
project to provide, in addition thereto, for maintenance dredging 
of the existing commercial small-boat harbor located westward of the 
deep-draft harbor, about 26 acres in area, and an approach channel, 
100 feet wide and about 4,300 feet long, from deep water in Mississippi 
Sound to the basin, all at a depth of 8 feet. 

Estimated cost.—The project is for maintenance only. The existing 
small-boat harbor and channel, completed in 1952, were constructed 
by local interests at a cost of $550,700. 

Local cooperation.—Provide spoil-disposal areas; hold and save 
United States free from damages; provide and maintain public landing 
with suitable facilities; maintain bulkhead and breakwater; prevent 
unsanitary and unsightly conditions and make all harbor facilities 
available to all on equal terms. 

Project economics.—Current (January 1956) estimate: 


Annual charges: 





PO ak cic bebe dda cada nonce esdelede sue kee $7, 000 

RO PONIES Spiess Succ rtockenae betes waste eee 1 26, 400 
BE oie nc ciewanwauwanam maken ede ea eee 33, 400 
Annual benefits: Sea 
CCIE GAR oo irs caus ieaGase ch cena ete eee 12, 000 

Oe I NON ine cs saial vans wd Wena ae eum eaten eae 3, 000 
EE CUI cas acne ch adendddedcdn aac kenkeae 27, 000 
OMG 6 sdtindvcanaddcnadawdecv ct eee eee 42, 000 
PA OR TON 6 inst ies cndité decid ees ne dda 1. 26 


1 Includes charges on initial investment. 


Remarks.—The committee believes it proper for the Federal Gov- 
ernment to assume the maintenance of this project. 


BARATARIA BAY WATERWAY, LA. 
(H. Doc. 82, 85th Cong.) 


Location.—Barataria Bay Waterway is located in the coastal marsh 
area of south Louisiana just west of the Mississippi River at New 
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Orleans. It extends from the Gulf Intracoastal Waterway at mile 
14.6 west of Harvey to the Gulf of Mexico at Grand Isle, La. 

Report authorized by.—F lood Control Act of December 22, 1944, and 
River and Harbor Act of March 2, 1945. 

Existing project—Provides for a 5- by 50-foot waterway from the 
Gulf Intracoastal Waterway to Grand Isle, La. The project was 
completed in 1925. 

Plan of recommended improvement.—Provides for a 12- by 125-foot 
project with the south half being realined to lower estimated mainte- 
nance costs. 

Estimated cost.— 


Federal Non-Federal | Total 


Project document ath nt hisctenwaunees pease $1, 647, 000 $242, 000 | $1, 889, 000 


Local cooperation.—Furnish lands, easements, and rights-of-way 
necessary for construction and subsequent maintenance; accomplish 
and maintain all alterations in pipelines, cables, and other facilities; 
and hold and save the United States free from damages. 

Project economics.—Current: 

Annual charges_-_. 
Annual benefits: 


Transportation savings............. se ele ae ere Ce 610, 000 
Pee Or SOON one ce ee See ate cba eed 5, 000 
Magatenanse on existing project. . oc on ko ec cee wcn cds 2, 000 
SUNN a Bk a ee Re a 617, 000 
TEEPE RNS oe Peo ie cea oan eee eee ee 4.0 


Remarks.—The existing waterway can no longer accommodate ex- 
isting commerce, and because of the oil-production activities in the 
area, and the petroleum products now being transported, modification 
is urgently needed. The project is amply justified. 


CHEFUNCTE RIVER AND BOGUE FALIA, LA. 
(S. Doe. No. 54, 85th Cong.) 


Location.—Chefuncte River is in southeast Louisiana discharging 
into Lake Pontchartrain on the north shore opposite New Orleans. 

Report authorized by.—Resolution of Committee on Public Works, 
United States Senate, adopted July 14, 1953. 

Existing project—The Federal navigation project extends up the 
Chefuncte River and Bogue Falia, its main tributary, to the city of 
Covington. It provides for a channel 8 feet deep from Lake Pont- 
chartrain via the 2 streams to Convington, a distance of 14 miles. The 
project was completed in 1929. 

Plan of improvement.—Provides for modification of the existing proj- 
ect for Chefuncte River and Bogue Falia, La., to provide for a 
channel 10 feet deep at mean low gulf level over a bottom width of 
125 feet from that depth in Lake Pontchartrain to mile 3.5 of 
Chefuncte River. 
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Estimated cost.— 


PCI ies ox he ice ets rein cme mk ce oe ee $48, 000 
itil tsp ee an we rt ms sia sm sca a ce o> 0 


sin hia san Sie lan 48, 000 


Local cooperation.—Local interests must agree to (a) provide without 
cost to the United States all lands, easements, rights-of-way, and 
spoil-disposal areas necessary for construction of the improvement 
and for subsequent maintenance, when and as required; and (6) hold 
and save the United States free from damages due to construction 
and maintenance of the project. 

Project economics.— 


Total 


Annual charges , ay aoae oul sea $6, 700 
AnnGel DGrnGHUp.. 3 suceeded aC a ee eee $14, 280 
Benefit-cowt wG6iOs wc oe ce ceec scent ns dee de te eee 2.1 


CHANNEL FROM PASS CAVALLO TO PORT LAVACA, TEX. 
(H. Doe. 131, 84th Cong.) 


Location.—This is a shallow-draft navigation project located on 
the central Texas coast, about 115 miles southwest of Galveston, Tex. 

Report authorized by.—House Committee on Rivers and Harbors 
resolution, September 10, 1946. 

Existing project.—Provides for a channel 9 feet deep by 100 feet 
wide from Lynns Bayou at Port Lavaca to deep water in Matagorda 
Bay; a brach channel, 9 feet by 100 feet, to and including a harbor 
of refuge, about 1 mile south of Port Lavaca; and a channel, 6 feet 
by 100 feet, from near Port Lavaca via Lavaca Bay, Lavaca and 
Navidad Rivers to Red Bluff, a distance of about 20 miles. The 
channel from Matagorda Bay to Lynns Bayou was completed in 
1939. No work has been done on the rest of the project. 

Plan of recommended improvement.—Provides for a depth of 12 feet 
and width of 125 feet in the channel from the natural 12-foot depth 
in Matagorda Bay to the locally constructed turning basin at Lynns 
Bayou, and in the authorized channel to the harbor of refuge near 
Port Lavaca. Also provides for a depth of 12 feet in the harbor of 
refuge and locally constructed turning basin and for the Federal 
Government to assume maintenance of the turning basin. 

Estimated cost.— 


Federal | Non-Federal | Total 





Project document (1955)... j appiitd ss ; oan $321, 900 | None $321, 900 
JRE Bee atuik des icnncduanes BS det es ee eee | 413, 000 | None 413, 000 


Local cooperation.—Furnish rights-of-way and spoil disposal areas 
necessary for construction and maintenance; hold and save the United 
States free from all damages; and provide necessary mooring facilities 
in harbor of refuge to which all vessels shall have free and equal 
access during storm periods. 
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Project economics.— 


Project docu- |Current (Jan- 
ment (1955) uary 1956) 


PE i cS ccc ee eee $29, 570 $32, 770 








Annual benefits: 
TI 2 og cas carte eet a ceeaadueaininn 24, 020 31, 460 
Reduction difficulties and hazards to n avigation_- Sdesemncseute 6, 720 8, 800 
Increased capacity of harbor of refuge_...............-......--.-----..-- 4, 590 5, 420 
Ea Wehtes evecuikiuPusde daadedecu gad ses asabd sone Sop ati 35, 330 45, 680 


TIE TO gain c lcci ioee n sob ini nie sate inhi seo weenie aRepto | / : 1.2 1.4 





Remarks.—The proposed modification of this waterway will afford 
material benefits to established and prospective commerce by a re- 
duction in hazards to navigation and a savings in transportation costs. 


GALVESTON HARBOR AND HOUSTON SHIP CHANNEL, TEX. 
(H. Doc. 350, 85th Cong.) 


Location.—On Texas coast 328 miles west of the mouth of the 
Mississippi River and 278 miles northeast of the Rio Grande. 

Report authorized by.— House Public Works Committee resolutions 
adopted February 17, 1950, April 21, 1950, and June 27, 1956. 

Existing project.—Entrance channel 38 feet deep and 800 feet wide 
and inner channel 36 feet deep and 300 to 400 feet wide. 

Plan of recommended improvement.—Dredging Galveston Harbor 
and channel (entrance channel) to 42 by 800 feet from Gulf to a point 
2 miles west of seaward end of north jetty, thence 40 by 800 feet 
decreasing to 40 by 400 feet at junction with Houston ship channel. 
Dredging Houston ship channel to a depth of 40 feet from Bolivar 
Roads to the lower end of Brady Island and in Hunting Bayou turn- 
ing basin with an increase in width to 400 feet from a point 5,000 feet 
above Baytown to Boggy Bayou; rectifying the alinement between 
Carpenters Bayou and Greens Bayou and easing 13 curves between 
Morgan Point and Brady Island; substitution of the Clinton Island 
turning basin (40 by 500 by 900 feet) for the Brady Island turning 
basin; an 8-by-125-foot channel through Five-Mile Cut; a 10- by-60- 
foot channel through Turkey Bend cutoff; closure of upstream end 
of Turkey Bend Channel with an earth dam; and deauthorization 
of the upper end of the Turkey Bend Channel. 

Estimated costs.— 





Construction___- oe ea : : : ae $17, 196, 000 
PURI ss Po at ne era Oe ee 75, 400 
Federal_____ a a Bd ne ee ns Pat dhe, AD aw 1,271,400 
Tera EENNE shh in scsi 2 he otic ewe ee a ee 1, 705, 300 
PRN et 8 a ee ae oe ee ea og oe 18, 976, 700 


Local cooperation.—(a) Lands, easements, rights-of-way, and spoil 
disposal areas; (b) alterations of pipelines, powerlines, telephone and 
telegraph lines, bulkheads, revetments, wharves, and other structures 
and utilities; and (c) hold and save the United States free from 
damages due to the construction of the works. 
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Project economics.— 


Amstel GIR Ss ics dd tinin i Suc dsntadds dE eee $791, 500 
AEE TREES, 6 cov atneindsasns am ndcnitadunenbndpeeanaee $1, 380, 000 
DOnORUGONS TRUO ko 6c onc ctecesccdccsccngnb eee 1. 74 


MATAGORDA SHIP CHANNEL, PORT LAVACA, TEX. 
(H. Doc. 388, 84th Cong.) 


Location.—The recommended Matagorda ship channel would pro- 
vide deep-draft navigation from the Gulf of Mexico through Pass 
Cavallo, Matagorda and Lavaca Bays to a turning basin at Point 
Comfort, Tex. Pass Cavallo is on the Texas coast, 51 miles northeast 
of Aransas Pass. 

Report authorized by.—River and Harbor Act of July 24, 1946, and 
Senate Committee on Public Works resolution of September 16, 1948. 

Existing project—There is no existing deepwater project from 
Matagorda Bay to the gulf. The existing shallow-draft project 
“Channel from Pass Cavallo to Port Lavaca, Tex.,’’ provides for a 
channel, 9 feet deep by 100 feet wide, from Port Lavaca to deep water 
in Matagorda Bay; a Sirench channel, 9 feet by 100 feet, to and includ- 
ing a harbor of refuge, about 1 mile south of Port Lavaca; and a chan- 
nel, 6 feet by 100 feet, from near Port Lavaca via Lavaca Bay, Lavaca 
and Navidad Rivers to Red Bluff, a distance of about 20 miles. The 
aoe of Engineers recommended (H. Doc. No. 131, 84th Cong., 1st 
sess.) & depth of 12 feet and a width of 125 feet in the channel to Port 
Lavaca and in the channel to the harbor of refuge near Port Lavaca; 
depths of 12 feet in the harbor of refuge and the locally constructed 
turning basin at Port Lavaca; for Federal maintenance of the turning 
basin, and for incorporation of the project into the Gulf Intracoastal 
Waterway project. 

Plan of recommended improvement.—Provides for an outer bar and 
jetty channel, 38 feet deep by 300 feet wide, about 7 miles long, from 
the Gulf of Mexico through Pass Cavallo; an inner channel, 36 feet by 
200 feet, about 22 miles long, across Matagorda and Lavaca Bays to 
and including a turning basin, 36 feet deep by 1,000 feet square, at 
Point Comfort; and for dual jetties at the entrance into the gulf, 
Also, that the project “Channel from Pass Cavallo to Port Lavaca, 
Tex.” (H. Doc. No. 131, 84th Cong., 1st sess.), be incorporated into 
the proposed Matagorda ship channel, Texas, and that the recom- 
mendation in House Document No. 131, 84th Congress, 1st session, for 
incorporation into the Gulf Intracoastal Waterway project be with- 
drawn. 

Estimated cost.— 


Federal Non-Federal Total 











EE FES TI abi tannin ceitnicingesenadaeaiee $9, 944, 000 $7, 463, 000 $17, 407, 000 


Local cooperation.—Furnish lands, rights-of-way, and spoil disposal 
areas; make all pipeline alterations; hold and save United States free 
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from damages; and make a cash contribution equal to 50 percent of 
the incremental construction cost of the deep-draft channel over the 
estimated cost of the most feasible shallow-draft channel. This 
amount is estimated at $7,280,000. 

Project economics.—Report (current) (January 1956): 


EIEN oe a oc enc nu eeu Ra ueen ues eeenee ee $1, 036, 000 
Annual benefits: 
RRR SRV INGE oo se i on ocean eacmusepwabewmawen 633, 000 
DAN en CONS obi cian deca cans cine danewce 540, 000 
SIRRORIEAT ROTI RRO. 5 lc, ne dem enSacntannsemiyeab act 119, 000 
RR ENE occu cca ccc gine nna couucgeneeeaknees™ 15, 000 
Pann Ce cee Ges: POON ok es oe eee eae ew asa 15, 600 
Saviemes te ening DONE. 262. Sek h ck etek SRA 133, 400 
NI i a SI Ra aa 1, 456, 000 
PIR PA 2 st a 8 Soh ee ie eee ee 1, 4 


Remarks.—The committee favors strongly this deep-water channel 
into Matagorda Bay, with its use for handling bauxite ore, and notes 
that the local contribution follows present practices. 


PORT ARANSAS-CORPUS CHRISTI WATERWAY, TEX. 


MAIN CHANNEL AND OTHER CHANNELS 


(H. Doc. 361, 85th Cong.) 


Location.—The Port Aransas-Corpus Christi Waterway, which pro- 
vides deepwater channels to the ports of Harbor Island, Ingleside, 
La Quinta, and Corpus Christi, is located about 180 miles southwest 
of Galveston and 132 miles north of the mouth of the Rio Grande. 

Report authorized by.—Resolutions of the Committee on Public 
Works of the House of Representatives adopted September 27, 1951, 
and June 27, 1956. 

Existing project-—The authorized Federal project consists of a 
jettied entrance channel having a depth of 38 feet and width of 700 
feet decreasing to 36 feet and 600 feet wide; a channel 36 feet deep and 
400 feet wide across Turtle Cove and Corpus Christi Bay to a turning 
basin at Corpus Christi, thence 200 feet wide to Tule Lake and another 
turning basin. Other channels extend to turning basins at La Quinta 
Port Aransas, and Harbor Island. 

Plan of recommended improvement.—The proposed plan consists of 
deepening the outer bar channel to 42 feet, thence decreasing to 40 feet 
in the jetty channel and across Corpus Christi Bay to the Corpus 
Christi turning basin then to the Tule Lake Basin; deepen the chemical 
turning basin, dredged by local interests, to 40 feet; the industrial 
canal to be widened to 400 feet; construct the Viola Channel, 40 feet 
deep and 200 feet wide, 2.2 miles long from the Tule Lake turning 
basin to a basin of the same depth 700 to 900 feet wide and 1,000 feet 
long; the Jewel Fulton Canal to be enlarged to a depth of 12 feet, 
width of 100 feet, and 4,800 feet long to a turning basin. It is further 
recommended that the modification be authorized with the provision 
that local interests have the privilege of selecting the Clara Driscoll 
Channel in lieu of the Viola Channel at the time of construction at no 
additional cost to the United States. 
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Estimated cost.— 
DI sw ce rag men by eis & mo cot ne nt ene $6, 272, 000 


Non-Federal 


cnamuébncdhndass ndubateerwne Lee 1 1, 806, 600 
SOCRL. ...< 


1 Includes $1,372,000 cash contribution. 


she ows wa Sua we oe 8, 078, 600 


Local cooperation.—Local interests agree to (a) contribute in cash 
50 percent of the total cost of dredging and levee construction of the 
Viola Channel and turning basin, and such payments totaling an esti- 
mated $1,372,000 may be paid either in lump sum prior to construc- 
tion or in installments in accordance with construction schedules as 
required by the Chief of Engineers with final allocation of cost after 
actual costs have been determined; (6) furnish all lands, easements, 
rights-of-way, and spoil-disposal areas for construction and subsequent 
maintenance; (c) bear the cost of altering all utilities; and (d) hold and 
save the United States free from damages. 


PORT ARANSAS-CORPUS CHRISTI WATERWAY, TEXAS 
BRANCH CHANNEL TO LA QUINTA 
(S. Doc. 33, 85th Cong.) 


Location.—The Port Aransas-Corpus Christi Waterway provides 
deepwater channels from the Gulf of Mexico to the ports of Corpus 
Christi, La Quinta, Harbor Island, and Ingleside. It is located on 
the Texas coast about 180 miles southwest of Galveston and 132 
miles north of the mouth of the Rio Grande. 

Report authorized by.—Resolutions of the Senate Committee on 
Public Works, adopted March 12, 1956, and the Public Works Com- 
mittee of the House of Representatives, adopted June 26, 1956. 

Existing project.—Provides for a branch channel 5.9 miles long, 32 
feet deep, and 150 feet wide from the Corpus Christi channel (36- 
foot depth), mile 13.2 near Port Ingleside to a turning basin at La 
Quinta, 32 feet deep and 800 feet square. Local interests have 
dredged a channel 32 feet deep and 125 feet wide and turning basin 
to project size. 

Plan of recommended improvement.—Provides for enlargement of 
the La Quinta channel and turning basin by deepening the channel 
to 36 feet and widening in general to 200 feet, with suitable widening 
at curves; widening the channel to 300 feet between the most northerly 
curve and the turning basin; and by making the basin 36 feet deep, 
800 feet wide, and 1,000 feet long, with a flared approach 1,400 feet 
long. 

Estimated cost—Total project comprising both the authorized 
project and the recommended enlargement: 


Fob cEiia wn oh Wale Kamae o's CURA ao bee a ee eee ee ne eae $1, 489, 600 
vo Jt deste eeu ou 1, 489, 600 


DOWNS 6 ockn dudedancdsmeedseuneeenee eee eo 2, 979, 200 
Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil-disposal areas for use during construction and subsequent main- 
tenance; hold and save the United States free from damages; no dredg- 
ing shall be performed within 50 feet of any established pierhead line, 


27010—58 3 
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wharf, or structure; and, based on the ‘one user’ concept, that local 
interests shall contribute, in cash, 50 percent of the construction cost’ 
Presently, local interests have contributed $2,443,000 toward the cost 
of the proposed project which is $953,400 in excess of their 50 percent 
share ($1,489,600). 

Project economics.—Total project comprising both the authorized 
project and the recommended enlargement: 





Si eee ooo ci eae. oe eee ea $170, 300 
RENN 655 aks. occ a esd cae be ete Sbc dake DR wens $920, 000 
ER Ni as 0s send > talenpniiincda saccllbcase esha lan is aes anne ee oe 5. 4 

Remarks.—The committee notes the high economic ratio of this 


project and realizes the need therefor. The project has been 
ractically completed by local interests and is in operation. It is 
eing used by defense industries and for transporting bauxite ore to 
a Federal stockpile. The committee is cognizant of the remaining 
cost of $536,200 for completion of existing project, which with the 
amount of $953,400 reimbursement to local interests, rounded out to 
$954,000, constitutes the total Federal cost of $1,489,600 for the entire 
project. Reimbursement to local interests for their excess costs is 
believed justified in this case because of the special circumstances. 


FREEPORT HARBOR, TEX. 
(H. Doe. 433, 84th Cong.) 


Location.—Freeport Harbor is located 47 miles southwest of Gal- 
veston, Tex., and provides deep-draft navigation from the Gulf of 
Mexico to Freeport. 

Report authorized by—House Committee on Public Works resolu- 
tions dated September 27, 1951, and March 30, 1955. 

Existing project.—Provides for an outer bar channel in the Gulf of 
Mexico, 38 feet deep and 300 feet wide; a jetty channel 36 feet by 
200 feet to a turning basin near Brazosport; thence 36 feet deep and 
averaging 375 feet wide for 7,155 feet to an upper turning basin; 
thence 30 feet by 200 feet to a turning basin 30 feet deep by 500 feet 
square at Freeport, a total length of 43,285 feet. The project also 
provides for parallel jetties at the gulf entrance, a diversion dam in 
the Brazos River with a diversion channel to the gulf, and for neces- 
sary auxiliary works and a navigation lock in the diversion dam. The 
project channels and basins have been dredged to 32 feet over author- 
ized widths from the gulf to the upper turning basin and to 25 feet by 
200 feet above that point. The diversion dam and channel have been 
completed, 

Plan of recommended improvement.—Provides for realining existing 
38 feet by 300 feet outer bar channel on straight line with jetty chan- 
nel, and for Federal Government to assume maintenance of locally 
constructed channel, 30 feet by 200 feet by 2,790 feet long, and turn- 
ing basin 30 feet by 550 feet by 600 feet long. Recommendation is 
also made that the provision of local cooperation in House Document 
No. 1469, 63d Congress, 3d session, authorized by the Rivers and 
Harbors Act of August 18, 1917, requiring approval by the Secretary 
of the Army of port tariffs for terminal charges on Freeport Harbor, 
Tex., be revoked. 
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wae VSO 


® 


30 


he 
r- 
DY 
en 


ng 
n- 
lly 
mn- 

is 
ont 
nd 
iy 
or, 


RIVER AND HARBOR AND FLOOD CONTROL PROJECTS 27 
Estimated cost.— 


Federal Non-Federal Total 


ph ge | | ewer ere er oe ane ee $313, 000 None $313, 000 
OEE LE BOUND ted cebccccdsecdsnatuednesnccueeenn 317, 000 None 317, 000 


Note.—Cost of completing outer bar as authorized is estimated at $255,000 ($258,300, revised). Recom. 
mended realinement new work dredging will cost $58,000 ($58,700, revised) more than authorized work. 


Local cooperation.—Furnish necessary lands and spoil disposal areas 
and hold and save the United States from damages. 
Project economics.— 








Report Revised 
(October (January 
1954) 1956) 
RIED COIN iii stk asiccennnndscccnssmmaanscudnanimdaiatadiona $9, 000 $9, 000 
Annual benefits: Total (reduced navigation hazards) ......-...-.---.--.--..- $12, 000 $12, 000 
DO SNe Fin + ddiditcnwkicaabsvciccdcecccnwndccssdntetedtadenabdeumsddiods 1.3 1.3 


Remarks.—The committee believes this to be an economical project, 
as the elimination of the dog leg in the existing channel will permit 
easier navigation and less maintenance, including maintenance into 
the turning basin provided by local interests. 


MISSISSIPPI RIVER BETWEEN MISSOURI RIVER AND MINNEAPOLIS, MINN. 


DAMAGE TO LEVEE AND DRAINAGE DISTRICTS 


(H. Doc. 135, 84th Cong.) 


Location.—The Mississippi River has its source at Lake Itasca in 
northern Minnesota whence it flows in a general southerly direction to 
discharge into the Gulf of Mexico. The upper Mississippi River 
canalization project embraces that part of the river from Minneapolis, 
Minn., to the mouth of the Missouri River, a distance of about 660 
miles. House Document 135 concerns levee and drainage districts 
affected by pools 14 to 26, between Clirton, Iowa, and Alton, IIl., of 
the canalization project. 

Report authorized by.—Rivers and Harbors Acts approved August 
26, 1937, and March 2, 1945. 

Existing project.—Provides for improvement of a channel having 9 
foot depth and of adequate width for navigation by the construction 
of a system of 26 locks and dams of low heads, supplemented by chan- 
nel dredging. The establishment of the navigation pools has resulted 
in damage by seepage and backwater to a number of levee districts 
bordering the river. The existing project includes provision for annual 
payment to drainage districts to reimburse them for any increased 
costs of operation and maintenance due to the overation of the 
navigation pools over a period of not less than 5 years until such 
time as the average annual costs can be determined. Annual pay- 
ments for increased pumping costs have been paid by United States 
to 15 of the districts from 1936 to date. Lump-sum payments were 
made by the United States under authority of the act of August 26, 
1937, to 2 districts for remedial work related to this matter. 
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Plan of recommended improvement.—House Document 135 provides 
for payment of lump-sum amounts totaling $2,475,941 in final settle- 
ment to 17 drainage districts in pools 14 to 26, as representing the 
damages caused to those districts by operation of the navigation pools. 

Estimated Federal cost.—Project document (December 1951) (rounded 
figure), $2,476,000. 





MISSISSIPPI RIVER AT ALTON, ILL. 


COMMERCIAL HARBOR AND SMALL-BOAT HARBOR 


(H. Doc. 136, 84th Cong.) 


Location.—Alton, Ill.; located on east bank of Mississippi River, 
between miles 201.7 and 204.6 above mouth of Ohio River. Com- 
mercial harbor to be located immediately downstream of dam No. 26, 
mile 202.4; small-boat harbor to be located at mile 209.5, mouth of 
Piasa Creek. 

Report authorized by.—Resolution of Committee on Rivers and 
Harbors of the House of Representatives, February 28, 1945. 

Existing project—No existing Federal project for commercial or 
small-boat harbor at Alton. Existing project for navigation on the 
Mississippi River provides for 9-foot channel authorized by River 
and Harbor Act, July 3, 1930, as modified by River and Harbor Act, 
August 30, 1935. 

Plan of recommended improvement.—(a) Commercial harbor: Dredg- 
ing commercial harbor 9 feet deep extending about 2,600 feet along 
Alton waterfront below lock and dam No. 26. Facilities consist of 
decked railroad trestle, connecting truck trestle, bank protection, 
rehabilitated warehouse and access road. Federal work consists of 
only harbor dredging; harbor facilities to be constructed by local 
interests. (6) Small-boat harbor: Small-boat harbor consists of 
dredging an area 475 by 800 feet at mouth of Piasa Creek, mile 209.5, 
on land owned by the Federal Government. Project depth: 6 feet. 
Harbor to accommodate 300 small boats. 

Estimated cost.— 





Federal Non-Federal Total 

Commercial harbor: 

Project document (1951)_..-.--- éde ; aie $173, 000 $26, 500 $199, 500 

ie A cnet een ‘ . ‘ 246, 000 | 29, 500 275, 500 
Small-boat harbor: 

Project document (1951).......-.--- oven} 76, 210 51, 790 | 128, 000 

ar a eet le fa a i ll ; é mT 101, 000 66, 700 167, 700 

i 


Local cooperation.—(a) Commercial harbor: Furnish lands, ease- 
ments, and rights-of-way; hold and save the United States free from 
damages; establish public bodies to cooperate with the United States 
to operate facilities; suitable spoil-disposal areas; provide and main- 
tain adequate public terminal and transfer facilities, including ma- 
terial-handling facilities, mooring facilities, railroad and truck trestles, 
bank protection, warehouse, access road, parking area, railroad, 
and police and fire protection, open to all on equal terms; accomplish 
all necessary alterations to water-supply lines, drainage facilities, and 
utilities; and establish properly constituted body having authority 
to cooperate financially and to operate essential facilities. (6) Small- 
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boat harbor: Furnish lands, easements, and rights-of-way; hold and 
save the United States free from damages; establish public bodies to 
cooperate with the United States to operate facilities; usual require- 
ments; provide suitable spoil-disposal areas; provide and maintain 
surfacing of parking and service areas, an access road, utilities, an 
administration building; provide and maintain self- liquidating items, 
such as public landing, fuel and service equipment, basin floats and 
anchorages, marine railway, boat-storage facilities, etc.; contribute in 
cash 19 percent of first cost of harbor dredging and bank protection 
work ($22,700, January 1, 1956); establish a properly constituted 
public body having authority to cooperate financially and to operate 
essential facilities, and, upon payment, to accept a deed from the 
United States conveying the fee title for Government-owned lands 
subject to flowage easement. 
Project economics.— 























Project document Current 
on penance SSD 
| Federal Non- | Total Federal | Non- Total 
| Federal Federal 
ieiaes ] charges | | | 
f al charges: 
Commercial harbor. .............--- $11,725 | $1,080 $12, 805 $14, 150 $1, 040 $15, 190 
Small-boat harbor. -...- | 3,662] 3,550) 7,212 4,290 | 3,860 8, 150 
Annual benefits: | | i 
Commercial harbor: Transportation | | 
savings. -- pssiilcic macau COE Picmaccenan 4 { ee 
1all-boat harbor: Recreational boat- | 
gente phe es damage raelaa stenvoaenl Saeeee Boltiodson CREB Biteintbicns 
3enefit-cost ratio: —T* if on | 
Commercial harbor..........- aa tecedicen ous eeeaceaane BO Lone > Y eee 
Small-boat harbor-. ptr eaniinne ie aie aiare ees tiwrelains cancel Bed Nitric 5.7 | os Pe 
| | | 











Remarks.—The committee notes the urgent need for the small-boat 
harbor at Alton, and that the total non-Federal costs amount to 
$66,700 for meeting the requirements of local cooperation. It believes 
that this large percentage of the overall cost of the project is adequate 
to cover the costs attributable to provision of recreational facilities. 


MISSISSIPPI RIVER BETWEEN MISSOURI RIVER AND MINNEAPOLIS, MINN. 
IMPROVEMENT OF BEAVER SLOUGH AT CLINTON, IOWA, FOR NAVIGATION 
(H. Doc. 345, 84th Cong.) 


Location.—Beaver Slough is located along the right bank of the 
Mississippi River between river-miles 512.7 and 517.5 above the 
mouth of the Ohio River. It is separated from the Mississippi River 
main channel by Beaver Island and lies in pool No. 14 of the canalized 
river. Upstream portions of Beaver Slough and Beaver Island are 
also within the corporate limits of the city of Clinton, Iowa. 

Report authorized by—House Committee on Public Works resolu- 
tion, April 22, 1947. 

Existing project—None specifically for Beaver Slough. 

Plan of recommended improvement.—To provide for the improve- 
ment and maintenance of Beaver Slough to a depth of 9 feet and 
width of 150 feet, with a regulating structure at the head of Beaver 
Island to provide ‘adequate de »pths for commercial tows. 
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Estimated cost.— 


Federal Non-Federal Total 


Project document (May 1954)..................-....-----.-..- $230, 000 (4) $230, 000 
IRS esc PActiceniccetadincoeethacdadieeienace whan aed ack 241, 000 () 241, 000 


1 Indeterminate; not estimated. 


Local cooperation.—Furnish lands, easements and rights-of-way, 
and spoil-disposal areas required for the construction and maintenace 
of the project; hold and save the United States free from damages 
resulting from construction and maintenance of the project; maintain 
without cost to the United States adequate public terminal facilities 
open to all on equal terms; and accomplish without cost to the United 
States any necessary alterations to sewers and other facilities, includ- 
ing aerial and submarine crossings. 

Project economics.— 


Project Current 
document 
Annual charges.._.........-.- ai Goaghaieriinmaneneione ial oad Sieg aon ao $9, 416 $9, 758 
Annual benefits (savings in transportation costs): 
From prospective new commodities. ............-.---- akan sansa 17, 000 (4) 
EE SONOIRS GUUTIOING occ cnccctcincenccsanvnwonecceua pechalbae eee 26, 215 (4) 
Ra aase Cabo adchuddlnheeaaPoday sae abaadonebnamaedaaee ee a oe 
PNR DINO iiss civicncevecnminnactiawsdadUapictenedeuicszanededask’l 4. 60 4. 43 


1 No change. 


Remarks.—The committee believes this project warranted to 
provide a navigable channel in Beaver Slough to correspond with the 
existing project on the Mississippi River nearby. 


REPORT ON DAMAGES AT CLINTON, IOWA 
(H. Doc. 412, 84th Cong.) 


Location.—Clinton, Iowa, is located on right bank of Mississippi 
River about 25 miles upstream from Mississippi River lock and dam 
No. 14. 

Report authorized by.—House Committee on Public Works, March 
16, 1954. 

Existing project——Provides for the improvement of the upper 
Mississippi River between Minneapolis and the mouth of the Missouri 
River, to provide a channel 9 feet deep and of adequate width for } 
navigation by construction of 26 locks and dams of low heads. The : 
damages caused at Clinton by the navigation project were considered | 
in S. 197, 80th Congress, Ist session. River and Harbor Act approved , 
May 17, 1950, authorized payment of $257,770 (based on April 1946 
price levels) to the city. Appropriation was made in Civil Functions 
Appropriation Act of 1952, and payment to the city was made in 
February 1952. The remedial works constructed by the city were at a 
greater cost than the amount received by the United States, due in 
large part by the general rise in costs between the time of the estimate 
(1946) and the time of the actual payment (1952) by the United States. 
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Plan of recommended improvement.—Based on February 1952 price 
levels, the Chief of Engineers finds that the exact amount of damage 
caused at Clinton, Iowa, by construction and operation of lock and 
dam No. 14 is $404,570, which exceeds by $146,800 the amount 
previously paid to the city by United States. It is therefore proposed 
to make additional compensation to the city of Clinton in the amount 
of $146,800 as a supplemental payment to adequately compensate 
them for the first cost of construction, capitalized annual depreciation 
costs, and capitalized operation and maintenance cost. 

Estimated cost.— 





Federal Non-Federal Total 


Project document (February 1952) eae ih cases cit $147, 000 None $147, 000 
CURTGE COUIIIGS * caicinic cs oceussvcatavaeeiakeaunseeee 147, 000 None 147, 000 


1 No revision necessary; the city of Clinton has agreed that the figure is equitable. 


Local cooperation.—None, except that the payment will be contin- 
gent upon the city of Clinton furnishing an agreement satisfactory 
to the Secretary of the Army, releasing and discharging the United 
States from any and all past and future claims for damages heretofore 
or hereafter sustained by said city as a result of construction of 
pool No. 14 and operation thereof at authorized maximum pool levels. 


MISSISSIPPI RIVER, ST. LOUIS, MO., TO LOCK AND DAM NO. 26 


(S. Doc. 7, 85th Cong.) 


Location.—This section of Mississippi River extends from about 
northern boundary of St. Louis (mile 190.3) to lock and dam No. 26 
(mile 202.7) at Alton, Ill. 

Existing project—Authorizes improvement of Mississippi River 
under following River and Harbor Acts: 

(a) January 21, 1927; channel 9 by 300 feet, Ohio River to northern 
boundary of St. Louis. 

(b) July 3, 1930; channel 9 by 200 feet, northern boundary of St. 
Louis to Grafton, Il. 

(c) August 30, 1935; 9-foot channel with adequate widths by a 
system of locks and dams, between mouth Missouri River and 
Minneapolis, Minn. 

(2) March 2, 1945; improvement of Chain of Rocks near St. Louis. 

Plan of recommended improvement.—When combined low-water flow 
of Missouri and upper Mississippi Rivers becomes less than 63,000 
cubic feet per sec ad, deficient depths occur over the lower miter sills 
at lock and dam No. 26, causing serious hindrance to through naviga- 
tion. Proposed low-water, fixed-crest, rock-fill dam would provide 
minimum 9-foot clearance over lower miter sills of locks No. 26. 
Bank revetment on Illinois shore (left bank) included in project. 

Estimated cost.— 








Federal Non-Federal Total 
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Local cooperation.—None required. 

Project economics.— 
Pee ee cea e So Shes Bee es te Ne ee ode d $516, 000 
Annual benefits: Include elimination of light loading; transfer of 

cargo; time loss awaiting lockages; delayed cargo deliveries, etc_. $2, 570, 000 
Ps tiicicdhienvanminned gua mo wamttiainnn obetie 5. 0 

Remarks.—The committee considers this project as an emergency. 
During long periods in recent years, the depth of water over the 
lower sill at the Alton Lock has been as low as 6% feet. All barged 
traffic up and down the Illinois and Upper Mississippi Rivers must 
pass through the lock. ‘This traffic now amounts to about 32 million 
tons annually. Loss of barge capacity by underloading increases 
transportation costs and results in loss of water navigation benefits. 


ST. ANTHONY FALLS, MINNEAPOLIS, MINN. 
(H. Doc. 33, 85th Cong.) 


Location.—North central portion of Minneapolis on the Mississippi 
River. 

Report authorized by.—House Public Works Committee resolution, 
August 17, 1954. 

Existing project—The project as authorized by the River and 
Harbor Act approved August 26, 1937, provides for an extension of 
4.6 miles by means of locks and dams of the 9-foot channel above St. 
Anthony Falls to the Soo Line Railroad bridge in north Minneapolis. 
The existing project has been restudied by the Chief of Engineers. 
He finds that the project is meritorious and recommends its comple- 
tion. 

Plan of recommended modification —Provides for modification of the 
existing project with regard to extension above the lower Northern 
Pacific Railway bridge in Minneapolis to delete the provision for a 
bridge clearance of 26 feet above the 40,000 cubic feet per second 
stage and to provide such vertical clearances as may be advisable. 

Estimated cost.—The recommended bridge modification will not 
result in any increased costs to the United States 


| Federal aoa, Total 
| 
Fi | | 
Total project cost é _-| $30, 945, 000 $3, 120, 000 = 065, 000 
Remaining cost--_--- a , -| 19, 893, 000 1, 611, 000 | 504, 000 
' 





Local cooperation.—As stipulated in the existing project. 

Remarks.—The committee draws attention to the recommendation 
of the Chief of Engineers that the authorized project for extension of 
navigation above St. Anthony Falls be completed. The committee 
is completely in accord with this recommendation noting that no 
benefits will result if the project is stopped at this time. The com- 
mittee therefore recommends completion of the project, and notes that 
this modification applies only to bridge clearances and does not in- 
crease the cost of the project; in fact it will reduce the estimated costs 
in excess of $1 million. 
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MINNESOTA RIVER, MINN. 
(S. Doc. 144, 84th Cong.) 


Location.—The proposed improvement includes the lower 14.7 miles 
of the Minnesota which enters the Mississippi River at St. Paul, Minn., 
844.0 miles above the mouth of the Ohio River. 

Report authorized by.—Rivers and Harbors Act, March 2, 1945. 

Existing project.—Provides for maintenance of 4-foot channel from 
mouth to Shakopee (mile 25.1). 

Plan of recommended improvement.—Provides for dredged channel 
9 feet deep, 100 feet wide; maximum width, 285 feet at bends from 
mouth to mile 14.7. 

tstimated cost.- 


Non-Federal 


| Federal Total 








Survey report (February 1952) 
January 1956_. 


17 
544, 000 





$2, 178, 000 | $125, | $2, 303, 000 
2 | 2 


Local cooperation.—Furnish lands, easements, rights-of-way; hold 
and save the United States free from damages; make necessary changes 
in roads; the Chicago, Milwaukee, St. Paul & Pacific Railroad to main- 
tain fender protection to be provided at its bridge (mile 1.6); lowering 
of submarine cables and pipelines by owners at their expense. At time 
of submission of report to Congress, February 16, 1954, no local body 
had been found which would assume responsibility, however, for the 
above requirements. Local interests are now actively engaged in 
forming a watershed district which will be capable of, and willing to, 
assume the local cooperation requirements. 

Project economics.— 


|Survey report| January 1956 





Annual charges.._...........-- Dahigs cohtichan $115, 300 $129, 300 
Annual benefits: | 
Grain-shipment savings_- -- : ae cual 190, 700 190, 700 
Petroleum-shipment savings... ; bimiqdteseieiaie nail 25, 300 25, 300 
Coal-shipment savings_... sfecginethidataletiaion | 186, 000 186, 000 
Elimination, bank erosion gaks nna egteteot 900 | 900 
402, 900 ] 402, 900 
Benefit-cost ratio nadie ‘ sal 7 3.49 | 3.12 





Remarks.—An unfavorable report was submitted to Congress by 
the Chief of Engineers because at that time local interests were unable 
to organize and furnish the items of local cooperation, although the 
project was amply justified at that time. There is a need for a modern 
waterway on the Minnesota River. The project cost is amply 
justified by the indicated benefit-cost ratio of 3.1 to 1.0. Local 
interests reaffirmed that the required items of local cooperation would 
be fulfilled. Local interests have dredged a temporary channel over 
which 6,500 tons of petroleum products have moved during the year, 
and the committee recommends extension of the channel 0.5 mile 
upstream beyond that recommended in the report. 
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VERMILION HARBOR, OHIO 
(H. Doc. 231, 85th Cong., Ist sess.) 


Location.—Vermilion Harbor, at the mouth of Vermilion River, is 
on the south shore of Lake Erie, about 30 miles west of Cleveland. 

Report authorized by.—River and Harbor Act approved March 2, 
1945. 

Existing project.—Provides for 2 parallel piers, 125 feet apart, with 
an aggregate length of 2,200 feet extending from the shore at the 
mouth of the river to a natural depth of 10 feet in the lake, and 
a channel 100 feet wide and 12 feet deep between the piers and beyond 
to deep water in the lake. 

Plan of recommended improvement.—Modification of the existing 
project to provide for a new entrance, 150 feet wide about 500 feet 
lakeward of the outer end of the east pier, formed by two overlapped 
arrowhead breakwaters, one about 725 feet and the other about 225 
feet long; and extension of the channel for a width varying from 
100 feet to 80 feet at a depth of 8 feet below low water datum in the 
river upstream of the existing project to the Liberty Street Bridge. 

Estimated cost.— 


a ee ee a ee ee ee, oe a eee _ $474, 000 
PROIROUOUA | 5 de cle cccnbdoece td oues see See kWeakewaews 1 365, 300 


RNIN 8 i cai Schwab oat koge aia a TS ee cad ce 839, 300 


! Cash contribution, $343,000. 


Local cooperation.—Local interests are required to (a) furnish with- 
out cost to the United States all necessary lands, easements, rights-of- 
way, and spoil-disposal areas for the construction and maintenance of 
the project, when and as required; (6) hold and save the United States 
free from damages due to the construction and maintenance of the 
project; (c) provide and maintain necessary mooring facilities for 
transient craft, including a public landing, open to all on equal terms; 
(d) establish a competent and properly constituted public body 
empowered to regulate the use of the harbor facilities with the under- 
standing that the facilities shall be open to all on equal terms; (¢) make 
necessary alterations to utilities including the submarine cable 
crossing; and (f) contribute in cash 42 percent of the initial cost 
of constructing the breakwaters and channel, a contribution presently 
estimated at $343,000. 

Project economics.— 


Annual charges__--- ci is wo Seva as a na en sie mae aware ae $34, 760 
PN. wal a eee Dae eka eee a ee $107, 700 
OR PERG os Sis ec eaters Ow a wane eens eens 3. 1 


OHIO RIVER AT GALLIPOLIS, OHIO 
(H. Doc. 423, 84th Cong.) 


Location.—Gallipolis is situated on the right bank of Ohio River 
in Gallia County, Ohio, 269.5 miles below Pittsburgh, Pa. 

Report authorized by.—House Committee on Public Works resolu- 
tion, June 25, 1952. 
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Existing project.—There is no existing project for protection of 
caving banks at Gallipolis, Ohio. 

Plan of recommended improvement.—Partial restoration of 300-foot 
section of eroded river bank, including rock and earth fill, and pro- 


tection against wave wash and scour by means of a layer of dumped 
rock. 


Estimated cost.— 





Federal Non-Federal Total 


Project document--._...........--.-.-- tectbcesdnburedectheues $66, 000 }...--- pats $66, 000 


Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way necessary for construction of the 
project; release and discharge the United States from claims for dam- 
ages; maintain the project; and bear the cost of necessary sewer, 
drain, and utility changes. 

Project economics.—Annual charges and benefits and a benefit-cost 
ratio were not estimated because the future natural rate of recession 
of the top of bank to be protected cannot be predicted with certainty. 
Project will protect against loss of property evaluated at $77,800. 


LICKING RIVER, KY. 
(H. Doc. 434, 84th Cong.) 


Location.—The Licking River is tributary to the Ohio River at 
Covington and Newport, Ky., opposite Cincinnati, Ohio. 

Report authorized by—House Committee on Public Works resolu- 
tion, March 16, 1954. 

Existing project.—There is no existing project for navigation in the 
lower reach of Licking River. However, backwater from the 9-foot 
Ohio River canalization project provides navigable depths in that 
reach. 

Plan of recommended improvement.—Provides for maintenance of 
navigable depths in Licking River to a point 2.8 miles above the 
Ohio River sailing line. (Report price levels same as current prices.) 





Average annual cost of maintenance 














Federal Non-Federal Total 
iis slashes Unde ea -|—— lh sincioeniietces inmate 
Project document ; area eae $1, 000 = $1, 000 

Local cooperation.—None required. 

Project economics.— 
PORE: CRONIN sad Shins wi bs atte & sadn aes ataie tiei sss sicteae ia oe $1, 000 
Annual benefits: Reduction in transportation costs and damages due to 

NG, 6 once co cigendincbcnndeendebiabas ce ene $7, 000 
Deneht-coct rate. .....2.6.. ccs ddliiiwededdbdadlccdvadanacb eee kenuen 7.0 


Remarks.—There is now considerable traffic on Licking River. 
Completion of the Markland Lock and Dam will raise the water level 
up the Licking River. Maintenance and clearing and snagging is 
believed desirable. 
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SAXON HARBOR, WISCONSIN 
(H. Doc. 169, 85th Cong.) 


Location.—Located on the south shore of Lake Superior about 27 
miles southwest of Bayfield, Wis. 

Report authorized by.—Resolution of the Committee on Rivers and 
Harbors of the House of Representatives adopted November 30, 1945. 

Existing project.—None. 

Plan of recommended improvement.—Construction of a new break- 
water 605 feet long; replacement of an existing west pier by a new 
breakwater 356 feet long; removal of 100 feet of the existing east pier; 
dredging of outer channel 10 feet deep, varying in width from 100 feet 
at its outer extremity to 50 feet at the entrance to the inner basin; 
dredging of irregularly shaped inner basin 8 feet deep and 2 side 
channels 50 feet wide, one 400 feet long and the other 100 feet long; 
and the improvement of the diversion of Oronto Creek to Parker’s 
Creek. 

Estimated cost. 


| | 
Federal | Non-Federal | Total 


Project document-.--_- iid bebcanevbanti nate | $393, 500 1 $40, 000 | $433, 500 
| 





1 Includes $39,000 cash contribution. 


Local cooperation.—Furnish without cost to the United States all 
lands, easements, rights-of-way, and spoil-disposal areas necessary 
for construction of the project and for subsequent maintenance, when 
and as required; hold and save the United States free from damages 
due to construction and maintenance of the project; maintain without 
cost to the United States the public wharf on the east side of the exist- 
ing harbor basin, including an access road thereto, open to all on equal 
terms; maintain the Oronto Creek diversion channel; establish a 
competent and properly constituted public body empowered to regu- 
late the use of the harbor facilities which shall be open to all on equal 
terms; and make a cash contribution equivalent to 9 percent of the 
first cost of breakwaters, piers, and dredging, presently estimated at 
$39,000. 

Project economics.— 

Annual charges__--_- -- $19, 030 


Annual benefits- _ _ _- “i bs Si can oR ar reg es a A RR RS $24, 790 
Benefit-cost ratio_____- ip cc Bi hale ce a ee te ee 13d 


within a radius of more than 20 miles of the harbor. 


TWO RIVERS HARBOR, WIS. 
(H. Doc. 362, 84th Cong.) 


Location.—Two Rivers Harbor is at the city of Two Rivers, Wis., 
which is at the mouth of Twin Rivers on the west shore of Lake 
Michigan, about 82 miles north of Milwaukee, Wis. 

Report authorized by—House Public Works Committee resolution 
August 16, 1950. 

Existing project—Provides for 2 entrance piers and channel 18 
feet deep from Lake Michigan to confluence of East and West Twin 
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Rivers, about 1,000 feet inland from the Lake Michigan shoreline; 
inner basin 18 feet deep at confluence; and wave stilling basin on left 
bank of entrance channel. Project is about 88 percent complete. 
Plan of recommended improvement.—Part A extends existing project 
300 feet up West Twin River at 18-foot depth, channel limits to be 
parallel to adjoining docks; part B provides channel 100 feet wide 


and 10 feet deep in East Twin River from upper limit of existing project 
to 22d Street bridge. 
Estimated cost.— 





Federal Nonfederal | Total 





Part A: 
Report (March 1954) ae <adiebatiedeasdaaanial BOB cainciirtnnnivaestnaes $13, 500 
January 1956.- miei taadieih ; antecideitinigtiplenlimaint EON Lacwotectensene 14, 700 
Part B: 
Report. -- aw aime diame hs oe. naan 47, 000 $15, 000 62, 000 
January "1956 __- ivhndtitnensasbudvedinaducatanmbeuinl 51, 300 16, 400 67, 700 





Local cooperation. —Local interests required to provide without cost 
to United States all necessary lands, easements and rights-of-way; 
and hold and save the United States free from damages. Also required 
to perform lowering of submarine water main crossing in East Twin 
River at 21st Street. 

Project economics.— 











Report Current 
(March (January 
1954) 1956) 
RE GN: DEE Bi iainccdatameinmbindncayandadamnuin soiestetalaae elenicaion $2, 000 $2, 200 
Annual charges, part B aa ; ra ahaa eae $6, 100 $6, 600 
Annual benefits, part A: Savings in transportation of petroleum products-_--. $9, 300 $10, 100 
Annual benefit, part B--.-- ; heaton plain aed en ddeewenhen aaa $7, 700 $8, 400 
Benefit-cost ratio, part A..--- wanders town anbaivaeoaess wadbiemiaaasacam Sia a a 4.7 4.6 
Pee ies TEbae, DOIG Ba noc cscccaneeekenie mechs ns ene eaeeebeee 1.3 1.3 
Remarks.—The prospec tive benefits amply justify further improve- 


ment of the harbor. The improvement is necessary to provide a safe 


and convenient harbor for the numerous fishing vessels operating on 
East Twin River. 


PORT WASHINGTON HARBOR, WIS. 
(H. Doc. 446, 83d Cong., 2d sess.) 


Location.—In city of Port Washington, Wis., on west shore of Lake 
Michigan, about 29 miles north of Milwaukee, Wis. 

Report authorized by —House Public Works Committee resolution, 
April 13, 1948. 

Existing project—Provides for north breakwater 2,537 feet long; 
south breakwater 456 feet long; outer turning basin 21 feet deep and 
750 feet wide; entrance channel 21 feet deep, and 2,400 feet long 
through south side of basin; west inner basin 140 feet wide, 490 feet 
long, and 18 feet deep; north inner basin 190 feet wide, 750 feet long, 
and 18 feet deep. Project was completed in 1936. 

Plan of recommended improvement.—Provides for lengthening north 
breakwater about 1,280 feet; placing rubble on both sides of north 
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breakwater; raising top of north caisson breakwater from +8 to +10 
feet (L. W. D.); removing 456 feet of south breakwater; enlarging 
outer turning basin by deepening 150-foot wide strip on west side 


to 21-foot depth: and relocating channel lines to correspond with 
improvements. 


Estimated cost.— 


Federal Non-Federal Total 


Original estimate: ! 


Report (January 1953)_.......-.-. ue aScepmene <a eieene $2, 550, 000 $160, 000 $2, 710, 000 

ON , eee aa eae tetas 2, 931, 700 184, 600 3, 116, 300 
ureau of Budget recommendation: 3 

Report ee eae tet Samoiaaaa ee 1, 511, 400 1, 163, 600 2, 675, 000 

PNET Blancs scknoeisbhasinsiucuadhadiadesuagapeiennen 1, 760, 700 1, 355, 600 3, 116, 300 


1 Reporting officer estimated that local benefits would comprise 6 percent of total benefits, hence non- 
Federal cash contribution would be 6 percent of total first cost. 


2 Non-Federal cost based on cash contribution by local interest of 4344 percent of total first cost, as noted 
in paragraph on comments of Bureau of Budget below. 


Local cooperation.—Local interests required to (a) provide without 
cost to United States all necessary lands, easements and rights-of-way ; 
and (6) hold and save the United States free from damages. Also 
required to provide cash contribution equivalent to 6 percent of first 
cost (based upon allocation as determined by reporting officer) or 
43% percent (based upon recommendation of Bureau of Budget, see 
paragraph following). 

Project economics.— 








Report Current 
rn a iin iarulero ene ne eee ae eh Nenea suo enna $97, 500 $112, 180 
Annual benefits: 
 ennen GIO NIID oo Ss Con coc cw ec cecccune sce piemiaseiniels uagtecceeonant 60, 000 69, 000 
a ne Sink wep pinnae bbennt ahaa 13, 000 14, 950 
Reduced dock damage during rough weather..._____- Se ea 200 230 
Savings-vessel turnings __- Sannune adnate 2, 500 2, 800 
Reduced dock damage by improv ved turning conditions.....------------- 1,975 2, 270 
Reduced damage and lost time, fishing vessels.............--....--.----- 7, 725 20, 380 
ee re ee aaa 3, 350 3, 850 
Value-harbor of refuge. caiemncis bald cick kaka cate ane 5, 000 5, 750 
tit tage ce ahi lninieeteknin3be cae Signe hananiiennei abana Ameena $103, 750 $119, 310 
SPOTS HON cota hn ss 30 sincecnsncenauubacdadsenexabaduck hingun teddies | 1.06 1.06 





Comments of Bureau of Budget.—No objection to submission of re- 
port to Congress; however, the Bureau noted that (a) major part of 
benefits would accrue to single private beneficiary (Wisconsin Electric 
Power Co.), necessitating a larger local cash contribution than stipu- 
lated in Corps of Engineers report, and (b) recreational benefits do not 
appear to be adequately documented; hence authorization of the proj- 
ect would not be in accord with the program of the President. If the 
aforementioned public utility is considered as a “‘private interest,” as 
recommended by the Bureau, the cost allocation would be made on the 
basis of proportional benefits. Benefits to said utility, resulting from 
savings in fuel transportation, comprise 75 percent of total estimated 
benefits. Based upon precedent in similar cases, the local cash con- 
tribution would be equal to one-half of this percentage, or 37% percent 
of the total first cost. With the 6 percent allocation arising from 
recreational benefits, the total contribution would be 43% percent of 
first cost. 
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The committee is of the opinion that a position between these two 
extremes would be equitable and believes that a local contribution of 
30 percent of the first cost instead of 43% percent would be appropriate 
and has so included the provision in the bill. The total Federal first 
cost on this basis would then become $2,181,000. 


ST. JOSEPH HARBOR, MICH. 
(S. Doc. 95, 84th Cong.) 


Location.—St. Joseph Harbor is located on the east shore of Lake 
Michigan at the mouth of the St. Joseph River, about 60 miles easterly 
of Chicago, Ill. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, January 22, 1954. 

Existing project—Provides for protecting the mouth of the St. 
Joseph River by 2 piers extending into Lake Michigan; a channel 21 
feet deep from Lake Michigan to the mouth of the Benton Harbor 
Canal, a length of about 6,900 feet, generally 215 feet wide; for a 
channel in the Benton Harbor Canal for a length of 2,800 feet, to a 
depth of 18 feet and a width of 80 feet; and for a turning basin on 
the north side of the channel; and that the turning basin on the south 
side be eliminated from the project. 

Plan of recommended improvement.—Provides for continued mainte- 
nance to a depth of 18 feet in the old turning basin. 

Estimated cost.—No additional cost for new work. 

Local cooperation.—None required. 

Project economics.— 


| 
Project | Current 
document 





$300 | $300 


IE Gis: an cd annie bhdebdonukdssend can bees 
Annual benefits_ -. $500 $500 
Benefit-cost ratio..........--- 1. 67 1. 67 








Remarks.—The expanding industrial activity at this location neces- 
sitates continued maintenance of the turning basin. 


ROUGE RIVER (OLD CHANNEL), MICH. 
(H. Doe. 135, 85th Cong.) 


Location.—Rouge River, in southeastern Michigan, joins the Detroit 
River between the cities of River Rouge and Detroit. 

Report authorized by.—Resolution of the House Public Works 
Committee, adopted March 16, 1954. 

Existing project—Provides for a channel 21 feet deep from the 
Detroit River via the Short Cut Canal together with various widths 
and depths, including a turning basin 21 feet deep near the upper end 


of the project. It also provides for improvement of Old Channel 
from the Detroit River to the Short Cut Canal. 
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Plan of recommended improvement.—Provides for a channel 21 feet 
deep and 100 feet wide and widening to 150 feet at 2 bends, in the 
Old Channel, from its junction with the Short Cut Canal to the 
north property limit of the Peerless Cement Corp. 

Estimated costs: 


| 
Federal Non-Federal Total 


Project Document..--...-------- coceccccececeeeceeeeeee.| $101,500} 1 $170, 500 $272, 000 
| } 


1 Includes $101,500 cash contribution. 


Local cooperation.—Lands, easements, and rights-of-way and spoil- 
disposal areas; hold and save United States free from damages; make 
a cash contribution equal to 50 percent of the cost of construction 
presently estimated at $101,500; dredge and maintain the area be- 
tween the Federal channel and the wharves along the channel and 
provide and maintain a steel-sheet-pile bulkhead to protect property 
of the Allied Chemical & Dye Corp. 

Project economics.— 


Annual charges___--_- 3 wre $11, 520 
Annual benefits _ _ _ __- ._. $15, 330 
Benefit-cost ratio ; ; ee BA ae L. 33 


Remarks.—The committee haned testimony regarding the need for 
modification of the existing project. Local interests are required to 
contribute 50 percent of the total cost of construction. 


CLEVELAND HARBOR, OHIO 
(H. Doe. 107, 85th Cong.) 


Location.—Cleveland Harbor, at the mouth of Cuyahoga River, is 
on the south shore of Lake Erie in northeastern Ohio, about 176 
miles southwest of Buffalo, N. Y. 

Report authorized by.-—Resolutions of the Committee on Rivers and 
Harbors and the Committee on Public Works of the House of Repre- 
sentatives, adopted December 28, 1946, and July 13, 1949, respectively. 

Existing project.—Provides for a harbor area of about 1,300 acres in 
the lake, including an entrance channel, all protected by breakwaters, 
with ee varying from 23 to 25 feet; in the Old River for depths of 
21 and 23 feet and for widths from 130 to 325 feet for a distance of 
1 mile; in the Cuyahoga River for a depth of 23 feet with widths of 
130 to 325 feet for a distance of 5.8 miles and a enmien basin at mile 
4.8 with a depth of 18 feet; and replacement of certain bridges over 
the channels. 

Plan of recommended improvement.—Provides for a channel generally 
500 feet wide and 25 feet deep through the east basin of the outer 
harbor; replacement of the Erie Railroad bridge over the Cuyahog: 
River at mile 4.1 and widening of the channel at that point, with 
elimination of the reconstruction of the east pier of the bridge as now 
authorized for the existing project; and replacement of the Baltimore 
Ohio Railroad bridge over Old River near its mouth and the Willow 
Avenue highway bridge about 800 feet above the mouth; and widening 
of the channel at 4 locations in the lower 2,000 feet of the river. 
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Estimated costs.— 


| Federal | Non-Federal Total 
} 


Peeled Gem <5. cccncddnesscintcictadaeeeeeee | $14,927,000 | $3, 596, 000 $18, 523, 000 
| 


Local cooperation.—Furnish lands, easements and _ spoil-disposal 
areas; dredge between new channel limits and terminal facilities; con- 
struct all bulkheads except at bridges; alter and maintain all utilities; 
and hold and save the United States free from damages. 

Project economics. 


Annual charges__- . A $585, 100 
Annual benefits zt u.acw $2, 633, 500 
Bene&ht-eost ratio. ....< cass dinwicia ed vide ee eee eo Oe ee 4.5 


Remarks.—The committee notes that the improvement recom- 
mended by the Chief of Engineers will permit vessels of deeper draft 
to make use of the channel through the east basin as an alternative 
entrance to the harbor and will also permit the use of the inner harbor 
by vessels of greater length and deeper draft than are able to enter 
under the existing project. The committee notes the unusually high 
benefit-cost ratio of 4.5. 


TOLEDO HARBOR, OHIO 
(H. Doc. 436, 84th Cong.) 


Location.—Toledo Harbor is located at the westerly end of Lake 
Erie, 99 miles westerly from Cleveland, Ohio. 

Report authorized by.—House Public Works Committee, April 21, 
1953. 

Existing project—Comprises the lower 7 miles of the Maumee River 
and a channel extending 17 miles from the mouth of the river through 
Maumee Bay to the 25-foot depth contour in Lake Erie. The project 
is substantially complete except for the removal of the center dike 
and widening at the mouth authorized by the Rivers and Harbors 
Acts of September 3, 1954, and May 17, 1950, respectively. 

Plan of recommended improvement.—Provides for additional im- 
provements as follows: (a) Triangular widening of 22.4 acres to a 
depth of 25 feet opposite the docks of the Lakefront Dock & Terminal 
Co.; (6) a turning basin in Maumee River opposite the drydocks of 
the American Shipbuilding Co. 

Estimated cost.— 











Federal | Non-Federal Total 
— — _ — — — _ |-———————_—_——_- 
(a) Project document (September 1955) - ictal, is ee | I ide aes a $786, 000 
Jan. 1, 1956 sa ‘ ----| TOR OO Loon 786, 000 
(b) Project document (September 1955) ; ‘ ateal WOE Eacansntiuseskios 73, 000 
; es Seer 4 ve ‘ 2 innnaee 73, 000 pinheee adenine 73, 000 


Local cooperation.—F urnish spoil-disposal areas for material exca- 
vated from widening opposite the American Shipbuilding dock; and 
hold and save the United States free from damages due to the con- 
struction works. 


27010—58——-4 
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Project economics.— 








Project Current 
document 


Annual charges: 


Rit tala cnirhn ddim eb esictenmnc ih kin stnwaaeia eae aas etc alk todt itl $33, 945 $33, 945 

eS i sel cates tind nia caketia ries Aas mio a nee hate eka ete amae 4, 160 4, 160 
Annual benefits: Elimination of damages: 

a ee da 37, 500 37, 500 

ON a eee cise winch dia mio talaival nasal aedincehas ake ord es I ao aaa are $8, 000 $8, 000 
Benefit-cost ratio: 

Dk aa a ees i ci ac tcc se sec eed tts sac ea i atenolol 1.10 1.10 

a kts ieccddcnndesudad nwasiuatecnwas caekgheeEeetninaeseebaveane ae é 1. 92 1. 92 


Remarks.—The additional work in Toledo Harbor is needed to 
prevent damages to longer and deeper-draft vessels using the port, and 
to make the repair facilities more readily available. 


IRONDEQUOIT BAY, N. Y. 
(H. Doc. 332, 84th Cong.) 


Location.—South shore, Lake Ontario, 4 miles east of Rochester 
Harbor, N. Y. 

Report authorized by.—Section 7, River and Harbor Act of July 24, 
1946. 

Existing project—None. 

Plan of recommended improvement.—Provides for a new entrance 
channel at the northeast end of the bay 8 feet deep and 100 feet wide 
from the lake to just inside the bay; an inner channel 6 feet deep and 
100 feet wide leading to a mooring basin 6 feet deep and about 3 acres 
in area, adjacent to a public wharf and thence to the bay; parallel 
jetties about 480 feet long on the lake side protecting the channel; 
a movable railroad bridge; a fixed highway bridge with 40 feet clear- 
ance; removal of existing bridges and filling of the existing outlet. 

Estimated cost.— 





Federal Non-Federal Total 


Mie denon gas tuaneennnt cine geicainaelente oe aaianns re bet nian ei ciaesatie $1, 755, 600 $1, 736, 900 $3, 493, 500 
PRON clap send docs ccdoseciccecadagscanedeaenecsseeetounennte 1, 938, 000 1, 910, 600 3, 848, 600 





Local cooperation.—Local interests must furnish without cost to 
United States, all lands, easements, rights-of-way, and suitable spoil 
areas; hold and save the United States free from damages; furnish 
and maintain mooring facilities, including public wharf; establish a 
harbor regulatory body; alter roads and other utilities where required; 
construct and maintain a highway bridge with 40-foot vertical and 
100-foot horizontal clearances over the channel; and contribute 42 
percent of cost for jetties and dredging. 

Project economics.— 








| Report Revised 
ick accanntsmsadtinwiuh'cnccilguanne cea tadelinwanaiavielaadks | $135, 600 $149, 000 
Annual! benefits: 
i Cie ....Jducusnncksnbonvicheiobednes we kgeeenaeeeniaeneenee 314, 000 345, 000 
NT MIIUNIOLD., «5 cic cidistadisGiemite sb mind ndiad na eewee kndee daa awe 7, 000 7, 700 
EG nds cio camnde ease amnnasee ame el deem 5, 000 5, 500 
hie chains hb acin dé ncksw Saas kane ee nie ap amane ia miead aia 326, 000 358, 600 





ON ioicdinticiipdinctousdunnndebeainnbadsabeiueedaaieuecieemal 2.40 2.41 
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SANTA CRUZ HARBOR, SANTA CRUZ, CALIF. 
(H. Doe. 357, 85th Cong.) 


Location.—Santa Cruz Harbor is on the north end of Monterey 
Bay, 65 miles south of the entrance to San Francisco Bay. 

Report authorized by.—River and Harbor Act of July 24, 1946. 

Existing project—There is no existing Corps of Engineers project 
at Santa Cruz Harbor. 

Plan of recommended improvement.—Small-boat harbor with an 
entrance channel 20 feet deep and 100 feet wide, protected by parallel 
jetties, a sand bypassing plant when and if needed, an inner channel 

varying from 15 feet to 10 feet in depth and from 100 feet to 150 feet 
in width, and a turning basin 10 feet by 250 feet by 300 feet in Woods 
Lagoon between Monterey Bay and the Southern Pacific Railway 
br idge to provide berthing space for 260 recreational craft and mooring 
space in the turning basin for the fishing fleet. 

Estimated costs.— 


Federal___- wick caratrig Wea hy So ice a ala $1, 612, 000 
Non-Federal- oats saddQo we kewatiobewetes Stes 964, 000 
TOU. con. wenden cedsce cade eee eee 2, 576, 000 


Local cooperation.—Prior to construction local interests are required 
to agree to (a) contribute in cash 35.1 percent of the first cost of 
jetties, channels, and the turning basin, a contribution presently esti- 
mated at $740,000; (6) contribute in cash 35.1 percent of the first cost 
of the sand bypassing plant, when and if required, a contribution 
presently estimated at $118,000; (c) provide without cost to the 
United States all necessary lands, easements, rights-of-way, suitable 
spoil-disposal areas, and a source of royalty-free jetty stone; (d) hold 
and save the United States free from damages; (e) acquire and hold 
lands for construction of the turning basin and public utilization 
thereof; (f) provide without cost to the United States bulkheads, 
levees, revetments, relocations, all dredging in the berthing areas, and 
a public landing open to all on equal terms; (g) provide suitable 
marine-repair facilities; (h) operate and maintain sand bypassing plant 
and maintain project, exce pt for jetties, with reimbursement from the 
United States for actual cost of operation, maintenance, and replace- 
ment of bypassing plant up to $35,000 annually, provided that, until 
sand bypassing plant is needed, Federal Government to maintain 
entrance channel, main interior channel, and turning basin in addition 
to jetties. 

Project economics.— 


Annual charges___ 3 ei va cing gate 2 > ee See ee a $155, 000 
Annual benefits_ _____-_- ow dhdiee'e aia o ittae te ot Cee eee ee $254, 540 
penekht-cost Pratie. ...... 6... dc euwdencutacdboleualeee.. ieee 1. 64 


YAQUINA BAY AND HARBOR, OREG. 
(S. Doc. 8, 85th Cong.) 


Location.—Yaquina Bay is a coastal estuary at the mouth of 
Yaquina River. The bay entrance is in about 113 miles south of 
the mouth of Columbia River and 87 miles north of Coos Bay. 

Report authorized by.—Resolution by the Committee on Public 
Works of the United States Senate, adopted August 7, 1948. 
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Existing project.—Provides for rock jetties on the north and south 
sides of the entrance, a spur jetty, and groins; insofar as rock bottom 
will allow a channel 26 feet deep over the ocean bar, thence 20 feet 
deep and 300 feet wide between the jetties and along the south side 
of the bay to McLean Point, and a turning basin there 22 feet deep, 
1,000 feet wide, and 1,200 feet long; an auxiliary channel 18 feet deep 
leaving the 20-foot channel near the highway bridge and extending 
along the Newport waterfront to the turning basin and thence to 
Yaquina; and a breakwater protected basin 10 feet deep at Newport. 

Recommended plan of improvement.—Provides for extending the 
jetties, deepening the bar and outer end of the entrance channel to 
40 feet for a general width of 400 feet; deepening the channel to 30 
feet thence to the turning basin for a width of 300 feet with additional 
widening at bends and at the basin entrance; and abandoning the 
northeast corner of the authorized turning basin and altering the basin 
to provide a depth of 30 feet over an area 900 to 1,200 feet wide and 
1,400 feet long. 

Estimated cost.—Price level, 1955: 
eS se a ek ee ea a ee ee $19, 800, 000 
nc ec os tas cs a fis ee Se ca wpb Pas ame a ah 31, 200 





IN Se saci astag eae slice dasa alec a eal nn aie ii 19, 831, 200 


Local cooperation.—(a) Furnish free of cost to the United States all 
lands, easements, rights-of-way, and suitable spoil-disposal areas 
necessary for the construction of the work and its subsequent main- 
tenance, when and as required; (b) hold and save the United States 
free from damages due to construction and maintenance of the work; 


; 


and (c) provide adequate terminal facilities open to all on equal terms; 
and provided further that the south jetty shall not be extended until 
experience demonstrates, in the judgment of the Chief of Engineers, 
that this work is advisable. 

Project economics: 


Pipebnpee RAN 6 ees 3 ns Sep Ti whe secs cutee $872, 600 
Annual benefits: Transportation savings.........-...-.---------- $1, 246, 600 
MINS EOCIN GG OMA a he ia ws as Sick desk aie eee hcg seal copa me i 1. 43 


Remarks.—The committee believes that the benefits from the recom- 
mended improvements will exceed those estimated, and that the 
project is economically feasible and needed by the lumber and timber 
industry in the area. 


SIUSLAW RIVER AND BAR, OREG. 
(H. Doc. 204, 85th Cong.) 


Location.—Siuslaw River drains an area of about 770 square miles 
in west-central Oregon and discharges into the Pacific Ocean 154 miles 
south of the Columbia River. 

Report authorized by.—Resolution of Senate Committee on Com- 
merce, adopted May 16, 1939, and the River and Harbor Act approved 
July 24, 1946. 

Existing proiect.—The existing Federal project for the entrance to 
Siuslaw River provides for an entrance channel 12 feet deep, protected 
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by stone jetties, north jetty 3,700 feet long, south jetty 4,200 feet 
long, and a navigation channel 12 feet deep and 200 feet wide to 
Florence and 12 feet deep and 150 feet wide above Florence. 

Plan for recommended improvement.—Provides for an entrance channel 
18 feet deep and 300 feet wide over the bar, a river channel 16 feet 
deep at lower low water and 200 feet wide to the port of Siuslaw above 
the highway bridge at Florence, a distance of about 5 miles. A 
turning basin 400 feet wide and 600 feet long and 16 feet deep would 
be provided opposite the wharf at Florence. In addition, the existing 
jetties at the river mouth would be restored to original dimensions 
with maintenance funds and the north jetty would be extended about 
600 feet when required. 

Estimated cost.— 


Total 





| Federal | Non-Federal 
| 





Project document ..--------| $1,693,100} $117, 000 | $1,810, 100 


Local cooperation.—Furnish without cost to the United States all 
lands, easements, rights-of-way, and spoil disposal areas during con- 
struction and maintenance; hold and save the United States free from 
damages; construct and operate terminal facilities open to all. 

Proje ct econom ics. 


Annual charges: 





Federal. -__- aah eee ee ee $136, 780 
Non-Federal 7 ssseich saleable itpsecie ae ane emia aeee 100 
Total. - - er ee a-alighie ae a thai lS nds aa 136, 880 


Annual benefits: 


Savings on transporting lumber ickacs Ses cceeuneste 145, 830 
Savings on other timber producté....< i465 2oss.c.5 Jee cea et 34, 800 
Savings for fishing fleets j 6 sstevid Ukidsameetttae a 6, 720 

IGP OOF OF TOIIGG..... « nino onc wnd waka bh ae dee are eee 10, 000 
Total sto tae er eae oie et ae $197, 350 
Benefit-cost ratio wi edlas hat. cocs saadapeakecncemaa ia Jat ee 1, 44 


PORT TOWNSEND, WASH. 
(H. Doc. 418, 84th Cong.) 


Location.—Port Townsend is on the shore of Olympic Peninsula at 
the junction of Strait of Juan de Fuca and Admiralty Inlet, north- 
western Washington. 

Report authorized by.—Section 110, River and Harbor Act of 1950. 

Existir g project. None. 

Plan of recommended improvement.—Provides for a mooring basin of 
14 acres, 12 feet deep in the inner part and 15 feet in the outer part; 
protected by a breakwater 1,550 feet long, including a 950-foot rock 
and earthfill section and a 600-foot rock and pile section. 

Estimated cost. 


Federal | Non-Federal | Total 





| 

Project document (January 1955 > $370, 000 $231, 000 | $601, 000 

January 1956 7 feidea aes | 387, 000 241, 700 628, 700 
| 
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Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil-disposal areas; hold and save the United States free from dam- 
ages; provide mooring and landing facilities; alter and maintain ferry 
landing facilities; maintain earthfill section of breakwater and moor- 
age area; contribute in cash or equivalent work 15.4 percent of the 
cost of dredging the mooring basin and constructing the breakwater, 
presently estimated at $70,400. 

Project economics.— 


Project Current 
document 
IE CI anim cae anddinnas coh cnaichcnatocpwanehscehnkaek nanan $26, 000 $27, 100 
Annual benefits: 
Reduction in fish-boat damages and expenses................--.---- ‘ 750 790 
I Ti ln ik tn ecanemenateccneasceas eae paenn 10, 610 11, 560 
Reduction in pleasure- ‘boat damages and expenses Se ee Baca 4, 000 4, 200 
Increased benefits, pleasure craft--__-- vrevensethe 8, 740 9, 170 
Increased benefits, commercial and miscellaneous craft......---_-- =_— 7, 500 7, 870 
Increased land rental_..------- cea : Rieti dies d ee CORED 3, 000 3, 150 
I cal ee a al a a eae $34, 600 $36, 740 
Ilana bancatieds coset cceceseaesenvenshicbnneccnnaeae 1.33 








Remarks.—The committee takes note of the relatively large non- 
Federal costs for a small community, and believes the project desir- 
able to improve the fishing industry in the area and bolster the 
economy of the region. 


BELLINGHAM HARBOR, WASH. 
(S. Doc. 46, 85th Cong.) 


Location.—Bellingham Harbor is located on the eastern shore of 
Bellingham Bay in the northwestern section of the State of Wash- 
ington, about 80 nautical miles north of Seattle. 

Report authorized by.—Resolution, Senate Committee on Public 
Works, adopted July 24, 1953. 

Existing project.—The existing Federal project for Bellingham Har- 
bor provides for a channel in Whatcom Creek Waterway 363 feet wide 
and 26 feet deep at mean lower low water in the outer 3,800 feet, 
thence 18 feet deep in the inner 1,300 feet; a channel in Squalicum 
Creek Waterway 200 feet wide and 26 feet deep from deepwater to 
the pierhead line; maintenance of the southerly half and westerly end 
of Squalicum Creek Basin to a depth of 26 feet except the area within 
75 feet of wharves, piers, etc.; and a small boat basin adjacent to 
Squalicum Creek Waterway, including construction and maintenance 
of two sections of breakwater totaling 3,900 feet and maintenance of 
the two entrances to the basin to a minimum depth of 12 feet. 

Plan of recommended improvement.—Provides for deepening the 
Whatcom Creek Waterway to a depth of 30 feet at mean lower low 
water from deepwater to a point within 750 feet of the inner end of 
the waterway. 

Estimated cost.— 





Non-Federal | Total 





| Federal 





eee GAN lis Si ite eee siaietaniiarnanl | $83, 700 | 1 $3, 400 | $87, 100 


1 Cash contribution. 
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Local cooperation.—Furnish lands, easements, rights-of-way, and 
suitable spoil-disposal areas during construction and maintenance; 
hold and save the United States free from damages; construct and 
maintain any bulkheads required for retention of dredged material 
from initial construction and subsequent maintenance; maintain, at 

roject depth, approach and berthing areas adjacent to the terminals 
bedtieviiie on the 30-foot channel; and contribute in cash or equivalent 
work 3.9 percent of the cost of channel dredging, a contribution 
presently estimated at $3,400. 

Project economics.— 


Astin) CHINN oo iis oc inn edwannee ones dees «ase $4, 735 
Annual benefits: 
POE OF WORN GOINGS so a5 dc csc eis ce ene dae ee 7, 820 
SiG GR OTIS ooo ks 6 es nie a's oe ecu ke teen 665 
Ti 52 Sa ck ca a6 i sn SiGe ca Sata $8, 485 
BOROHU-GORG BOUG . os 5 oon waricdncdeedadawsewedusucwees 1. 79 


DOUGLAS AND JUNEAU HARBORS, ALASKA 
(H. Doc. 286, 84th Cong.) 


Location.—The towns of Douglas and Juneau in southeastern 
Alaska are located on the northeast and northwest shores of Gastineau 
Channel. A bridge crossing the channel connects Juneau on the 
Alaskan mainland and Douglas Island. 

Report authorized by.—Resolution by House Committee on Rivers 
and Harbors adopted October 30, 1945. 

Existing project.—Dredging a small-boat harbor of 11% acres to a 
depth of 12 feet, and construction of 2 rock-mound breakwaters 
1,540 and 430 feet long on the mainland side of Gastineau Channel 
just north of the Juneau-Douglas bridge. Project completed in 1939. 

Plan of recommended improvement.—Provides for dredging a small- 
boat basin at Juneau 19 acres in extent and 12 to 14 feet in depth 
with a protective jetty 530 feet long and a breakwater 1,150 feet 
long; and a basin at Douglas 5.2 acres in extent and 12 feet deep with 
a protective jetty 90 feet long. 

Estimated cost.— 








| Federal |Non-Federal| Total 
Project document (1954)... $1, 253, 000 $475,000 | $1, 728, 000 
BSR ee a ae SE Se ree 1, 394, 000 528, 400 1, 922, 400 








Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil-disposal areas for initial work and for subsequent maintenance 
when and as required; and hold and save the United States free from 
damages due to the construction and maintenance of the project; 
make all necessary alterations]in utilities; construct, maintain, and 
operate at both basins adequate mooring facilities, utilities, and public 
landings with suitable service and supply facilities open to all on equal 
terms; provide and maintain bulkheads; and maintain the existing 
causeway and the rockfill approach to the Douglas City wharf. 
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Project economics.- 


Project Current 
document 


| 
} 
ral ag peace ; fas 5 
| 
| 


Annual charges: 


Federal: | 
Interest and amortization - | $44, 360 $49, 340 
Maintenance and operation: 
Corps. --. ‘i ; : | 8, 600 9, 500 
Coast Guard... | 500 600 


59, 440 


Total Federal 53, 460 


Non-Federal: 


Interest and amortization 16, 750 18, 635 
Maintenance and operatior ed | 22, 450 24, 980 
Gross 39. 200 | 43, 615 
Returns. ; 30, 630 34, 070 
Net non-Federal 8, 570 | 9, 545 
Total annual charges 5 — 62, 030 68, 985 
Annual benefits: 
Elimination of damages-..-- ; | 30, 500 | 33, 910 
Value of increased fish catch vtec. | 14, 860 | 17, 690 
Increased benefits, pleasure craft...-. pre 20, 010 22, 290 
Other benefits-- iecamigdes : ; ; 13, 060 14, 550 
Total....__- asl scan . , $78, 430 $88, 440 
Benefit-cost ratio. 1.26 1. 28 


i | 


Remarks.—The committee is aware that the only access to Juneau 
is by sea or air, and that it is a large center for commercial fishing and 
recreation boats. The recommended improvements are considered 
desirable and feasible. 


DILLINGHAM SMALL-BOAT HARBOR, ALASKA 
(H. Doc. 390, 84th Cong.) 


Location.—Dillingham is located at the head of Nushagak Bay on 
the north shore of Bristol Bay in southwestern Alaska. 

Report authorized by.—Section 204, Flood Control Act of 1948, and 
as amended and confirmed by section 208 of the Flood Control Act 
of 1950. 

Existing projects.—None. 

Plan of recommended improvement.—Provides for an excavated 
basin approximately 300 by 700 feet dredged to a depth of 2 feet 
above mean lower low water with a timber sheet-piling sill across 
the basin outlet with top elevation 7 feet above mean lower low water. 
Entrance to the basin would be through the creek which would 
be improved, over a reach of about 1,100 feet, to provide a bottom 
width of 40 feet. The entrance with a controlled elevation of 7 feet 
above mean lower low water would permit entrance or egress about 
50 percent of the time during the ice-free period. 

Estimated cost.— 


Federal | Non-Federal | Total 











-|— | 
Project document (January 1954).........-----. dt $338, 000 | $40, 000 $378, 000 
January 1956_.......----- paar ea : cae 372, 000 44, 000 416, 000 
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Local cooperation.—Provide, without cost to United States, all 
necessary lands, easements, and rights-of-way for construction "and 
maintenance where and as required; hold and save the United States 
free from property damages that may result from the construction 
and maintenance of the project; and provide and maintain, without 
cost to the United States, necessary mooring facilities and utilities 


including a public landing with suitable supply facilities open to all 
on equal terms. 


Project economics.— 


| Project doc- | Current 
jm ument | 
} 





Annual charges: 








Federal $21, 100 $23, 200 
Non-Federal 3, 000 | 3, 300 
Total , ~icinlasanpanet aa 100 | 26, 500 
Annt ral benefits: Prevention of losses, repairs, and damages to boats, saving | = “ 
of time and cargo ane $32, 150 $35, 365 
Benefit- cost ratio J oe ena = seit at 1.33 1,33 





Remarks.—Dillingham is a small isolated community, but Bristol 
Bay is the prince ipal supplier of red salmon in the entire ‘world. Fish- 
ing is the principal industry and this activity increases during summer 
months. Fishing craft there takes a terrific beating during frequent 
storms in the North Pacific area, and boats and cargo are frequently 
lost. This project is believed essential. 


NAKNEK RIVER CHANNEL IMPROVEMENT, ALASKA 
H. Doc. 390, 84th Cong.) 


Location.— Naknek River rises in Naknek Lake and flows westerly 
about 35 miles to Kvichak Bay at the northeast end of Bristol Bay 
in southwestern Alaska. 

Report authorized by.—Section 204, Flood Control Act of 1948, as 
amended and confirmed by section 208, Flood Control Act of 1950. 

Existing project.—None. 

Plan of recommended improvement.— Provides for removing boulders 
by blasting at 23 separate locations in the reach between mile 8 and 17. 

Estimated cost. 





| Federal | Non-Feders | Total 
foes < * a suse halinneniapiiandieiiaa | seein ee palit 
Project document (1954 | $17,000 | | 0} $17, 000 
January 1956 -| 19, 000 0 19, 000 


| i 1 


Local cooperation.—No loe al cooperation require a. 
Proje ct economics.- 


— ia 7 
1 e + 

| Project Current 

document 

| 


An u il char es 


$600 | $660 
Annual benefits: Reduction in losses and damages and savings in time--- $1, 000 | $1, 100 
Benefit-cost ratio a 1. 67 | 1. 67 
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Remarks.—The committee was informed that the salmon pack from 
along Naknek River averages 150,000 cases annually. There is also 
other heavy traffic, largely defense tonnage to King Salmon Air Base. 
Improvement of Naknek River is believed highly desirable to eliminate 
boat damages and improve navigation facilities. 


COOK INLET, ALASKA 
(H. Doc. 34, 85th Cong.) 


Note: Five projects are recommended for construction by the Chief 
of Engineers in the Cook Inlet Basin—4 navigation, 1 flood control. 
Information on navigation projects is given below. Details on 
Talkeetna flood-control project is given under title II—Flood control. 


(A) ANCHORAGE HARBOR, ALASKA 


Location.—The city of Anchorage is located on the south shore of 
Knik Arm near its junction with Cook Inlet on the west side of Kenai 
Penimsula in south central Alaska. 

Report authorized by.—Flood Control Act of 1948 and River and 
Harbor Act of 1945. 

Existing project—Ocean dock, a wharf about 345 feet long and 77 
feet wide, was constructed by the Alaska Engineering Commission 
and is presently being operated by the Department of the Army. 

Plan of recommended improvement.—Provides for dredging adjacent 
to the existing ocean dock, and the wharf facilities proposed by local 
interests, to a depth of 35 feet below mean lower low water, and con- 
struction of jetties or other protection works. Initial work will con- 
sist of dredging adjacent to ocean dock and the one-berth wharf pro- 
posed by local interests. Ultimate work will consist of additional 
dredging adjacent to the three-berth wharf to be constructed by local 
interests, and jetties or other protection works when required for the 
safety of vessel traffic. 

Estimated cost.— 

















| Federal | Non-Federal Total 
Ci 5 - ar ers — _ ae a, al Ce abd 
Project document: | 
I ae i eth sda pcb islalm a chas Saeasiniigee ete bn etal $970, 000 (1) | $970, 000 
Ultimate 4, 010, 000 


Se tr tas aotaecistak da sail vasiaeighoreon orate chinieneseweiionaat 4, 010, 000 | (@) 


1 See local cooperation. 


Local cooperation.—Local interests are required to (a) furnish all 
necessary easements, rights-of-way, and spoil-disposal areas; (6) hold 
and save the United States free from damages that may result from 
construction and maintenance of the improvement; and (c) construct 
wharf facilities adequate for handling the cargo. The city of An- 
chorage has voted a $2 million bond issue for port construction. 

Project economics.— 


| Initial | Ultimate 





I ON 5. ics ssckomeuemesakanensdclandealmmisiedicasseie malin $91, 060 $230, 760 
Annual benefits: Transportation savings.................... heals bcacecibontn en 475, 000 (1) 
IE CIR ic iccib as onic conteutcunnseassacbiekumuncadsiebuabeteueue 5. 20 (’) 





1 Not evaluated. 
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(B) SELDOVIA HARBOR, ALASKA 


Location.—Seldovia is located on the east shore of Seldovia Bay, an 
arm of Cook Inlet, indenting the southwest coastline of Kenai Pen- 
insula in south central Alaska. Seldovia Harbor would be located 
in the cove southeast of the village of Seldovia. 

Report authorized by.—Flood Control Act of 1948. Resolution 
December 21, 1945, by House Committee on Rivers and Harbors, 
House of Representatives. 

Existing project—Dredging of proposed entrance channel was au- 
thorized by the River and Harbor Act of March 2, 1945, but no 
construction funds have been appropriated to date. 

Plan of recommended improvement.—Construction of a small-boat 
basin 700 feet long and 300 feet wide, dredged to a depth of 12 feet 
below mean lower low water and protected by 2 rock breakwaters 
400 feet and 600 feet long. 

Estimated cost.— 


Piciank Gandia. i cc a a ee $514, 200 | $28, 200 | $542, 400 





Local cooperation..—Local interests must: (a) furnish lands, ease- 
ments, rights-of-way, and suitable spoil-disposal areas for new work 
and subsequent maintenance; (6) agree to provide and maintain 
necessary mooring facilities and utilities including a public landing 
with suitable supply facilities open to all on equal terms; and (c) hold 
and save the United States free from damages due to construction and 
maintenance of the project. 

Project economics.— 


Annual charges: 


POOR 6... inne ctncdecndunnaken kde Bee aa ae $20, 150 
NODE GQOUI 6c. ceca atin ck se cnceccdeebnensoseeue eee 2, 900 
POCAL Jacavecaten sn cn se Ss ir sla ae cr $23, 050 


Annual benefits: 
Saving in loss of boats, time, damage to boats, and winter storage 
COS... oon cece ceinavicddncieaguadenswaee ane $19, 890 


5 se Hibs wide salar dhe len wakes dt ae eee 16, 750 
DOOR. a das cmeesieee dL Divan scdenaiimns tite Ga $36, 640 
DORGHU-OCORG PANG» co ick noid deietedninesnee eee 1. 59 


(C) HOMER SMALL BOAT HARBOR, ALASKA 


Location.—Homer is located at the end of Homer Spit which extends 
four and one-half miles into Kachemak Bay Inlet on the southwest 
side of the Kenai Peninsula in South Central Alaska. 

Report authorized by.—Flood Control Act of 1948; resolution of 
October 30, 1945, by the Committee on Rivers and Harbors, House of 
Representatives. 

Existing project.—None. 

Plan of recommended improvement.—Construction of a small-boat 
basin at the end of Homer Spit near Homer, 400 feet long and 300 feet 
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wide, dredged to a depth of 12 feet below mean lower low water and 
protected by a rubble-mound jetty 850 feet long. 
tstimated cost.— 


| 
| Federal | Non-Federal | Total 
| | 


Project document... -- = ct Seda ole $498, 400 | $16, 000 | $514, 400 


Local cooperation.—Local interests must: (a) furnish lands, ease- 
ments, rights-of-way, and suitable spoil-disposal areas for new work 
and subsequent maintenance; (b) agree to provide and maintain 
necessary mooring facilities and utilities including a public landing 
with suitable supply facilities open to all on equal terms; and (c) 
hold and save the United States free from damages due to construc- 
tion and maintenance of the project. 

Project economics.— 

Annual charges: 
La 2 gt a RO oS ie ee re ea ee ees en $18, 300 


Non-Federal-_ -_-_-- Se Ea ais SS i hk eee eee eats 1, 903 

WOOO 2 260cGu% = ede ths wh Giecie SO ee oe Se eee came “DO: FBO 
Annual benefits: 

vemie On sueeoniod Gab eaten. <5 a eb do eee 21, 150 

Savings in loss of boats, damage to boats and winter storage costs- 8, 700 

re er re ewe ee $29, 850 

SOMONE WEEN en eke dae Sac bake hte Bek 1 Ate 1. 48 


(D) NINILCHIK SMALL BOAT HARBOR, ALASKA 


Location.—Ninilchik is located along the banks of the Ninilchik 
River close to its entrance into Cook Inlet on the west side of the Kenai 
Peninsula in south central Alaska. 

Reported authorized by.—Flood Control Act of 1948. 

Existing project.—None. 

Plan of recommended improvements.—Construction of a small-boat 
basin 320 feet long and 150 feet wide, dredged to a depth of 2 feet above 
mean lower low water, with an approach channel 400 feet long and 50 
feet wide excavated to an elevation 9 feet above mean lower low water 
and protected by a pile jetty 410 feet long. 

Estimated cost.— 





Federal Non-Federal | Total 


| 


| 


$4, 250 | $180, 850 


| 


a INE, «5 us chs ncubabccwdnpua Sak abeechicasecueouwe | $176, 600 


Local cooperation.—Local interests must: (a) furnish lands, ease- 
ments, rights-of-way, and suitable spoil-disposal areas for new work 
and subsequent maintenance; (6) agree to provide and maintain neces- 
sary mooring facilities and utilities including a public landing with 
suitable supply facilities open to all on equal terms; and (c) hold and 
save the United States free from damages due to construction and 
maintenance of the project. 
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Project economics.— 


Annual charges: 
Federal-___- 


eimai e i his sn nal Se ks ke on aig i Ss 
NOME OQGTRL . oo oc oc cc aiewknd ces one cone ene eee 840 
OC ccaaes 5 ns alginic: So's eb iin in we Ske ume a od oe 12, 040 
Annual benefits... --_-- : Ewin ie malaea neaw wok eee $16, 010 
DeneGe-eot ree... b2. Sete LA A Sohise ieee Se 1. 33 


SAN JUAN HARBOR, P. R. 
(H. Doc. 38, 85th Cong.) 


Location.—San Juan Harbor is on the north coast of Puerto Rico. 

Report authorized by.—Resolution of the House Rivers and Harbors 
Committee adopted December 21, 1945, and resolution of the House 
Committee on Public Works adopted March 30, 1955. 

Existing project.—Entrance channel 38 by 800 feet across the outer 
bar, thence 30 by 1,000 to 1,200 feet to inner bar; inner harbor 30 
feet deep and about 329 acres in area; extending 30-foot depth into 
San Antonio Channel 3,400 by 600 to 1,000 feet; removal of 4 shoals 
to 8-foot depth; construction of Graving Dock Channel 30 by 400 
feet with turning basin 30 by 1,000 by 2,200 feet; maintenance of 
yt: terminal channel 30 by 300 feet with turning basin 30 by 1,000 
by 1,700 feet. 

Plan of ree ommended Improve ments.—Modification of e ‘xisting project 
to provide for entrance channel 45 by 500 to 1,200 feet wide in bar 
section; thence 36 to 42 by 880 to 1,200 feet to Army terminal aasiels 
approac ‘+h channel 35 by 600 feet to San Antonio Channel and deepe n- 
ing to 35 feet an area 300 to 1,000 by 2,800 feet in San Antonio Chan- 
nel; deepening Army terminal channel and basin to 36 feet and 
enlarging the basin to 2,000 by 2,100 feet; a new anchorage basin 36 


by 1,550 by 3,200 feet; a new channel (Puerto Nuevo Channel) 32 
by 300 feet. 


i Kstimate d cost. 


Federal Non-Federal Total 





Project document aed $6, 476, 800 | $74, 000 $6, 550, 800 


Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil disposal areas; provide or bear cost of necessary dikes or bulk- 
heads for retention of spoil; make necessary alterations of submarine 
cables and other utilities; hold and save the United States free from 
damages; provide and maintain public terminal and transfer facilities 
open to all on equal terms. 

Project economics.— 


PETRIE CTU ning eich es oes atin a an nite Saito te ote Rete ae dk eee eee $253, 500 
Annual benefits 5 Sate abe ae | duewkenewunce oe $583, 900 
senefit-cost ratio___-- Both Be hong 2 as uiliad deldede wks cae ee re 2.3 


Remarks.—Modification of the San Juan Harbor project as recom- 
mended by the Chief of Engineers is necessary to provide for modern 
vessel traffic and to keep apace with the development of the port. 
The substantial savings in transportation costs which would occur as 
a result of the improvements recommended will yield a high benefit- 
cost ratio. 
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Beacu Erosion Controu Progectrs 
STATE OF CONNECTICUT, AREA 9, EAST RIVER TO NEW HAVEN HARBOR 


(H. Doc. 395, 84th Cong.) 


Location.—Projects recommended for Federal aid are located at 
Guilford Point Beach which is along the shore of Guilford Harbor at 
mouth of East River about 11 miles east of New Haven, Conn., and 
at Lighthouse Point Park which is on the east shore of the entrance 
to New Haven Harbor, Conn. 

Report authorized by.—Section 2 of the River and Harbor Act ap- 
proved July 3, 1930 as amended and supplemented. 

Existing project—No existing beach erosion control project. 

Plan of recommended improvements. 

Guilford Point Beach: Provides for widening to 125 feet, approxi- 
mately 400 feet of beach, by direct placement of sand fill (to be 
obtained from Guilford Harbor navigation project at no cost to beach 
erosion control project), and construction of one impermeable groin 
300 feet long at the east limit of the fill. 

Lighthouse Point Park: Provides for construction of an impermeable 
groin 380 feet long. 

Estimated cost.— 








Federal Non-Federal Total 


Guilford Point Beach: 








PS MINING CIO) ni. ce cccwccesessnnneemannsaomas= $4, 400 $8, 800 $13, 200 

tithe takin nies canintrndcddcmnsbncechnwcnniogiSdlaamintes 6, 000 12, 000 18, 000 
Lighthouse Point Park: 

Project document (1954)_...--.------ Snnae ene aaeeaaeks 4, 000 8, 000 12, 000 

OG ritchie ncccnitcbctd ccs danced nawannawannadtéeaeeens | 6, 000 12, 000 18, 000 








Local cooperation.—Assure maintenance during life of project as 
required; furnish lands, easements, and rights-of-way; assure that 
water pollution that would endanger life of bathers will not be per- 
mitted; assure continued public ownership and public administration 
during life of project. Adequacy of work, detailed plans, specifica- 
tions, assurance that requirements will be met; arrangements for 
prosecuting the work must have approval of Chief of Engineers prior 
to commencement of work. 

Project economics.— 











Project Current 
document 

Annual charges: 

ny UII I 0 6 sp sears cacao iw RR ene $57. $1, 100 

Lighthouse Point Park.....-......-.-.- jaca tse ills isabel inept 520 750 
Annual benefits: 

Gees 2 ene Teeeees (OOTUNTIONED jos < a5 5 ins ass erec cc ccccccnceeccscn 812 4, 200 

Lighthouse Point Park (direct damages prevented) -.-......-.----------- $1, 400 $1, 400 
Benefit-cost ratio: 

UNNI PIII, NONI ss, cis Sa cereus ein tw cs cesium pects Gite os anlar ama ere Satna 1.4 3.8 

EN BADE Fi vicccctininintnnenintisianncnucensniéientananduasiobentan 2.6 1.9 


Remarks.—Severe erosion occurs along the Connecticut coast from 
hurricanes. Local interests have accomplished some work because 
of the urgency of the matter. The work is highly desirable and eco- 
nomically feasible. 
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STATE OF CONNECTICUT, AREAS 8 AND 11, SAUGATUCK RIVER TO BYRAM 
RIVER 


(H. Doc. 174, 85th Cong.) 


Location.—Projects recommended for Federal aid are located at 
the east shore of Calf Pasture Beach Park, which is situated between 
the mouths of Saugatuck and Norwalk Rivers in Norwalk, Conn.; at 
Cove Island situated immediately west of the entrance to Holly Pond 
at the mouth of the Noroton River, the east boundary of Stamford, 
Conn.; at Cummings Park situated on the north shore of Westcott 
Cove east of Stamford Harbor in Stamford, Conn.; and at Greenwich 
Point, a narrow peninsula about 4% miles east of the New York State 
line in Greenwich, Conn. 

Rerort authorized by.—Cooperative study provisions of section 2 of 
the River and Harbor Act approved July 3, 1930, as amended and 
supplemented. 

txisting 7 roject.—N one. 

Recommended plan of improvement.—(a) Calf Pasture Beach Park: 
Widening approximately 2,200 feet of beach to a 125-foot width by 
direct placement of sandfill and lengthening 2 existing riprap groins 
to a 400-foot length. 

(b) Cove Island: Widening approximately 1,200 feet of beach 
along east shore of Cove Island to a 125-foot width by direct place- 
ment of sandfill, and construction of an impermeable jetty 400 feet 
long at east limit of fill. 

(c) Cummings Park: Widening approximately 1,000 feet of public 
bathing beach to a 125-foot width by direct placement of sandfill, 
extension of existing groin to 400-feet length, and raising inshore end 
of existing jetty. 

(d) Greenwich Point: Widening approximately 2,800 feet of public 
bathing beach generally to a 125-foot width by direct placement of 
sandfill. 

Estimated costs, project document.— 








Federal | Non-Federal Total 
Calf Pasture Beach Park $76, 000 $154, 000 $230, 000 
Cove Island 69, 000 138, 000 | 207, 000 
Cummings Park. 34, 000 | 68, 000 | 102, 000 
Greenwich Point . 50, 000 100, 000 | 150, 000 
Total. _._- Li atne oe 229, 000 | 460, 000 | 689, 000 





Local cooperation.—Local interests must obtain approval of the Chief 
of Engineers for plans and specifications and arrangements for prose- 
cuting the work prior to its commencement; provide necessary lands, 
easements, and rights-of-way; give satisfactory assurances that they 
will do the following: Maintain protective measures during economic 
life; not permit water pollution dangerous to health of bathers; and 


maintain continued public ownership and administration of the shores 
involved in the projects. 
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Project economics.— 























o | rE 
| Calf Pasture | Cove Island | Cummings | Greenwich 
Beach Park Park Point ‘ 
ND Sareea - —— a) | ] 
Annual charges - --- = : $10, 000 $9, 500 $4, 500 | $8, 900 ¢ 
Annual benefits: 
Recreation. > 51, 800 | 51, 200 16, 800 32, 430 
Direct damage preventes a2: | 2, 400 2, 880 1, 800 | 2, 700 ‘ 
ON nen oheoe Pee adaceionsee $54, 200 $54, 080 | $18, 600 | $35, 130 
Benefit-cost ratio........- ct Sajak ictbeeaaiies Ie + 5.4 5.7 | 4.1 | 3.9 
Remarks.—Remedial works to prevent erosion of beaches fronting 
public parks which expose upland improvements to storm damages ‘ 
and limit recreational use of the park, are urgently needed. Accord- C 
we 
ingly, this project has been included in the bill for consideration of I 
the C ongress at this time. 
a 
ATLANTIC COAST OF LONG ISLAND, N. Y., FIRE ISLAND INLET AND SHORE ‘ 
WESTERLY TO JONES INLET (BEACH EROSION) ‘ 
(H. Doe. 411, 84th Cong.) d 
i i . oe a il 
Location.—Atlantic Coast of Long Island extending about 15 miles 
from Fire Island Inlet to Jones Inlet. t] 
Report authorized by.—Section 2 of Public Law 520 (River and T 
Harbor Act), 71st Congress, approved July 3, 1930, as amended $ 
and supplemented. . 
Existing project.—None. “i 
Plan of recommended improvement.—Provides for dredging the inlet 7 
shoal in Fire Island Inlet opposite the western end of Oak Beach to 
obtain fill material for a feeder beach west of the inlet and for Oak 
Beach. The plan anticipates 3 dredging operations over a period of : 
15 years involving about 6 million cubic yards of material, of which Sa 
about 500,000 cubic yards would be placed on Oak Beach in the As 
0 
initial operation. 
Estimated cost.—Project report (May 1956): = 
RN 3 ee etre Ba aid eee Ree eer $2, 724, 000 
DH DOIN oon ena tedankeeucteka ieee Chess 3, 762, 000 
TOU a ti ities snip ciccnnchoni kaplan mamas 6, 486, 000 to 
; ° ‘ et s 
Local cooperation.—Obtain approval by the Chief of Engineers of Rs 
detailed plans and specifications; provide lands, easements, and rights- - 
of-way; hold and save free from claims for damages; assure that fu 
water pollution will not be permitted; assure maintenance of the proj- Mic 
ect; and assure continued public ownership of the shore during the th 
economic life of the project. ols 
Project economics.—Project report: pu 
(atl GE 8 So oie be eds beara nun dbneanoemaneeenes $464, 000 of 
Annual benefits: of 
RAE 0 ARG MOR on ck waeenscncnd denesce ewe nea 210, 000 sh 
PTeVGRaOe OF MUOTIN GRAIG . oo aus cnecetndc cate ceseneneekwne 70, 000 ab 
Decreased maintenance of buildings and grounds--__------------ 75, 000 po 
BRIORTAIRT DOIOIOR i oe wc i ake cede eennas 200, 000 
Decreased maintenance of navigation project._.._.-.------------ 85, 000 
PE bts sono Sea ete east eae eeeweee $640, 000 
OI BI io tit ncinntntrinnrniicnnnnvieniin nai 1,4 
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Remarks.—Decreased maintenance of the Federal navigation project 
in Fire Island Inlet is considered to be a basis for an additional Federal 
share in the project. The amount of this added share will be recom- 
puted prior to the second and third placement operation based on the 
experience in maintaining the navigation channel. 


ATLANTIC COAST OF NEW JERSEY, SANDY HOOK TO BARNEGAT INLET, 
COOPERATIVE REPORT ON BEACH EROSION CONTROL 


(H. Doe. 332, 85th Cong.) 


Location.—The area is the northern 51 miles of the Atlantic coast 
of New Jersey in Monmouth and Ocean Counties. It extends from 
Sandy Hook at the entrance of New York Harbor southward to 
Barnegat Inlet. 

Report authorized by.—Section 2 of the River and Harbor Act 
approved July 3, 1930, as amended and supplemented. The main 
report is printed in House Document No. 361, 84th Congress, 2d 
session, but there : a supplemental report by the Chief of E ngineers 
dated September 9, 1957, which recommends Federal participation 
in annual nourishment on the basis of Public Law 826, 84th Congress. 

Plan of recommended improvement.—Restoration and protection of 
the shore by extension of 14 existing groins in the Sea Bright to Ocean 
Township section, artificial placement of initial fill of 14 million cubic 
yards of sand, and construction of 23 new groins. Periodic nourish- 
ment of the beach, with Federal participation during the first 10 
years, is recommended. 

Estimated cost.— 














| | l 
Federal | Non-Federal Total 
p ee a Se See ies! a 
Sea Bright to Ocean Township- -.--- sical ae $4, 150, 000 $16, 497, 000 $20, 647, 000 
Asbury Park to Manasquan. : ‘ 1, 823, 000 3, 646, 000 5, 469, 000 
Point Pleasant Beach to Seaside Park. --. : ¥ 782, 000 1, 782, 000 2, 564, 000 
Total-_- ; aed : : swnsansiaanenls 6, 755, 000 21, 925, 000 28, 680, 000 


Local cooperation.—Obtain approval by the Chief of Engineers, prior 
to commencement of work on any section, of detailed plans and 
specifications for that section, including the sequence of construction 
and arrangements for prosecuting the work in that section; provide 
at their own expense all necessary lands, easements, and rights-of-way; 
furnish assurances satisfactory to the Secretary of the Army that they 
will (1) maintain the protective and improvement measures during 
their economic life (50 years), including periodic nourishment of the 
shore at suitable intervals, as may be required to serve their intended 
purpose; (2) prevent water pollution that would endanger the health 
of bathers; and (3) maintain, for the duration of the economic life 
of the project, continued public ownership of the publicly owned 
shores and their administration for public use, and continued avail- 
ability for public use of the privately owned shores upon which a 
portion of the Federal participation is based. 


27010—_58——-3 
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Project economics.— 


| 


Annual Annual Benefit-cost 

charges benefits ratio 
etc hana rena OO RE 
Sea Bright to Ocean Township................--- ; $1, 052, 000 $1, 094, 160 | 1. 04 
Asbury Park to Manasquan. shin colts wonder wiaeaataaes oars 598, 400 1, 027, 100 | 1.72 
Point Pleasant Beach to Seaside Park. aceite hte 322, 300 705, 000 | 2. 19 


STATE OF DELAWARE (KITTS HUMMOCK TO FENWICK ISLAND) BEACH 
EROSION CONTROL 


(H. Doc. 216, 85th Cong.) 


Location.—Project recommended for Federal aid is located on the 
Atlantic Ocean shore in the region north of Indian River Inlet to 
Rehoboth Beach, about 100 miles south of Philadelphia and 100 miles 
east of Washington, D. C. 

Report authorized by.—Cooperative study provisions of section 2 of 
the River and Harbor Act approved July 3, 1930, as amended and 
supplemented. 

Existing project.—None. 

Recommended plan of improvement.—Provides for restoration of 2,500 
feet of beach immediately north of Indian River Inlet by artificial 
placement of approximately 130,000 cubic yards of suitable sand to 
provide beach with 50-foot berm width at elevation 12 feet above 
mean low water. Also, periodic placements of suitable sand to nourish 
and stabilize shore from inlet northward to north limit of Rehoboth 
Beach in estimated average annual volume of 145,000 cubic yards to 
be divided on the basis of need between feeder beaches immediately 
north of the inlet and in vicinity of Dewey or Rehoboth Beach. 

Estimated costs.— 


Federal | Non-Federal | Total 


Project document... ; Slee a ‘ $28, 000 | $56, 000 | $84, 000 
| 


Local cooperation.—Local interest must obtain approval of the Chief 
of Engineers for plans and specifications and arrangements for prose- 
cuting the work prior to its commencement; provide necessary lands, 
easements, and rights-of-way; control water pollution to extent neces- 

sary to safeguard health of bathers; assure maintenance of protective 

structures during economic life, including periodic replenishment of 
protective and feeder beaches; assure continued public ownership of 
non-Federal public shores and their administration for public use. 

Project economics.— 


Annual charges (includes $94,000 as estimated total annual cost of 
periodic nourishment with a Federal share of $31,800 annually for 


PNG AN UD ss oo id da Soak eeestnn donseehaeritenaee cbeeewe $109, 900 

Annual benefits: 4 
Peevenuun Or GamIAtON oe ood dew ccccsdweGeke dd cckess 13, 000 
Peoperty Gnnaneement. 22S. ooo osc Be os Bhai caw cust 36, 800 
SEU ood os eerie Swe areata a a oiatin ark 109, 500 
WOM i icine cincinnati demtca ink ogni ace aden aehte 159, 300 


TRUE NIN i 2 rte i png re wi eh ea rn ae ee 1, 45 


—— ae oe | 6 oe 
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Remarks.—Erosion north of Indian River Inlet is progressing north- 
ward destroying both public and private property. Prompt remedial 


action is required to prevent further expansion of the eroding area to 
the shores of Rehoboth Beach. 


PALM BEACH COUNTY FROM LAKE WORTH INLET TO SOUTH LAKE WORTH 
INLET, FLA. 


(H. Doe. 342, 85th Cong.) 


Location.—The area comprises the shore of Palm Beach Island on the 
east coast of Florida between Lake Worth Inlet and South Lake Worth 
Inlet including the towns of Palm Beach, Lake Worth, Lantana, and 
Manalapan. 

Report authorized by.—Section 2 of the River and Harbor Act 
approved July 3, 1930, as amended. 

Existing project. —The Federal project adopted May 17, 1950, 
authorized Federal participation, subject to certain conditions, in the 
improvement of the shore at Palm Beach by placing 1 million cubic 
yards of material in 5 stockpiles. Federal participation is one-third 
of the cost chargeable to the publicly owned frontage. 

Plan of recommended improvement.—The plan provides for modifica- 
tion of the existing project by restoration of a protective beach from 
Lake Worth Inlet to South Lake Worth Inlet 10 feet in height and 
varying in width from 100 to 150 feet, construction and operation of 


a sand transfer plant at Lake Worth Inlet and additional periodic 
nourishment. 


Estimated cost.— 





Federal Non-Federal Total 





Beach fill drainage work.....-.--- ae tadikoowa $123, 300 $2, 499, 700 $2, 623, 000 
Sand transfer plant. ---- ‘ einins ‘ : 99, 200 414, 800 514, 000 
aaah aiaecbind con pticienedmteion ‘ cts Saenben -| 222, 500 2, 914, 500 3, 137, 000 





Local cooperation.—Local authorities will obtain approval of the 
Chief of Engineers of detailed plans except for the sand transfer plant 
now under contract; modify the discharge line; provide lands, ease- 
ments, and rights-of-way; maintain the protective measures; provide 
periodic nourishment; operate the sand transfer plant; aes water 


pollution; and maintain continued public ownership of the shores. 
Projec 





PASAT CO a in as clin nn cn hic tts Sw em se dls DR Slee es ae $301, 060 
oo i ae SS eee $632, 500 
Denehs- cent SHI. 5. ook sc cncinwannsksasedineeweese eee 2.1 


BEACH EROSION CONTROL REPORT ON COOPERATIVE STUDY OF 
BERRIEN COUNTY, MICH. 


(H. Doc. 336, 85th Cong.) 


Location.—On the east shore of Lake Michigan, extending about 
32 miles immediately north of the Michigan-Indiana State line. 
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Report authorized by.—Section 2 of the River and Harbor Act ap- 
proved July 3, 1930, as amended. The application was approved 
October 8, 1954. 

Existing proiect.—No. existing Federal project for beach erosion. 

Plan of recommended improvement.—Consists of protection of a 
13,360-foot reach of shore in the city of St. Joseph south of the harbor 
by placement of suitable sand to form a protective beach with width 
of 50 feet at elevation 8 feet, and with protective berm at elevation 
10 feet at the base of the bluffs. There would be Federal participa- 
tion in the initial fill and in the nourishment for a 10-year period. 

Estimated cost.— 








| Federal Non-Federal Total 


Project document (June 1956)...........--.------------------- | $226, 000 | $774, 000 $1, 000, 000 


Local cooperation.—Federal participation in the project would be 
subject to conditions that local interest will (a) obtain approval of 
the Chief of Engineers prior to commencement of work, of detailed 
plans and specifications for the project, and also of the arrangements 
for prosecuting the work; (6) provide at the : own expense all necessary 
lands, easements, and rights-of-way; and (c) furnish assurances satis- 
factory to the Secretary of the Army, ‘that the ‘vy will (1) provide periodic 
nourishment of the protective beac h during its economic life, as may 
be required to serve its intended purpose; (2) prevent water pollution 
that would endanger the health of bathers; and (3) maintain continued 
public ownership of the public shore upon which a part of the recom- 
mended Federal participation is based, and its administration for 
public use during the economic life of the project, and continued 
availability for public use of the private shore for which the recom- 
mended Federal participation is based on such public use. 

Project economies. 


anno npg ee $69, 770 


DOIN = = oo os em oe ees Bee ca eeeensedos wea cSeuawese $163, 640 
PR Us ch a race hs il a eS on ten Dea ae 2.3 


SHORE OF MANITOWOC COUNTY, WIS. 
(H. Doc. 348, 84th Cong.) 


Location.—On west shore of Lake Michigan in and between cities of 
Two Rivers and Manitowoc, in central lake shore section of Manitowoc 
County, Wis. Comprises continuous reach of shore 9% miles long, 
including 2 miles in Two Rivers, 4% miles in Manitowoc, and 3 miles 
intervening. 

Report authorized by.—Section 2, River and Harbor Act, July 3, 
1930. 

Existing project—None. 

Plan of recommended improvement.—Provides for placing 9,550 lineal 
feet of stone revetment at toe of bluff along shore. Comprises 3 sec- 
tions of considered plan as follows: Section D, 7,900 feet in reach 
between cities; section E, 1,200 feet; and section F, 450 feet, both in 
city of Manitowoc. 
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Estimated cost.— 








Federal Non-Federal Total 


Sec. D: 
DES, COED BUD gins isso ses accsannnicicawanteaseainiaed $39, 500 $79, 000 $118, 500 
EY TOIT aria skis dit sts tnniaivaccinichsiiatametacaaidatia tte ee 42, 000 82, 900 124, 900 

Sec. E: 
Gs ncqtinkddcdcsbbessennbetidiakapebastibeabetbewamucs 6, 000 12, 000 18, 000 
FE ies rian hictgdigh tdi dbvamceiiidetemniiibemdadickeated 6, 400 12, 600 19, 000 

Sec. F: 
BN sinters dbichts Srcthcs mn iinsnip sds sgl ehagteedin nana eeaeaadaimaeesngs 1, 500 3, 000 4, 500 
PEERY Tiina aencaktdbcabshccnascntanetdetniadenon 1, 600 3, 200 4, 800 

Total cost: 

Mainichi ins chencssoca bec atreedolaaal dade setae aude 47, 000 94, 000 141, 000 
BS a er ee ee eee 50, 000 98, 7 148, 700 





Local cooperation.—Local interests required to (a) obtain approval 
by Chief of Engineers of plans and specifications prior to construction; 
(6) maintain and repair project works; (c) provide without cost to 
United States all necessary lands, easements and rights-of-way; and 
(d) assure continued public ownership and use of improved shore 
during economic life of project. 

Project economics.— 














Report January 
(January 1956 
1955) 
Annual charges: 

Sec. D. $5, 200 $5, 460 
Sec. E 830 87 
Sec. F 210 220 
Total annual charges-- . : eens “ ceeded 6, 240 6, 550 

Annual benefits, sec. D: Erosion prevented and highway relocation elimi- | 
nated _. plies te - 13, 840 14, 530 





Annual benefits, sec. E: 


Erosion prevented and highway relocation eliminated -. ‘ 2, 500 2, 630 
Maintenance eliminated 








Total 2, 520 








Annual benefits, sec. F: 
Erosion prevented and highway relocation eliminated -. | 900 





950 
Maintenance eliminated 10 10 

Total 910 960 

Total annual benefits ee nn 48,140 

Benefit-cost ratio: 

See. D. a 2.7 
See. E_- ‘Satire ca ttaanan 3.0 3.0 
Sec. F amici ‘ ishahacnsiiel 4.3 4.3 
PUREE HOUINOES div ni canedceucsascceaevseenaueeeneeeeeneeenee | 2.8 2.8 





FAIR HAVEN BEACH STATE PARK, N. Y. 
(H. Doc. 134, 84th Cong.) 


Location.—In the town of Sterling, Cayuga County, N. Y., on the 
—— shore of Lake Ontario about 15 miles west of Oswego Harbor, 

Ei 

Report authorized by.—Section 2 of the River and Harbor Act of 
July 3, 1930. 

Misting project.—None. 

Plan of recommended improvement.—Provides for the construction 
of a groin about 100 feet long at the west limit of the park, raising and 
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extending the jetties at the outlet of Sterling Creek, raising the inner 
end of an existing groin and placement of about 71,000 cubic yards of 
sand fill. About 2,700 linear feet of improved beach frontage would 
be provided between the new groin and the existing groin. 

Estimated cost.— 


Federal Non-Federal Total 


Project document (July 1953) ............................. a $101, 700 $203, 300 $305, 000 
SY a Shh tte cacgie kacccosccbanebonne  ceaaeaalcda 114, 000 226, 300 340, 300 


Local cooperation.—Furnish lands, easements, and rights-of-way; 
construct the improvement in accordance with plans approved by the 
Chief of Engineers bearing all costs therefor except the one-third share 
to be borne by the United States; hold the United States free from 
damages due to the work; satisfactorily maintain the completed 
improvement; maintain public ownership of the park; and prevent 
water pollution that would endanger the health of bathers. 

Project economics.— 





Project docu- January 


ment 1956 

I ccthc cb pnhackatinnneinn stata dauxedceiekeenchueeesnaemnceiees $16, 510 $18, 400 
Annual benefits: to 

I CIN TN on icc ccnncnendadmarichtenceadmnnunm zig 24, 850 24, 850 

pI UII ON nc cis amie ena cle quinn soap oneeiaabae 11. 850 11, 850 

Provision of new beach.........-..-.-.- sc aa Sates cad chactaece s sae Cn eisai tad 18, 000 18, 000 

PO adadrlachackacencddhcececccbviwnabecak isan anneens asd aeewouwihbies 54, 700 54, 700 

RIO TEI a nck oc Lo mendonck socmuapaedapebiniedenainksinamaeh 3.31 2.97 








Remarks.—The recommended project will restore a very fine beach, 
and produce many benefits. 


HAMLIN BEACH STATE PARK, N. Y. 
(H. Doc. 138, 84th Cong.) 


Location.—On the south shore of Lake Ontario 20 miles west of the 
city of Rochester, about midway between the ends of the lake. 

Report authorized by.—Section 2 of the River and Harbor Act of 
July 3, 1930. 

Existing project.—None. 

Plan of recommended improvement.—Provides for improvement of 
4,200 linear feet of park beach by construction of 4 new groins, 
modification of 3 existing groins, grading existing bluffs to stable 
slope, and placement of about 217,000 cubic yards of sandfill. 

Estimated cost. — 





Federal Non-Federal Total 


Project document (March 1954)_...............-.............- $367, 700 $735, 300 $1, 103, 000 
PE Sa can kdecarec cba dbakcinecnsbbhaccandsehecunebene 404, 000 806, 600 1, 210, 000 
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Local cooperation.—The State of New York must adopt the recom- 
mended plan of improvement, pay two-thirds of the first cost, and 
furnish all lands, easements, and rights-of-way. The State must also 
release the United States from all claims for damages, be responsible 
for maintenance and repairs during the life of the project, provide 
assurance of the continued public ownership and usage of the park, 
and prevent pollution of the bathing area. 

Project economics.— 


Project Current 
document 
I GI in cc cnccnnawecinctkensssindebinacssacceiadasdaiaiened $54, 000 $59, 200 


Annual benefits: 
EN ROWING o.oo. nciccintnd ainda sony esis daaivubaubdm tania 
Recreational benefits. -................... 
Restoration benefits...................-..- 

SO IIE: Sik capncsocs Sectors inser ciniici eh coc ase ce dann teetineice oo ands a oieadeaaaaoema te 








Remarks.—The committee notes that the State of New York has 
done considerable work at this location. The recommended project 
is economically justified. 


HUMBOLDT BAY (BUHNE POINT), CALIF., BEACH EROSION CONTROL 
(H. Doc. 282, 85th Cong.) 


Location.—Humboldt Bay is located on the coast of California 
about 225 nautical miles north of San Francisco. 

Reported authorized by.—Section 2 of the River and Harbor Act 
approved July 3, 1930. 

Existing project—There is no existing beach erosion project. 

Plan of improvement.—Provides for Federal participation by the 
contribution of Federal funds in amount of 21 percent of the first 
costs of protecting the shore of Buhne Spit, Calif., by construction of 
a ccivwill about 800 feet long and 1 groin about 790 feet long. 

Estimated cost.— 


bute Se hb walcbla cb Recaene eer 5 carer ee a ee ee eee $38, 200 
TT I is recs ws aah eee ihcisnkinlaases otha Bina oe ee 143, 800 
MOSER. «co cdicentwékedsnciesus eee ee 182, 000 


Local cooperation.—Local interests must obtain approval by the 
Chief of Engineers of detailed plans and specifications including 
arrangements for prosecution of the work, provide at their own ex- 
pense all necessary lands, easements, and rights-of-way; and furnish 
assurances satisfactory to the Secretary of the Army that they will 
maintain the protective measures during their economic life, as may 
be required to serve their intended purpose. 

Project economics.— 


= 
FANE IIE nes oe Seno iced cn a $9, 140 
ES DOE «on sek cmcccnanebadtilaminaabude) ae coe $13, 570 


MONONH-OON. FAUO. «5 n occ oan cee ae oo cack deco ee 1. 48 
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STATE OF CALIFORNIA, APPENDIX III, SANTA CRUZ COUNTY 
(H. Doc. 179, 85th Cong.) 


Location.—Santa Cruz County is situated in the central portion of 
the California coast, about 65 miles south of San Francisco. Projects 
recommended for Federal aid are located in the West Cliff Drive 
section of the city of Santa Cruz, at Twin Lakes Beach, adjacent to 
the east boundary of the city of Santa Cruz, and at East Cliff Drive 
in the vicinity of 49th Street in Capitola. 

Report authorized by.—Cooperative study provisions of section 2 of 
the River and Harbor Act approved July 3, 1930, as amended and 
supplemented. 

txisting project.—None. 

Recommended plans of improvement.—(a) West Cliff Drive: Nine 
segments of riprap seawall with an aggregate length of 2,885 feet. 

(6) Twin Lakes Beach: Protective beach with berm width of 120 
feet, along both eastern and western areas (west of Woods Lagoon 
and east of Schwan Lagoon), comprising artificial placement of ap- 
proximately 712,000 cubic yards of suitable sand and construction of 
a one groin at the east end of each of the fill areas. 

) Cliff Drive (vicinity of 49th Street): Riprap seawall approxi- 
inti 870 feet in length. 
Estimated costs, project document.— 











| 
| Federal Non-Federal call Total 
West Cliff Drive__..._..-- se bs de ee | $146, 800 | $302, 200 | $449, 000 
Twin Lakes Beach =cut Mlidhisuaeiannieinansdeacel 356, 300 | 712, 700 1, 069, 000 
Cliff Drive (vicinity 49th St.)............-.--.------------- | 12, 900 | 42, 100 55, 000 
WN iestitsnnccaies gateitewsickvaicssutpibitine | 516, 000 | 1,057,000} 1, 573, 000 


' 


Local cooperation.—Local interests must obtain approval of Chief of 
Engineers for plans and specifications and arrangements for prosecut- 
ing work prior to its commencement; construct riprap seawall along 
affected Federal frontage on east side of Point Santa Cruz; provide 
necessary lands, easements and rights-of-way; control water pollution 
at Twin Lakes Beach to extent necessary to safeguard health of 
bathers; assure maintenance of protective measures during their 
economic life including replenishment of sand at suitable intervals 
at Twin Lakes Beach; and assure continued public ownership of the 
non-Federal publicly owned shores and their administration for 
public use during project life. 

Project economics.— 


West Cliff | Twin Lakes | Cliff Drive, 








Drive Beach vicinity of 
49th St. 
rae eee i ciduBeedmusweee | $18, 077 sen: O73 $2, 214 
\-——_—— —_—_[.\_ - — ————————>=_E 
Annual benefits: | 
Direct damages prevented --_................-.- aaa 61, 875 6, 726 | 11, 920 
Recreation. _- oo eee SS : 0 | 60, 000 0 
er sl dla I Ne a tt a a ae lke | 61, 875 | 66, 726 | 11, 920 
5.40 


Benefit-cost ratio- - - - ee eS ee ee 3. 42 1.45 | 
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Remarks.—The committee notes that erosion has destroyed both 
public and private lands and now threatens further des truction of 
public improvements. Prevention of further erosion of cliffs and the 
restoration of public beach areas is urgently required. 


BEACH EROSION CONTROL PROJECT, SAN DIEGO COUNTY, CALIF. 
(H. Doc. 399, 84th Cong.) 


Location.—San Diego County includes about 70 miles of the south- 
erly shore of California and is flanked by Mexico on the south and 
Orange County on the north. Oceanside is about 40 miles to the 
north and Ocean Beach, Imperial Beach, and Coronado are in the 
vicinity of the city of San Diego. 

Report authorized by.—Section 2 of the River and Harbor Act 
approved July 3, 1930. 

Existing project.—None. 

Plans of recommended improvement. 

Oceanside: Construction of a protective beach generally 200 feet 
wide and approximately 10,000 feet long from the vicinity of Ninth 
Street to Witherby Street by artificial ‘placement of approximately 
900,000 cubic yards of suitable sand; 

Ocean Beac hi: Construction of a protective beach generally 200 feet 
wide and approximately 1,700 feet long between Cape May and 
Narragansett Avenues by artificial placement of approximately 
250,000 cubic yards of suitable sand (obtained from dredging of the 
Mission Bay navigation project at no cost to the beach erosion control 
project), and construction of 1 stone groin about 530 feet long in the 
vicinity of Cape May Avenue; 

Imperial Beach: Construction of a system of 5 stone groins from 
the north end of the existing naval radio station seawall to a point 
about 400 feet south of Coronado Avenue, the most northerly groin 
to be 600 feet long and the others each to be about 400 feet long. 

Estimated cost.—Project document 1954: 





| Federal | Non-Federal | Total 

















SR es a ke ag re ete ~ | $180, 000 $360, 000 $540, 000 
Ocean Beach.....-.-. sevhes en ee neh 11, 500 23, 000 34, 500 
MD TE i a og a a 96.800 147, 200 244, 000 

TB ss sce eee pore die pe ee yg neasoeoe-| 280, 000 | 530, 200 | 819, 200 





Local cooperation.— 

(a) Obtain approval by the Chief of Engineers of detailed plans 
and specifications and arrangements for prosecuting the work on any 
project, prior to the commencement of such work. 

(6) Provide at their own expense all necessary lands, easements, 
and rights-of-way. 

(c) Furnish satisfactory assurances that they will (1) control pollu- 
tion of waters to the extent necessary to safeguard the health of 
bathers, except that originating from the international sewer south 
of Imperial Beach, (2) maintain the protective and improvement 
measures during the useful lives of the projects as may be required 
to serve their intended purposes, including replenishment of the 
protective beaches at Oceanside and Ocean Beach at suitable intervals, 
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and (3) maintain continued public ownership of the shores and their 
administration for public use during the useful lives of the projects. 
Project economics. —Project document: 


Oceanside | Ocean Beach| Imperial 





Beach 
IIR ss Fcc canines suckewtadewudees en seamemind $43, 000 $4, 600 $12, 000 
Annual benefits: 
Savings of land and ~eanivenpenen paciaties Gbnbamadmaeaee 86, 800 2, 600 14, 000 
ES EES EES ae Le 16, 000 2, 700 3, 200 
I ltt le sh oe aciean ahead acre ce daa 102, 800 5, 300 17, 200 
PON NUN ko nnd nn nec pncwdentcstanattwenéesasceds 2. 39 1.15 1.36 





Remarks.—Prevention of erosion and restoration of these beaches 
is necessary and economically justified. 


WAIMEA BEACH AND HANAPEPE BAY, KAUAI, T. H. (BEACH EROSION) 
(H. Doe. 432, 84th Cong.) 


Location.—Waimea Beach and Hanapepe Bay, 2 localities about 7 
miles apart, are on the southerly side of the island of Kauai, T. H. 

Report authorized by.—Section 2, River and Harbor Act approved 
July 3, 1930. 

Existing project.—None. 

Plan of recommended improvement.—Provides for construction of 2 
rubble-mound seawalls 1,240 feet and 1,525 feet long at Waimea Beach 
and Hanapepe Bay, respectively. 

Estimated cost.—1956 price levels: 


Federal Non-Federal Total 


EE IIIS it Sain incltesactnde niceoddaeaekemsaxalece saul $4, 000 $19, 800 $23, 800 
PD IE Sai cid cciansinn cecal ap iclnndeWenancintenicacdiatlase 16, 000 43, 600 59, 600 


Local cooperation.—Submit for approval by the Chief of Engineers, 
prior to commencement of work on either project, detailed plans and 
specifications and arrangements for prosecuting work on that project; 
provide all necessary lands, easements, and rights-of-way; give 
satisfactory assurances that locakinterest will maintain the protective 
measures during their useful lives as may be required to serve their 
intended purpose; maintain continued public ownership of the shores 
on which the amount of Federal participation is based, and their 
administration for public use during the useful lives of the projects; 
and contribute to the cost of the project as recommended by the 
Chief of Engineers. 

Project economics.— 


Waimea ~—— 


ay 
ide tibnabh end aaa nddcees eet necnobei ss << kaeeeuiaawayaldeaall $2, 642 
Annual! benefits: 
A SOE OE OR iid cndnpniecminntannonsdelindnhinedabeapubmpapiieee 3, 421 
PIN GE SUNT GUD, a5 a ciccned mpaetansscness mienedeatestsonnamen 43 
ii ddinkndiuhnakshiantvincntsbaokoh bucdininndhetalbebialaanbeedaaaia 3, 664 
SR I ONNOD o nnin cb edccsacdaminwsadvccticmanudndbostianasaicskusadde 1.39 
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SrecTion 102 


This section is similar to that in the 1954 River and Harbor Act 
and provides for reimbursement of local interests for work done by 
them on beach erosion projects authorized in section 101 subsequent 
to the initiation of the cooperative studies which form the basis for 
the project. Certain restrictions and limitations are included to safe- 
guard the interests of the United States. The committee considers 
this provision to be an equitable one, the principles of which have 
already been recognized by Congress in previous legislation. 


SrcTION 103 


The committee heard long and extensive testimony on the matter 
contained in this section and has discussed the problem exhaustively 
in executive session. A provision requiring local interests’ coopera- 
tion in the authorization of the Algiers lock on the Gulf Intracoastal 
Waterway near New Orleans was agreed to in good faith but local 
interests were subsequently informed by the attorney general of the 
State of Louisiana that this provision, which required them to main- 
tain and operate a new railroad bridge over the lock, could not be 
legally met. The Corps of Engineers Jacks the authority to maintain 
and operate this railroad bridge. The project which has been com- 
pleted will be in an anomalous position in that the railroad cannot 
reasonably be required to assume this responsibility since the bridge 
is over a part of the project which was formerly dry land and its 
construction was necessitated only by the provision of the navigation 
improvement and does not benefit the railroad. The committee 
feels that the moral obligation for this cost lies upon local interests 
but recognizes the legal impossibility of meeting this obligation until 
appropriate action is taken by the State. Therefore, it has included 
language to permit the Corps of Engineers to operate the railroad 
bridge over Algiers Canal for the period September 1, 1956 through 
December 31, 1958 in order to permit local interests to take the neces- 
sary steps. The committee has arrived at this decision after long 
and careful deliberation and believes it to be the only solution to a 
vexing problem. The committee points out, however, that it expects 
that appropriate action will be taken by the State of Louisiana prior 
to December 1958, to remove this burden from the Federal Govern- 
ment as contemplated in the authorizing legislation. 


SECTION 104 


The committee heard extensive testimony on the proposed program 
to eliminate the water-hyacinth and other obnoxious growth from 
water along the southeastern and gulf coasts. The language included 
in this section is substantially in accordance with a report and recom- 
mendations of the Chief of Engineers, and would normally be included 
as one of the items in section 101. It has been placed in a separate 
section because of the committee’s desire to state fully and completely 
those conditions under which the project is authorized. It provides 
for a 5-year program at a cost of $1,350,000 per year in addition to 
maintenance funds which are now being spent under navigation au- 
thorizations. The committee is of the opinion that an equitable 
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division of cost between the United States and local interests would 
be in the order of 70 percent Federal, and 30 percent non-Federal, 
presently estimated at $945,000 Federal, and $405,000 non-Federal. 
Certain restrictions and limitations have been included in the language 
to safeguard the interests of the United States. 


SecTion 105 


The committee has discussed with the Corps of Engineers at con- 
siderable length the present report procedure which in many cases 
requires submission of a preliminary examination prior to uudertaking 
the survey. This procedure extends back for many years and is no 
longer considered to be efficient. The lapse between the submission 
of a preliminary examination report and the initiation of a subsequent 
survey requires repetition of effort, an increase in costs, and frequently 
delays of 1 to 2 years in reaching final conclusions. Much time and 
some money would be saved in submitting review survey reports on 
favorable projects if the Corps of Engineers could proceed without 
interruption into the survey phase after preliminary determinations 
are made that survey studies are worthwhile. If the preliminary 
investigation indicates that there is no likelihood of developing a 
favorable project, a report on that basis would be submitted to the 
Congress fulfilling the requirement of authorization for the study at a 
minimum expense. In conducting its work and its relationship with 
this committee, the Corps of Engineers will program and present costs 
on the basis of the total estimated cost of a full survey for each report 
with the understanding that some reports can be completed at a rela- 
tively small cost after preliminary determinations indicate lack of 
economic justification. The actual costs of many of the reports in the 
program, therefore, will ultimately be less than that indicated. 

This section pertains to reports for navigation and allied purposes. 
In title II, a similar section (sec. 208) is included for reports on flood 
control and allied purposes. 


Section 106 


This section provides for reimbursement to local interests for work 
on 2 projects authorized in the River and Harbor Act of 1954; 1 on 
Apalachicola Bay, Fla., and 1 in the same area on a channel across 
St. George Island, Fla. Because of the urgency of the work, local 
interests have undertaken certain parts, and the committee feels that 
in these cases it is entirely equitable that they be reimbursed. Other 
reimbursements of this nature have been authorized by the Congress 
in the past in connection with navigation projects. 


SecTION 107 


The project for the Dog River Cutoff in Pascagoula Harbor, Miss., 
was authorized in the River and Harbor Act of 1950, providing for a 
12-foot channel. Because of the urgency of the work, the port 
supervisors proceeded to dredge an 18-foot channel throughout the 
length of the project at a cost of $61,000. They now desire reimburse- 
ment of the cost of providing the authorized 12-foot project within 
the limits of the work done, and subject to approval of the Chief of 
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Engineers. The committee believes that reimbursement to local 
interests in an amount of $44,000 is justified. It is believed also that 
local interests should comply with the requirements of local coopera- 
tion in order that there be no difficulty in Federal maintenance of the 
project at a later date. 


Section 108 


The purpose of this section pertaining to the Upper Fox River, Wis., 
is to authorize the transfer of the Federal properties comprising the 
project to the State of Wisconsin. This in an old navigation project 
which has long been in disuse, insofar as commercial “navigation is 
concerned. It is used extensively, however, by small pleasure craft. 
The project was authorized by the River and Harbor Act of March 3, 
1873, but only custodial maintenance has been performed since 1951. 
State conservation agencies have expressed an active interest in 
acquiring the project. The Corps of Engineers has testified on this 
matter and recommends the transfer. The only other course of 
action would be complete abandonment and this cost would be 
comparable to the cost of $300,000 which would be authorized in this 
section. The committee feels that it is obviously desirable to follow 
a course of action which will result in preserving an asset that would 
be available to the general public. The committee understands that 
favorable action will be taken by the State to accept the properties. 


SrscTIon 109 


The committee has carefully considered the matter contained in this 
section. The constructed Calumet-Sag channel is 9 feet deep by 60 
feet wide connecting the Illinois Waterway and the Calumet River 
and Lake Calumet. This channel, which was originally constructed 
by local interests, was incorporated into the Federal navigation 
system in 1930. Since that time, the United States has had the main- 
tenance responsibility. In 1935 the construction of wider places in 
the channel to permit passing was authorized. The River and Harbor 
Act of 1946 authorized the widening to 225 feet and the extension of 
the channel into Indiana, terminating at East Chicago and Gary. 
The 1956 Appropriation Act carried funds to initiate the construction 
of part I. Part IJ is referred to as that portion from Sag Junction to 
Lake Calumet. The 1946 authorization provided that the Federal 
Government join with the railroad bridge owners in the alteration of 
the railroad bridges in accordance with the principles of the Truman- 
Hobbs si Act, passed in 1940, to provide for the necessary 
clearances. Local interests were required to bear the cost of altera- 
tions to highway bridges in accordance with policy at that time. In 
1952 the Truman-Hobbs Bridge Act was amended to include highway 
bridges. 

The review made by the Corps of Engineers of the existing project 
was directed at determining if the conditions of local cooperation with 
respect to highway bridges ‘should be modified in any way at this time. 
The wee estimate of highway bridge alterations for the entire 
project is $46,422,200, including $13, 202,200 for part I, $24,120,000 
for part II, and $9,100,000 for part III. The committee thoroughly 
considered the pertinent question as to whether or not the project, as 
authorized by Congress in 1946, should stand as is; or whether the 
principles of the Truman-Hobbs Act as amended in 1952 should be 
applied. In this deliberation, the committee noted that Federal 
funds have only been appropriated for initiation of construction of 
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part I as presently authorized. It has been informed that the addi- 
tional first costs to the United States which would result from the total 
modification of parts I, II, and III are estimated at $40,031,000 with 
a corresponding reduction to local interests. Of the total of $40,- 
031,000, $9,884,000 applies to part I. The committee does not feel it 
desirable to authorize the modification for all parts of the project at 
this time. The committee recognizes the importance of the Cal-Sag 
navigation project as a vital link for through commerce between the 
Great Lakes and the Mississippi-Ohio Inland Waterway system. [t 
considers that modification of part I to accomplish that portion of the 
waterway for which funds have been appropriated should be made, and 
recommends that the highway bridge cost of $9,884,000 in part I of 
the improvement be borne by the Federal Government (H. Doc. 45, 


85th Cong.). 
SrecTion 110 


This section would permit the transfer of the now obsolete Federal 
project known as the Illinois and Mississippi Canal to the State of 
Illinois. The situation and the purpose of this section are similar to 
those described for the Upper Fox River in section 107. In this case 
legislation has been enacted by the State under which the properties 
can be accepted. The estimated cost of $2 million is the equivalent 
of that required to place the structures in safe condition to permit 
complete abandonment. As with the Upper Fox River the committee 
feels that a course of action which will permit continued use of the 
facility for recreational purposes under State sponsorship is very much 
preferable to a course of action which would result in a needless loss 
of a valuable asset. The project was open to traffic in 1907 and has 
not been operated for navigation purposes since 1951. 


SEcTION 111 


The committee notes that many communities along streams on 
which the Corps of Engineers is undertaking extensive improvements 
in the navigation facilities must relocate public facilities and structures 
at their own cost. Such structures and facilities usually consist of 
sewer outlets and water intakes located in the bed of the stream by 
license of the Federal Government. The committee sees no distinc- 
tion between the damages suffered by a city in having to relocate such 
a facility and the damages sustained by any person as a result of 
relocating a facility which is damaged by a public works project but 
which is not located within the bed of the stream, and believes that 
if the Federal Government is to bear the cost of damages in one case, 
it should do so in the other. 


SECTION 112 


This section provides for survey investigations for navigation, beach 
erosion, and allied purposes at various localities. A change in the 
previous procedures is discussed under section 105. A list of the 
surveys in this section follows. 


NAVIGATION AND BEACH EROSION SURVEYS 


Stave Island Harbor at South Goldsboro, Maine. 
Tashmoo Pond, Martha’s Vineyard, Mass. 


Gn nin fe COL 


rn 


aunt fhe tat Ok 





ss = “Se F 


n 
ts 


BS 


ch 
he 
he 


RIVER AND HARBOR AND FLOOD CONTROL PROJECTS 71 


Sachem’s Head Harbor at Guilford, Conn. 

Poquonock River at Groton, Conn. 

Water route from Albany, N. Y., into Lake Champlain, N. Y. and 
Vt., including the advisability of modifying existing Federal and 
State improvements, with due consideration of ultimate connection 
with the St. Lawrence River in Canada. 

Hammonds Cove entrance to Locust Point Harbor, Long Island 
Sound, N. Y. 

Indian River Bay to Assawoman Canal known as White’s Creek, 
and up White’s Creek, Del. 

Indian River Bay via Pepper’s Creek to Dagsboro, Del. 

Chesapeake Bay and tributaries, Maryland, Delaware, and Vir- 
ginia, with a view to elimination of the water chestnut (Trapa natans). 

Area from Cuckold Creek through Neale Creek and Neale Sound 
to the Wicomico River, Charles County, Md., to determine the feasi- 
bility of providing a safe and continuous inland channel for the 
navigation of small boats. 

Currioman Bay, Va. 

Tabbs Creek, Lancaster County, Va. 

Wrights Creek, N. C. 

Savannah River, with a view to providing 9-foot navigation to 
Augusta, Ga. 

Little Gasparilla Pass, Charlotte Caunty, Fla. 

Frenchman Creek, Fla. 

Streams and harbor facilities and needs therefor at and in the 
vicinity of Bayport, Fla., in the interest of present and prospective 
commerce and other purposes, with the view of improving the harbor 
facilities of Bayport as a port for commerce and for refuge on the 
Gulf of Mexico. 

Channel from Lynn Haven Bayou, Fla., into North Bay, Fla. 

SmalJl-boat channel from the port of Panacea, Fla., into Apalachee 
Bay, Fla. 

Dredged channel, vicinity of Sunshine Skyway, Tampa Bay, Fla. 

Tampa Bay, Fla., with a view to determining the feasibility of a 
fresh water lake at that location. 

Apalachicola River Chipola Cutoff, Fla., via Wewahitchka, with a 
view to providing a channel 9 feet deep and 100 feet wide. 

Apalachicola River, Fla., in the vicinity of Bristol and in the 
vicinity of Blountstown. 

Streams at and in the vicinity at Gulfport, Fla. 

Trinity River, Tex. 

Missouri River, with a view to extending 9-foot navigation from 
Sioux City, lowa, to Gavins Point Dam, S. Dak.-Nebr. 

Channel from Port Inland, Mich., to deep water in Lake Michigan. 

Connecting channel between Namakan Lake and Ash River, Minn. 

Camp Pendleton Harbor and Oceanside, Calif., with a view to 
determining the extent of Federal aid which should be granted toward 
recommended beach erosion control measures at Oceanside, Calif., 
in equity without regard to limitations of Federal law applicable to 
beach erosion control. 

Anaheim Bay, Calif., with a view to determining the extent of 
Federal aid which should be granted in equity without regard to 
limitations of Federal law applicable to beach erosion control. 
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SECTION 113 


This provides that title I may be cited as the “River and Harbor 
Act of 1958”’. 


TITLE II—FLOOD CONTROL 
Following is an analysis, section by section, of title II: 
SEcTION 201 


This section is the same as that which has appeared in the last 
several flood-control bills and continues those provisions of local 
cooperation which have been in effect for some time. 


SECTION 202 


This section is also the same as that which has appeared in the last 
several flood-control acts and continues the present procedure of sub- 
mitting reports to the interested States and Federal agencies prior to 
submission to Congress. 

SEcTION 203 


This section authorizes new projects, project modifications, and 
increased monetary authorizations for existing comprehensive basin 
plans. The preliminary language in this section is the same as in 
previous flood-control legislation. The individual items with their 
project document numbers, where pertinent, are listed in the follow- 
ing tabulation with the estimated costs, broken down by new projects 
and increases in authorization for previously approved projects or 
plans. A discussion of increased basin authorizations follows the 
description of individual projects after the table. 


Flood control 


| | 

New projects} Increased 
Project | Document No.! or modifica- basin au- 

| 








tion thorizations 
New Bedford, Fairhaven, and Acushnet, Mass---- oe S. 59, 85th Cong.....] $10, 480,000 |............-- 
Narragansett Bay area, R. I. and Mass_....-...----- | H. 230, 85th Cong...| 11, 550,000 |........--.... 
Connecticut River Basin 
Comprehensive basin plan. | hi kiiineidaw cael $24, 000, 000 
Littleville Reservoir, Mass. ......................| 8. § 2(5 090, Ld) ae 
Mad River Reservoir, Conn......................| H. 137, 85th Cong...| 2 (5, Sep isvtnestideccen 
Housatonic River Basin | | 
Hall Meadow Brook Reservoir, Conn___.___.____- H. 81, 85th Cong._-.-. DIY Bicistiesitstetsduanchares 
East Branch Naugatuck River Reservoir, Conn. .|_-.-- as cnt etondn SED hicitecgunsenke 
eo Bia Bee eee | H. 394, 84th Cong_-- 8 8. Ul eee 
Mohawk River, N. Y-- gol Ar ea H. 172, 85th Cong--- ED Liccéccaceuonnn 
Pantego and Cuckler rs Creek, N. C. _| H. 398, 84th Cong__- Oo | a 
Savannah River Basin, completion of Hartwell Res | Ri; WET, WORE COME walscacdecedatnes 44, 300, 000 
| 


ervoir, Ga. 
Central and southern Florida: 











ee EIIINT ERIE MI os cawiiidtawenincwdallvecneh aan aseeets ewes awewemauatcaad 40, 000, 000 
a so Ae, ee ee ee | S. 48, 85th Cong... BRP Es dnitentiadancne 
Mobile River Basin | | 
Tombigbee River and tributaries, Alabama and H. 167, 84th Cong. -- DEED Viichstthditeawbinde 
Mississippi. | 
Alabama River at Montgomery, Ala...........--- | H. 83, 85th Cong... Fi Sy GEO  Meicwcidcvadccoce 
Lower Mississippi River: | 
White River Backwater project, Arkansas__......| S. 26, 85th Cong-_-__-- 2, 380, 000 | Saul alain 
3oeuf and Tensas Rivers and Bayou Macon | H. 108, 85th Cong-_-- 1, G8 Vikisiskewmcae 
Basin, Ark. 
Old and Atchafalaya Rivers, La................-.. H, 478, 83d Cong-_... On ne il 
St. Francis River Basin, Ark. and Mo-.-....--...-- Be. 190 Sit Come.) «SBI O bio ccncncsaass 
oe oe oe Leow H. 76, 85th Cong._-- 1, 932, OY at ce 
NN SERN SEO, 5d 5 sid mndtibdsh maken wastorencuimedehiumamdandibnes Ee Ee Bncudiinia ation 
I BN ii ce ea satin vcnctabtiaaid ag | H. 347, 84th Cong--- OF |) ea 
Trinity River Basin, Tex., Navarro Mills spn | 
local contribution_- cimannal’ tia Se See Come... a 
Red-Ouachita River Ba isin, ‘Okla. and Ark_....._-._-- | . 170, Both Come...) GE 206, COO loncccnsccccccs 
Ua a ae ke naemenlld H. 347, 85th Cong-.-- ROSE siseadssnncnn 
Trinidad Dam, Purgatoire Riv er, COGS ds eccdtntncced H. 325, 84th Cong... PN Se \kcadsinnesadans 


Bee footnotes at end of table. 
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Flood control—Continued 





| 


| 








| New projects} Increased 
Project | Document No.! | or modifica- basin au- 
tion thorizations 
White River Basin, Ark. and Mo.: 
Comprehensive basin plan..............-.-------- | wactine- qu ccimminsedaaean i ie ata | $57,000, 000 
Lone Rock Reservoir, Ark_- Be. 400, SOG OGRE. 2.008. cnc pekcuncdasbissacneecsteba 
Pecos River at Carlsbad, N. Mex.......-...-.........| H. 224, 85th Cong.--| $1, 791, NS ose 
Rio Grande at Socorro, N. Mex..........-...-.......- | &. 58, 85th Cene...... 3, 102, 700 cia hepa teens 
Upper Mississippi River Basin: | 
COOMREORIOISEVS DOSER DIM. occ onan cccecwinccnccncc!opsncdansnbhelacendeustensuaeaameeane 21, 000, 000 
Rock and Green Rivers, I]....................... - 173, 85th Cong--. GF ONS lnnwtecdcnenaut 
Eau Galle River at Spring Valle y, i 4 eee 8. 52, 84th Cong-._--- aac ecnceectenl 
Mississippi River at Winona, Minn.....__- ma 324, 84th Cong--- 5 GE leckaceucesanac 
Mississippi River at St. Paul and South St. Paul, | H. 223, 85th Cong---| GC PRED be kewdincndiunces 
Minn. 
Minnesota River at Mankato and North Man- | H. 437, 84th Cong---| 1, 870, 000 pit dns castes 
kato, Minn. | | 
Saylorville Reservoir, Des Moines River, Iowa..--| 8. 9, 85th Cong.....-| 44,500,000 |...-..--..-.-- 
Kaskaskia River, Ill_- . .-.-| H. 232, 85th Cong. 23, 000, 000 lenwcccessenns 
Root River at Rushford, Minn -_. ; ..| H. 431, 84th Cong- 796, 000 |-.------------ 
- Great Lakes Basin: 
Bad River, Mellen and Odanah, Wis... H. 165, 84th Cong--- ES i canituibne 
) Kalamazoo River at Kalamazoo, Mich-. S. 53, 84th Cong----- GO Bikns saddsecacs 
Grand River at Lansing, Mich-.-. S. 132, 84th Cong... | OO OD Si ccnkcacnsanes 
Saginaw River, Mich- H. 346, 84th Cong.--| 16,085,000 |-...--....---. 
Oswego River at Auburn, N. Y--- 8. 133, 84th Cong-. 305, 000 italics 
Missouri River Basin: 
| CONEY DUNN IRR 5 iss ke pant canadien beammoaiaeensamucaiie ‘ 200, 000, 000 
Payment for damages, Oahe and Fort Randall |---...-.-------------- GTR OP Bic acucosacadia 
"1 Reservoirs. | 
Sun River at Great Falls, Mont H. 343, 85th Cong- 5 CIRO Biccncasauses ‘ 
n Cannonball River at Mott, N. Dak... H. 35, 85th Cong--. 434, 000 - 
Floyd River, Iowa H. 417, 84th Cong- - OE Ciecencstccescs 
r Black Vermillion River at Fr: ankfort, Kans- H. 409, 84th Cong- 6. | aan 
a Gering and Mitchell Valleys, Nebr S. 139, 84th Cong-- 1, 214, 000 |- ‘ 
Salt Creek and tributaries, Nebraska H. 396, 84th Cong- 13, 314, 000 | a 
s Shell Creek, Nebr H. 187, 85th Cong- 5 GER OP Loaebsiar 
: Ruffy Brook and Lost River, Minn... S. 141, 84th Cong_. 632, 000 
iT Ohio River Basin: 
e Saline River and tributaries, Ilinois-- H. 316, 84th Cong- 8 aaa paess 
Upper Wabash River, Ind H. 435, 84th Cong. I Ki crwccicencennns 
Brush Creek at Princeton, W. Va--- ; S. 122, 84th Cong-- 917,000 | 
Meadow River at East Rainelle, W. Va_---. S. 137, 84th Cong-. 708, 000 - 
Tug Fork, Williamson, W. Va. S. 105, 85th Cong... 625, 000 | necnieed 
Lake Chautaugua and Chadakoin River at Jé sme s- | S. 103, 84th Cong-.. 4, 796, 000 _ 
town, N. Y. 
West Bran h of Mahoning River, Ohio... H. 191, 85th Cong- BD, BEB GD Bako nn cctce cnn 
Chartiers Creek at Washington, Pa. H, 286, 85th Cong. 1, 286, 000 ata aid 
Turtle Creek Basin, Pa H. 390, 85th Cong... 13, 417, 000 | ee 
iS Sandy Lick yd - Brookville, . H. 166, 85th Cong... AB‘ ‘RR ‘“[A[ OF a= 
= Turtle Creek , Pa .....-| H. 390, 85th Cong- SE OAT, Oe inact cncuntbees 
Monroe Res« ae Salt C reek, Ind.. H. 192, 85th Cong-- 6: FRR OEP hicpnccuncunsse 
Sacramento River Basin: 
" Comprehensive basin plan Aas ceciaeie 17, 000, 000 
Chico Landing to Red Bluff, Calif H. 272, 84th Cong- 1, 560, 000 a a 
00 Eel River, Sandy Prairie region, California H. 80, 85th Cong-_- ar, Cae 1... csonke 
Weber River ind tributaries, Utah ‘ H. 158, 84th Cong- 520, 000 ‘an : 
- San Joaquin River Basin, Calif. _- 13, 000, 000 
Kaweah and Tule River Basins, Calif..... 28, 000, 000 
. Los Angeles River Basin, Calif... 44, 000, 000 
Santa Ana River Basin, Calif. ‘i 8, 000, 000 
San Diequito River Basin, Calif : H, 288, 85th Cong--_- 1, 961, 000 aig 
Columbia River Basin, including the Wilamette ; 112, 000, 000 
River Basin. 
000 Bruces Eddy Reservoir, Idaho-- S. 51, 84th Cong_-_-_- 1, 200, 000 2 a 
Sammamish River Basin, Wash----. H. 157, 84th Cong--- 825, 000 a 
Chena River at Fairbanks, Alaska-. H. 137, 84th Cong- 9, 727, 000 ae a 
000 Cook Inlet, Alaska...- H. 34, 85th Cong- 6, 900 


Total, flood control (80 projects) 


1 H. indicates House document; 


3 Amounts included in basin authorization. 


NEW BEDFORD, 


(S. Doe. 59, 85th Cong., 


Location.— 


FAIRHAVEN, 


AND 


8. indicates Senate document. 


Ist sess.) 


495, 


ACUSHNET, 


095, 300 


“608, 300, 000 


MASS. 


-The city of New Bedford and the town of Fairhaven, 


Mass., are located in Bristol County, about 50 miles south of Boston, 


27010—58- 


wunamaalft, 
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Mass., and about 30 miles southeast of Providence, R. I. The town 
of Acushnet adjoins Fairhaven on the north. 

Report authorized by.—Public Law 71, 84th Congress, 1st session, 
approved June 15, 1955, and a resolution of the Senate Public Works 
Committee, adopted November 9, 1954. 

Existing project—There is no existing hurricane protection project. 

Plan of improvement.—Provides for construction of an earthfill dike, 
about 4,430 feet long, across New Bedford and Fairhaven Harbor at 
Palmer Island with a connecting dike and seawall at the west end 
about 4,200 feet long; a dike and seawalls at the head of Clark Cove 
about 5,920 feet long; a dike in southeast Fairhaven about 3,620 feet 
long; and other appurtenant works. 

Project economics— 


IIe I cli atid ade em i ke ere $691, 000 
Bee POE: 8 = ch cb i de co cccccsawieabucnwuctdcwewlune eee $987, 900 
PE POEW TNE. Oh gan me catalase Bowe weenie cba Ne we eee as 1. 4 


Recommendations.— 
Chief of Engineers.— 
Estimated cost.— 


Th te ental tg eee ire ee $15, 490, 000 
FREE ea Kc chemo dca cad eaeaaabaaneae eh wen nem 1 1, 710, 000 
NN Ba on gas aMnt ca nee sete ines ac eee as oe eae 17, 200, 000 


1 Includes a cash contribution of $1,560,000. 


Local cooperation.—Provide lands, easements, and rights-of-way; 
hold and save the United States free of damages; accomplish reloca- 
tions; maintain and operate the project with the exception of the main 
harbor barrier; and contribute in cash 9.1 percent of the construction 
cost, presently estimated as $1,560,000, in lieu of annual maintenance 
and operation of the main harbor barrier. 

Committee. 

The committee has given careful consideration to this project and 
is of the opinion that an equitable division of the estimated cost of 
$17,200,000 would be in the order of 70 percent Federal and 30 percent 
non-Federal, a breakdown of which is as follows: 

Estimated cost. 





RII oe. oi oa nie wan ede ee wees dana eee $17, 050, 000 
ROU, Bn era ncks eee dcndnackecewsennaee eee 150, 000 
SOLE) CUORUIOGON CbSbi 6s nee een cds bbewkndakaundseueaen 17, 200, 000 


Division of estimated cost.— 


Federal (70 perce wo ee | ee ae ea $12, 040, 000 
Non-I Seder ral (80 percent of $17,200,000) .................-- --- !5, 160,000 
NN i a EN a os ak SEE el i ca 17, 200, 000 
Congressional authorization required. 
Poderal Snare Of estimated 00st. 2... =~. ons nccndwcasseiacssee $12, 040, 000 
Non-Federal cash payment in lieu of annual maintenance__...... ? —1, 560, 000 
RsiIE AE SAL. eosin s anak eneeeeeoneaneen 10, 180, 000 


1 Exclusive of contribution required in lieu of maintenance and operation of main harbor barrier. 

2 Local interests will be required to pay in cash 9.1 percent of the estimated cost of the project, presently 
estimated at $1,560,000, in lieu of maintenance and operation of the main harbor barrier. This amount will 
be applied tow ard the Federal share of the estimated project cost thereby reducing the Federal amount re- 
quired for appropriation. The Federal Government will, in return, maintain and operate the main bar- 
rier dam at an average annual cost presently estimated at $55,000. 
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NARRAGANSETT BAY, R. I. AND MASS. 


(H. Doe. 230, 85th Cong., 1st sess.) 
g 
(Interim report) 


Location.—The Narragansett Bay area includes about one-half of 
the total area of Rhode Island, extending northerly past Providence, 
the State capital, about three-fourths of the length of the State. 

Report authorized by.—Public Law 71, 84th Congress, approved 
June 15, 1955. 

Existing project—There are no existing or authorized hurricane-tide 
projects. 

Plan of recommended improvement.—Provides for alleviation of 
storm-tide damage and loss of life in the Providence area of Narragan- 
sett Bay, R. I. and Mass., by construction of a barrier about 1,100 feet 
long across the Providence River at Fox Point to a grade of about 
22.5 feet above mean sea level with accessory pump, sluices, cooling- 
water inlet facilities, and seawalls at each end with stoplog structures. 

Project economics.— 

MN WR a i ect is cnn cick wis sae ae ee $732, 000 
SIENA UNNI oa diss in a sas! msg mst ew ecg lets ee ee $1 
Recommendations.— 
Chief of Engineers.— 
Estimated cost. 


TN i a aga he Sis i is «cha di wp uta cit a $16, 180, 000 
os | nen re ae ee Seg 320, 000 
OCG i disci tsniniie BACT RS Ss aitocnits Sieh sacl eee ee ee 16, 500, 000 
Local cooperation .—Local interests must give assurances that they 


will: (a) furnish without cost to the United States all lands, ease- 
ments, and rights-of-way; (b) accomplish without cost to the United 
States all relocations of buildings, utilities, sewers, roads, and related 
facilities made necessary by the work; (c) hold and save the United 
States free from damages due to the construction works; and (d) main 
tain and operate the improvements after completion in accordance 
with regulations prescribed by the Secretary of the Army. 
Committee.— 

The situation regarding this project is similar to that for the New 
Bedford hurricane improvement which has been previously discussed. 
As in that case the committee has considered that an equitable 
division of the estimated cost of $16,500,000 would be in the order 
of 70 percent Federal and 30 percent non-Federal, a breakdown of 
which is as follows: 

Estimated cost: 


UNE ris sip cece aie lea eae $16, 180, 000 
SMR HOe cla nciccn ch sicdecéuwdcsuddaaeeee eee 320, 000 


ROCA COMMPUOTION CONE 5 ook 5s ce cette ee eee ees 16, 500, 000 








Dwision of estimated cost: 


Federal (70 percent of $16,500,000) __................-____- 11, 550, 000 
Non-Federal (30 percent of $16,500,000)__........--.----__- 4, 950, 000 





SOOM ss oc icisetccacadcubdaducenccucdeee ee 16, 500, 000 


Congressional authorization required: 
RUGS AN ION 16 WAR so itiicicniscuminnntactintecawmmmeneae 11, 550, 000 








76 RIVER AND HARBOR AND FLOOD CONTROL PROJECTS 


LITTLEVILLE DAM AND RESERVOIR, WESTFIELD RIVER, MASS. 
(S. Doc. 17, 85th Cong.) 


Location.—On the Middle Branch of the Westfield River in Hamp- 
shire and Hampden Counties approximately 35 miles north of Hart- 
ford, Conn. 

Report authorized by.—Senate Public Works Committee resolution 
adopted September 14, 1955. 

Existing project.—For the Westfield River was authorized by the 
Flood Control Acts approved June 22, 1936, as amended and supple- 
mented; as a part of the comprehensive plan for flood control in the 
Connecticut River Basin. The project for the Westfield River 
includes a flood-control reservoir at Knightsville and local protection 
works near the mouth of the Westfield River at West Springfield. 

Plan of proposed improvement.—Provides for a dam and reservoir 
on the Middle Branch of the Westfield River which would control a 
drainage area of about 52 square miles. It would be an earth-fill 
dam about 151 feet high and 1,325 feet long, with a concrete spillway. 
It would have a capacity of 23,600 acre-feet. The project would 
require acquisition of about 550 acres of land and 39 buildings, and 
relocation of about 3 miles of highway and 3 miles of utilities 

Estimated cost.— 











Federal Non-Federal Total 
| 
1956 price levels......-- | iia inpeto ec emecoceac ae a 0 $5, 090, 000 
Project economics (c urrent): | 
an re Sach areca tiene ncnbiapi oman angiie SE Bind woutusdwathedenmaidewcedie 
NN ae ia tod oats liana aaa akdeia nail PED Secs cccnscadasincne seabed diaries 
Benefit-cost ratio__........----- sacha dihicsk spncnniccoinadealanchaiiec aed a | hpliccnies nue aac iaegdetae 





Local cooperation.— None. 

Remarks.—The committee believes that, because of the recent 
disastrous floods in the basin resulting in great damage, the project 
should be authorized in order that construction could be undertaken 
at an early date. The authorization for the Connecticut River 
Basin has been increased to include the cost of this project. 


MAD RIVER DAM AND RESERVOIR, MAD RIVER, CONN. 
(H. Doc. 137, 85th Cong.) 


Location.—The Mad River watershed is located in Litchfield County 
in the northwestern part of Connecticut. The site of the Mad River 
Dam is located in the town of Winchester, Conn., about 2.2 miles 
above the confluence with the Still River and about 0.3 mile northwest 
of the city of Winsted, Conn. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, September 14, 1955. 

Existing project—The existing project for the Mad River was 
completed in October 1951. The work consisted of removing an 
abandoned dam and excavating an improved river channel for 4,800 
feet through the center of Winsted, Conn. This project was a unit 
of the comprehensive plan for flood control and other purposes in 
the Connecticut River Basin. 
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Plan of recommended improvement.—Provide for a dam and reservoir 
on the Mad River site in Winchester, Conn. Project would consist of 
a rolled earth-fill dam 168 feet high and 1,040 feet long with a side 
channel spillway. 

Estimated cost.—June 1956, Federal, $5,430,000; non-Federal, 
$390,000. 

Local cooperation.—Provide all lands and rights-of-way necessary 


for construction and operation of the project and to maintain project 
after completion. 


Project economics.— 


PUG) COBIN si. | ec 5 oc ds heee dvn wwe naccagubeeed eee $212, 000 
Annual benefits: Elimination of damage_______..-.-------.-------- $263, 000 
PORREL- COUN BRNO S « oi nccun'sscedaneeame ssa yadbenee bese eee 1.2 


Remarks.—The committee has heard testimony on this project and 
notes that local interests are required to furnish all lands, easements, 
and rights-of-way for the reservoir. The Chief of Engineers takes the 
position that since the reservoir is primarily for the protection of Win- 
sted and its function is similar to a local levee or channel modification 
project, lands should be a local responsibility. 

The committee after careful consideration of this project is of the 
opinion that local interests should share in the costs of this project as 
recommended by the Chief of Engineers by furnishing all necessary 
lands, easements, and rights-of-way, including those required for 
relocations, and maintaining the project after completion. 


UPPER NAUGATUCK RIVER ABOVE TORRINGTON, CONN. 


HOUSATONIC RIVER RASIN 


(H. Doc. 81, 85th Cong.) 


Location.—The Naugatuck River, a tributary of the Housatonic, 
lies wholly within the western part of Connecticut. The headwaters 
lie about 6 miles south of the Massachusetts line in the southeast 
corner of the town of Norfolk. The general direction of flow is 
southerly to Derby where it joins the Housatonic in its tidal reach 
about 12.25 miles from Long Island Sound. 

Report authorized by.—Senate Public Works Committee resolution, 
adopted September 14, 1955. 

Existing project.—There are no existing Corps of Engineers’ flood 
control or local protection works in the Naugatuck River watershed 
above Torrington, Conn. The only authorized project in the basin 
is the Thomaston flood-control dam and reservoir located in the 
town of Thomaston, downstream from Torrington. 

Plan of recommended improvement.—Construction of two flood- 
control dams and reservoirs in the city of Torrington, as follows: 

The Hall Meadow Brook Dam and Reservoir is located on Hall 
Meadow Brook 0.4 mile above its confluence with the West Branch 
of the Naugatuck River. The project would consist of a rolled earth- 
fill dam 55 feet high and 1,080 feet long with a spillway located in a 
saddle in the left abutment. The capacity of the reservoir at spillway 
crest elevation would be 7,200 acre-feet. 

Kast Branch Dam and Reservoir is located on the East Branch of 
the Naugatuck River, 3.0 miles above its confluence with the West 
Branch. The project would consist of a rolled earth-fill dam 95 feet 
high and 886 feet long with a side-channel spillway in the right 
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abutment of thedam. The capacity of the reservoir at spillway crest 
elevation would be 5,150 acre-feet. 
Estimated cost.— 


| Federal Non-Federal | Total 


Hall Meadow Brook Dam and Reservoir_-_....-.......------- $1, 960, 000 $460, 000 $2, 420, 000 
East Branch Dam and Reservoir...........-.-..--.---------- | 1, 780, 000 890, 000 2, 670, 000 


Project economics.— 























Hall Meadow] East Branch 

Brook 
ois Sis s Ah che ten an teeduk enn lsecadanindasas $100, 000 $102, 000 
I III = ¢. .vincia ne eadankene wabieakoetainn augmdien ihn ddaied denenonaoaa $244, 000 $128, 000 
EIN oda cnnkhedsckicdssubtchens Jdnnbonautnahtabekiahhen tocar 2.4tol 1.3 tol 
8 servoir protection of Torrington is similar to that 


recommended for Winsted. The testimony of the Cor ps of Engineers 
indicated that these reservoirs are for the protection of Torrington 
and should be considered as local protection projects. 

The committee after careful consideration of this project is of the 
opinion that local interests should share in the costs of this project as 
recommended by the Chief of Engineers by furnishing all lands, 
easements, and rights-of-way, including those required for relocations, 
and maintaining the project after completion. 


NORTH BRANCH SUSQUEHANNA RIVER AND TRIBUTARIES, NEW YORK 
AND PENNSYLVANIA 


(H. Doc. 394, 84th Cong.) 


Location.—North Branch Susquehanna River is in south-central 
New York and northeastern Pennsylvania. 

Report authorized by —Senate Committee on Commerce resolution, 
July 8, 1942, and nine other authorizations. 

Existing projects—Provides for 17 local protection projects and 10 
flood-control reservoirs. Fifteen local protection projects have been 
completed, one is under construction, and planning for construction 
of one is in progress. Four flood-control reservoirs have been built. 

Plan of recommended improvements.—Three reservoirs in the Tioga 
River Basin on Cowanesque River, Crooked Creek, and Tioga River. 
Local protection at Nichols, N. Y., and Elkland, Pa., and channel 
improvement at Cortland, N. Y. Channel improvements have been 
completed at Cincinnatus and Sherburne under the snagging and 
clearing authority and at Conklin-Kirkwood under section 212, 1950 
Flood Control Act. 

Estimated cost.— 


Federal Non-Federal Total 
| 





Project report (1954): 


Reservoirs- - isoo s $82, 130, 000 0 $82, 130, 000 
Local protection and channel improv UNM sk ee docs ke 2, 010, 000 250, 000 2, 260, 000 
Total... ; ccsue ae ; 84, 140, 000 250, 000 | 84, 390, 000 
January 1956: 
II coda << ne Machin cachsnsc aralete Senge Memeeenehinerc ete Cece 90, 340, 000 0 90, 340, 000 
Local protection and channel improv din eet 2, 210, 000 275, 000 2, 485, 000 


IE iaidadacaccdacecscbcenes eshieacibbsesionaansed $92, 550, 000 275, 000 | $92, 825, 000 
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Local cooperation.—Required for local protection and channel im- 
provement projects only. Furnish lands, easements, and rights-of- 
way; hold and save the United States free from damages; maintain 
and operate project; and prevent encroachments. 

Project economics.— 


Project Current 
report 

Annual charges: 

SE WO saaulidisksnh on danphntae sacblnhassdunedon iokentitinediod asians $3, 052, 000 $3, 357, 000 

Local protection ‘and chi annel improvement dink uhninddibasnaenemeamcewee 92, 000 102, 000 
Annual benefits: 

TO ii tisincnnnsapesienep en dein emsttndaeadahddbedandee dae 4, 678, 000 5, 146, 000 

Local protection and channel improvement ick coin iiniba-adaleaa maaan aid eninniialesael 174, 000 191, 000 
Benefit-cost ratio: 

NE FOG aos cit. ccnnocatncinn cade hanhaeenah ees ch piapalibahae i caiients 1. 53 1. 53 

Local protection ‘and channel IU. a ctnrconaduduatinccndnaciint 1.88 1. 88 


Remarks.—The committee notes the bigh economic ratio of this 
project. The reservoirs are considered essential to provide flood 
protection downstream, and the local protection projects are desirable 
for relieving local flood conditions. The committee has only provided 
partial authorization for the recommended plan. 


MOHAWK RIVER, N. Y. 
(H. Doc. 172, 85th Cong.) 


Location.—Rises in west-central New York and flows generally 
southeasterly 155 miles to the Hudson River at Waterford and Cohoes, 
N. Y. 

Report authorized by.—F lood Control Act approved August 11, 1939. 

Existing project.—None. 

Recommended plan of improvement.—Provides for flood-control im- 
provements at South Amsterdam, Herkimer, and Rome, N. Y., by 


means of levees, floodwalls, channel improvements, and other appur- 
tenant structures. 


Estimated cost.— 


| Federal | Non-Federal Total 








EC IOR GIO sicseiicinscdnsctttsccccstnneccesseaudaeed | $2, 069, 000 | $478, 000 $2, 547, 000 
| | 





Local cooperation.—Furnish lands, easements, and rights-of-way; 
perform all necessary reconstruction or alteration of highway bridges 
and street and utility changes; hold and save the United States free 
from damages due to the construction works; and maintain and 
operate the completed works. 

Project economies .— 


PDE CONS ges bn ok Sein eusnawunaeneuawea dene ees $115, 400 
MCU MI ani nk, cs wsinis teas se oss Seth eng $132, 200 
Ce ae = ee NS TN 1.14 


Remarks.—The committee notes that flooding in the Mohawk 
River Basin is due primarily to overflow of the river during high 
discharge, or to ice jams, or a combination of both, aggravated at 
some points by excessive tributary inflow. The benefit-to-cost ratio 
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for the project at Rome, N. Y., is indicated to be slightly less than 
unity. However, the Chief of Engineers points out, that in addition 
to the evaluated benefits there are certain intangible benefits, not 
susceptible of monetary evaluation, consisting of enhancement of the 
general welfare and security of the residents in the protected area. 
In addition, the project will improve sanitary conditions and will 
reduce interruptions to traffic on major highways. The committee 
is of the opinion that these intangible benefits, coupled with the large 
non-Federal participation in the project are sufficient to warrant 
adoption of the project by the Congress. 


PANTEGO AND CUCKLERS CREEK, N. C. 
(H. Doc. 398, 84th Cong.) 


Location.—The channels to be improved are directly or indirectly 
tributary to Pungo River. They are mainly in the eastern part of 
Beaufort County. 

Report authorized by.—Flood Control Act, June 30, 1948. 

Existing project.—None. 

Plan of recommended improvement.—Provides for improvement of 
4 existing channels: Pantego Creek, 2.3 miles, Cucklers Creek, 1.2 
miles, Intercepting Canal, 5.8 miles, and Albemarle Canal, 5.9 miles 
a total of 15.2 miles. Channels would have depths of from 8 to 17 
feet and bottom widths of from 20 to 80 feet. Two bridges require 
modification. 

Estimated cost.— 








Federal Non-Federal | Total 
— aaeemneens i | rs 
' 
i ag Le heres ree er | $413, 000 $129, 100 | $542, 100 
413, 000 129, 100 | 542, 10 


DOES GHGs inne aiickcnigneaskis inch dpe anpaenaa tablales $s 





Local cooperation.—Provide without cost to the United States all 
lands, easements and rights-of-way necessary for the construction of 
the project; make all necessary bridge and utility alterations; con- 
tribute in cash 17.4 percent of the construction cost, an amount 
presently estimated at $86,900; hold and save the United States free 
from damages due to the construction works; and maintain the project 
after completion in accordance with regulations prescribed by the 
Secretary of the Army. 

Project economics.— 





| Report Current 

otis i chtii it eckciienieewnedlienenaesuaca ie iabaneldansbion | $29, 100 $29, 100 
Annual benefits: | 

SN a i a ge eh ee lem ecient 27, 520 29, 800 
I. a sitrrttinnan ddthamnencepbeediedasitinnatcunaniblnis 16, 580 17, 800 
| scccctaaecna beara acelin aati 
a a a i Se as 44, 100 47, 600 
DU hoki 5c ns dnt gti dh slag aeiaclnnls Dies aunt taiasboindroro i 1. 52 1. 63 





Remarks.—The committee notes that completion of this project will 
improve drainage from a large area of cleared farmlands. A proper 
local contribution is proposed. 
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CENTRAL AND SOUTHERN FLORIDA, HENDRY COUNTY, WEST OF LEVEES 
1, 2, AND 8 


(S. Doe. 48, 85th Cong.) 


Location.—About 10 miles southwest of Lake Okeechobee in eastern 
Hendry County, Fla., about 40 miles east of Fort Myers and 8 miles 
southwesterly of Clewiston. 

Report authorized by.—Senate Public Works Committge resolution 
adopted November 20, 1945. 

Existing project.—Area is within the bounds of the comprehensive 
project Central and Southern Florida. 

Plan of recommended improvement.—Construction of canai and levee 
L-100, pumping station 5-100, culvert S—101, and spillway S—102; 
enlargement of authorized borrow canals adjacent to levees 2, 3, 4 
(west) and 28 (north 2.5 miles); and construction of 2.6 miles of canal 
west of tieback levee along southerly portion of levee 3 (south). 

Estimated cost.—January 1955: 


POGGIHE co as noe ded dccbae de tc lites Sd ened $3, 172, 000 
NOt Federal . 2.0. < occcce ccc dn wns ccc cdhencuse ae eee 1, 430, 000 
DOGS 6 oes ow wk dcberin dma eee ee ee 4, 602, 000 


Local cooperation—Furnish lands, easements, rights-of-way, and 
spoil-disposal areas; assume cost of relocations and alterations; hold 
and save the United States free from damage; operate and maintain 
works after completion; contribute in cash 27.5 percent of the con- 
struction cost, an amount estimated at $1,202,700. 

Project economics .— 


Federal | Non-Federal Total 


| 
Annual charges- : ; 7 sient $113, 500 $145, 600 = 100 
Annual benefits sca sa see $326, 300 ata obtain odiienas 
Benefit-cost ratio---_- ‘ ; éxwduceie 1. 26 | ets acai alee 


Remarks.—The committee recognizes the necessity for interior 
modifications in the central and southern Florida flood-control project, 
and believes the recommended work is desirable 

The committee notes that the Chief of Engineers has recommended 
a local cash contribution of 27.5 percent of the construction cost. 
The present local cash contribution required for the Central and South- 
ern Florida project, in the general area of which Hendry County is 
located, was established in the 1948 act as 15 percent. This applied 
to the so-called first phase of the project which was authorized at 
that time. In authorizing the second phase of the project in the 1954 
Flood Control Act a proviso was added to require the Chief of Engi- 
neers to make a review of the required local cooperation and to 
determine if any change appeared advisable. This report was made 
and submitted to the committee and is contained in House Document 
No. 186 of the 85th Congress. The Chief of Engineers recommended 
among other things that the cash contribution be raised from 15 per- 
cent to 20 percent and this recommendation is added as a proviso in 
this bill as part of the language for the Central and Southern Florida 
Flood Control Basin authorization immediately preceding the item 
for Hendry County. To be consistent, therefore, the committee 
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believes that the local cooperation with respect to cash contribution 
should be the same for Hendry County as for the remaining part of 
the Florida project and has so included the item in the bill. 


TOMBIGBEE RIVER AND TRIBUTARIES, MISSISSIPPI AND ALABAMA 


(H. Doc. 167, 84th Cong.) 


Location.—Tombigbee River and tributaries are in northeast Mis- 
sissippi and northwest Alabama above juncture of Warrior River. 

Report authorized by—Four House Flood Control Committee reso- 
lutions, February 9, 1939, and May 2, 1939; five House River and 
Harbor Committee resolutions, February 3. 1939, F ebruary 2, 1939, 
and April 15, 1946; Senate Commerce Committee resolution, May 2 
1939. 

Existing project.—Provides for alleviation of floods by bank clearing 
and cutoffs in Itawamba County for 53 miles along East Fork and 
along Tombigbee River and tributaries above the mouth and including 
Noxubee River. Pr oject was 47 percent complete in 1940. Now ork 
has been performed since that time. 

Plan of recommended improvement.—Provides clearing of all trees 
under 10 inches in diameter to 20 feet beyond top of banks, snagging, 
cutoffs, and enlargement from the mouths of 22 tributary streams. 

Estimated cost.— 


| Federal Non-Federal Total 











Project document ome .----- . ss iaike pine $14, 445, 400 $7, 27, 800 $21, 873, 200 
senmery 1066. .....-....<<. ey a ae 14, 445, 400 7, 427, 800 21, 873, 200 
Committee recommendation. 5 intheitsitimumncmeddes |) - 562, 80 21, 873, 200 





Local cooperation (recommendations of Chief of Engineers).—Furnish 
lands, easements, right-of-way; make at their expense all road, high- 
way bridge, and utility changes, alterations, additions, and relocations; 
hold and save United States free from damages; prevent future en- 
croachments in improved channels; maintain all the works; contribute 
in cash $6,338,000. 

Project economics.— 





Project doc- |Current (Jan- 























ument uary 1956) 
Annual charges-.----- — bd Sonn edb oceteanoel : icetatabense $1, 006, 200 | $1, 096, 200 
Annual benefits: 
Damage prevented -. 2d nealeuhls ae Sl a i 924, 500 759, 100 
Change in land use : ee Ee alae atinpaivate 1, 306, 900 1, 073, 100 
Re Sa ded ei clln ctec Bisse ahiu hes Mia meal ss eintl metal oaletedaaetcedenadiche 2, 231, 400 1, 832, 200 


Benefit-cost ratio... 2 sls Sic 5 siggy ails ate il Rae a tee Sl | ’ 2.04 | ‘(1.67 


The committee received testimony on this project, with particular 
reference to the provisions of local cooperation. The committee con- 
siders this cash contribution recommended excessive for this area, 
and reduced the amount to $1,473,000 as a part of the requirements 
of local cooperation. This represents a compromise between the 
original recommendations of the executive and legislative branches. 
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ALABAMA RIVER AT MONTGOMERY, ALA. 
(H. Doc. 83, 85th Cong.) 


Location.—The local protection works at Montgomery are located in 
the south central portion of the State of Alabama along the Alabama 
River, 300 miles above its mouth. 

Report authorized by.—Resolution of the House Rivers and Harbors 
Committee, April 28, 1936. 

Plan of «mprovement.—Consists of 1,730 feet of concrete wall and 
20,970 feet of earth levee, for a total length of 22,700 feet; 2 pumping 


stations and appurtenant structures for accommodation of drainage 
of the protected area 


= stimated cost. —January 1955 


Bho ein dna steepew es an nnke ka ecilekod satan ae eee $1, 284, 000 
PRO . i's « dctiennkenenacdsnqebentesdassaseambinnnae 273, 000 


= a: te et mcrae thee naccthea cuales = mete ae ae 1, 557, 000 

Local cooperation.—Furnish lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate the improvements; make necessary changes to utilities and 
to existing streets; contribute in cash 12 percent of the total construc- 
tion cost, currently estimated to be $182,000 (January 1956 price 
levels). 

Cee economics .— 


Total 


Annual benefits: 
Reduction of flood damages 


Lk wh sa i ol ip td sl i Wl ck ol et ce 61, 000 
INCEORNGG GARG WH cisco a men nmenneckdandendeeeknena ee 22, 000 
TOI i 5 cero tp pe csc. sll cs cacao bred cee eh as oe a ea ee 83, 000 
Poneh-Gout Patied sso. Wis wn cea ce ane eauahee ae 1.15 
Remarks.—The recommended project provides protection to an 


urban area, including proper accommodations for interior drainage. 
Its authorization at this time is considered advisable. 


LOWER MISSISSIPPI RIVER-—-AREA ENCLOSED BY WHITE RIVER BACK- 
WATER LEVEED SYSTEM 


(S. Doc. 26, 85th Cong.) 


Location.—The area enclosed by the White River backwater project 
comprises about 145,500 acres (81,000 cleared) in Phillips, Monroe, 
and Desha Counties, Ark., lying between the Mississippi and White 
Rivers immediately above the mouth of White River. The leveed 
area, subject to use as an emergency reservoir, is about 25 miles long 
with a maximum width of about 12 miles. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, September 23, 1949. 

Existing project—The Flood Control Act approved May 15, 1928, 
as amended, provides for flood protection of the alluvial valley of the 
Mississippi River from Cape Girardeau, Mo., to Head of Passes by 
means of levees, floodwalls, reservoirs, bank protection in and along 
the river and its tributaries and outlets, insofar as affected by back- 
water of the Mississippi River. The Flood Control Act approved 
June 15, 1936, authorized construction of the White River backwater 
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system of levees and two drainage floodgates as an emergency reservoir. 
The project was about 90 percent complete as of June 30, 1955. 

Plan of recommended improvement.—Provides for construction and 
operation of a 1,500 cubic feet per second pumping plant and reinforce- 
ment of floodgates and stilling basin at the Little Island Bayou outlet 
structure to withstand a landside water height of 11 feet. 

Estimated cost.—January 1956: 


NS Sbekii net ae nunc ccutide aguas aeebeeseueds becmuwhue 2, 380, 000 


Local cooperation.—Furnish lands, easements, and rights-of-way 
for construction and operation of the pumping plant and operation 
of floodgates; provide necessary drainage improvements for utilization 
of lands adjacent to sump area; hold and save the United States free 
from damages; and cooperate in formulation of plans for conservation 
of fish and wildlife in maintenance of sump levels. 

Project economics.— 

Annual charges: 


I sini Be i ac xe aaihin webs $86, 000 
Losses to wildlife resources (Report by Fish and Wildlife Service)_. 78, 500 


Operas ONG MAMUCNANOD... 2... been dw ccuceseuscuscs 57, 000 
NOM tO i 5 Sia itcc ct a een ae CE elena hgh sa aaa ale 221, 500 
Annual benefits: 
AUS GRINS DROWN « ois occ cs ere BSS Swe ee SESS 182, 400 
Peer Gan OE oo es eee eae cee 331, 400 
POON it itesctns cw Sei eee eee eee ows See as 513, 800 
PN WES os cc Sb See 2OR SS eae ee ee eee sees ‘= 23 


Remarks.—Since this project is a unit of the Lower Mississippi 
Valley project, the committee believes that the present cost-sharing 
applicable to that project should apply, and adopts the recommenda- 
tions of the Chief of Engineers. 


BOEUF AND TENSAS RIVERS AND BAYOU MACON, ARK. AND LA. 
(H. Doc. 108, 85th Cong.) 


Location.—Watersheds of subject streams comprise that portion of 
the alluvial valley lying south and west of the main-line Arkansas- 
Mississippi River levees between Pine Bluff, Ark., and latitude of 
Jonesville, La. 

Report authorized by.— Resolutions of Committee on Flood Control, 
House of Representatives, May 23, 1946, and Committee on Public 
Works, United States Senate, June 1, 1948. 

Existing project.—Provides for improvement of the Boeuf and Tensas 
Rivers, Bayou Macon, Big and Colewa Creeks, Bayou Lafourche, 
Big Bayou, and canals 19, 43, and 81, aggregating approximately 772 
miles. 

Plan of recommended modification of existing project.—Provides for 
minor extensions to the existing project, including extension of canal 
19, and improvement of canal 18, Black Pond Slough, Kirsh Lake 
canals, Fleschman’s Bayou, Caney Bayou, and Rush Bayou, all in 
Arkansas, but finds that the construction of a control structure in 
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Ditch Bayou for the regulation of Lake Chicot should not be under- 
taken by the Federal Government as a flood-control feature of the 
project. 

Estimated cost—June 1955: 


FI a oino'n sas Oth wanenieaeénianleie date ebtghiigair nds tary ene $1, 212, 000 
Sb tdcuwawnswe deen aus hdelshcewe wake men aah ae eae 1 828, 000 


TO. éSewwrcukovsrinasuseades eaeboadsaaeeeeee 2, 040, 000 


1 Cost of supplementary farm drainage used to compute annual charges. 


Local cooperation.—Operate and maintain the federally constructed 
channels after completion and accomplish associated local drainage 
improvements at their own expense. 

Project economics.— 


Riedl CRRIONO iit iia teducadsisced Jeee. coe ee ee $117, 500 
Annual benefits: 
Reducwon Of food GaQMaeet: 6. 6 inns cccnncicn cide acmadaaaeie 21, 600 
Treweanee Wale Wibe.  oe co oo ck nwrana wan skehandcsaneso ee 554, 500 
WU aie carsedsedien. sp 0s i Bh Ps le ds eed So ang a 576, 100 
Premneint- Ontt CR i ond i wks Radigiaiine bebe tae 4. 90 


Remarks.—The committee notes the large amount of local costs for 
laterals and farm drains to make the project effective, and realizes 
that additional large expenditures will be necessary for clearing and 
developing the land and for related costs. 


NAVIGATION LOCK AT OLD RIVER, LA. 
(Mississippi River Commission Report, March 30, 1956) 


Location.—The lock, a feature of the Old River Control Improve- 
ment, is to be located south of the existing channel of Old River in the 
vicinity of the junction of the Old and Mississippi Rivers. 

Report authorized by.—F lood Control Act of 1954 (Public Law 780, 
83d Cong. 2d sess.) (H. Doc. 478, 83d Cong.). 

Existing project.—The lock is necessary to continue existing naviga- 
tion on the 12-foot by 125-foot Atchafalaya River, Morgan City to the 
Mississippi River project and the authorized 9-foot by 100-foot 
Overton-Red River Waterway. 

Plan of recommended improvement.—Provides for a lock with gravity- 


type walls, sector gates, and a clear chamber of 1,200 feet by 75 feet 
by 13 feet. 


Estimated cost—March 1956: 


I 8 nn cacao ea AOR ee eG sane al et aagee i noun tac aae aaee $28, 200, 000 
II ONNININ cs sacynsctts sls Ss go gee ee eo Pang aah aetna tea 0 


RODS aviakunedinenensadiontetieks bilaiti ey ai eek aia at 28, 200, 000 
Local cooperation.—None required. 
Project economics.— 


Annual charges, lock only: 


RIVOOHOUE Gite? MNT GIOUION: 25 oc a Ss os i oii cc tc ceeeee $1, 069, 000 
Maintensnee anid Operations. 6550652450505 4000 dence ees 213, 000 
SOURS « dca anene de eden eee eens ieee eee 1, 282, 000 

For Old River control (including lock). ...................-.-... 3, 314, 000 
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Annual benefits—There are no individual benefits to waterway 
transportation from the lock construction. Estimated benefits for 
the entire Old River control project are $14,600,000 annually. 

Benefit-cost ratio.—4.4 to 1. 

Remarks.—The project for control of flows through Old River and 
to prevent diversion of the Mississippi River through the Atchafalaya 
River is under construction. The Committee believes it would be 
economical to construct the lock along with the other works, and 
recommends its full authorization. 


ST. FRANCIS RIVER, MO. AND ARK. 
(H. Doc. 132, 81st Cong., 1st sess.) 


Location.—The St. Francis River rises in the hill section of south- 
east Missouri, flows generally southward for about 475 miles through 
southeast Missouri and Arkansas to enter the Mississippi River at 
mile 670 AHP, about 8 miles above Helena, Ark. 

Report authorized by—House Committee on Flood Control resolu- 
tion, February 23, 1944; and Senate Committee on Commerce 
resolution, July 16, 1945. 

Existing project—Provides for protection of alluvial valley portion 

of basin by (a) west bank Mississippi River levee including lower 
reaches of Little River headwater diversion; (b) protection works in 
the St. Francis and Little River Valleys above the mouth of St. 
Francis Bay, consisting of the Wappapello flood-storage reservoir in 
Missouri; leveed main stem floodway from the hill line to the Cross 
County line; the Cross County ditch thence to St. Francis Bay; levee 
along lower reaches of Little River in Missouri, and Big Lake Flood- 
way levees from Missouri-Arkansas State line to the mouth of Little 
River in Arkansas; and channel improvement of the lower reaches of 
Big Slough ditch and Tyronza River, Ark. 

Plan of recommended improvement.—Provides for enlargement and 
extension of Little River Basin headwater diversion levee; rectification 
and extension of drainage and levee systems in Little River floodway 
and Upper St. Francis River Basins and Big Slough ditch; constructing 
paved inlet at the head of Cross County ditch; extension of Steep Gut 
floodway to opposite Marianna, Ark.; construction of a closure levee 
between the lower end of the new floodway levee and the main line 
Mississippi River levee at Whitehall with provisions for a floodgate, 
pumping plant and appurtenances, fuse plug sections, and interior 
drainage rectification as required; alteration of highway and railway 
bridges as required. 

Estimated cost.—July 1955: 

UN I a a Ba ed es 1$55, 674, 000 
PR chtina dene cccdceiee Ramin ndddidecadheemaieleddnae 0 


55, 674, 000 
1 The sum of $20 million was previously authorized to be appropriated, and $35,674,000 is authorized to be 


appropriated by this act. 


Local cooperation.—Provides for assurance that levees will be main- 
tained in accordance with the provisions of section 3 of the act of 
May 15, 1928. 
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Project economics.— 
Annial ChaTeieecs cciicteesss GaSe eadidsn eens $2, 731, 500 
Annual benefits: 
FIOCG IGMR DIGVONING coos eed ndedcecmacddeanadaneshean daa 3, 688, 000 
Increased ld Wissel... 256... Ci Sate cdakews Beane See 2, 603, 000 
DOM. 6 foc dees Gh eee ce ee ee ae 6, 291, 000 
Beneht-c00e 1GGO- <a wad onc ceahnnwnasieecewemckadenséaadnel 2.3 


Remarks.—This item will complete the monetary authorization for 
this project, and is believed essential because of recent floods in 
this basin. 


WOLF RIVER AND TRIBUTARIES, TENNESSEE AND MISSISSIPPI, FOR 
FLOOD CONTROL 


(H. Doc. 76, 85th Cong.) 


Location.—Wolf River rises in the hill areas of Tippah County, 
Miss., flows generally northwesterly about 117 miles and empties into 
the Mississippi River at mile 732.6 within the corporate limits of 
Memphis, Tenn. 

Report authorized by.—House Committee on Public Works resolu- 
tion, March 5, 1952. 

Existing project—The Flood Control Act approved May 15, 1928, 
as amended, provides for flood protection of the alluvial valley. 
Applicable features relating to Wolf River are main stem levees on 
west bank of the Mississippi River and Memphis Harbor project. 
The River and Harbor Act, approved August 30, 1935, provides for a 
channel 9 feet deep and 250 to 200 feet wide from the mount to 
North Second Street, thence 125 feet wide to Hindman Ferry Road, 
a distance of about 5% miles. The Flood Control Act of August 28, 
1937, as amended, provides flood protection for industrial Memphis by 
floodwalls, levees, revetments and drainage structures, and extends for 
about 9 miles along Wolf River. 

Plan of recommended improvement.—Provides for realinement and 
enlargement of river channel as follows: an average depth of 18 feet 
with 65-foot bottom width between miles 38 and 16; average depth of 
24 feet by 70-foot width between miles 16 and 3.5, and an average 
depth varying from 25 to 35 feet by 100-foot width through a new 
diversion channel between mile 3.5 and the Mississippi River. An 
embankment with a crest width of 40 feet at elevation 230 mean sea 
level, 2,100 feet long, and having protected side slopes 1 on 3 will 
close the existing channel below the point of diversion. The lower 
3 miles of the tributary Fletcher Creek channel will be realined and 
enlarged to an average depth of 12 feet with 10-foot bottom width. 

Estimated cost.— 


| Federal Non-Federal Total 





MNES CER ai ced sc dcccedncvacddsnceddeenaseudaseechaustaal 


$1, 87 
February 1956 


2, 000 $1, 061, 000 $2, 933, 
1, 932, 000 1, 095, 000 3, 027, 








Local cooperation.—Furnish all lands, easements, and rights-of-way ; 
hold and save the United States free from damages; maintain and 
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operate works after completion; provide necessary alterations to 
bridges and abutments; provide necessary interceptor sewer and abate- 
ment measures to eliminate pollution below the channel closure at 
mile 3.2; provide a cash contribution equal to 19 percent of the initial 
cost of other items, an amount presently estimated at $453,000; agree 
to elimination of navigation improvements provided in existing project 
above mile 3; and construct 50 percent of local drainage improvements 
recommended by United States Department of Agriculture. 
Project economics.— 

















Report Current 
Annual charges-------- ; ican a eee , — Si, 800 $121, 600 

Annual benefits: ee s a 
nn ITI aa as een el ie eunwee tees 48, 600 43, 500 
Reduced dredging cost_._._----- SoM Sani ibaeeien Na mer es ; i 24, 000 24, 800 
Land enhancement. -- ie acs uginedeatenemirns ssbetebaniend eaten 79, 400 77, 200 
Total fesewanae iar oad aes cipkaee sedis deep intd esaagss tng 152, 000 145, 500 
Benefit-cost ratio._......-.-..---- ica whip stills a eaves la ght dk et cake ood 1.29 1. 20 











Remarks.—The Non-Federal costs on this project appear adequate 
and its connection with the Memphis Harbor project makes it desir- 
able. Additional flood protection will be provided in and adjacent to 
a large metropolitan area. 


GREENVILLE HARBOR, MISS. 
(Report of the President, Mississippi River Commission, April 26, 1957) 


Location.—Greenville, Miss., is located on the left bank of the 
Missssippi River, between miles 530 and 535. 

Report authorized by.—Resolution of the Committee on Public 
Works, United States Senate, adopted June 12, 1954. 

Existing project.—None. 

Plan of recommended improvement.—Provides for an adequate con- 
necting channel to the Mississippi River and harbor channel enlarge- 
ment utilizing the spoil material to provide a contiguous harbor and 
port area for ‘such appurtenant works as would be required to realize 
the greater benefit from the use of water transportation. 

Estimated cost.— 


INN cca bade a ie ee I aio Uk _... $2, 530, 000 


Local cooperation. sitet lands, easements, nel Se of-way; 
construct and operate adequate terminal and transfer facilities; 
maintain without cost to the United States all works, except harbor 
and connecting channels, after completion; establish a competent and 
properly constituted public body empowered to regulate the use, 
growth, and free development of the harbor facilities, and to limit 
occupancy of the port area to industries whose activities are integrated 
to water transportation; and hold and save the United States free 
from damage due to the construction works. 

Project economics.— 

I gain inna nnninsestbendls kwbiibene tne nsaniienn nes $180, 000 


aR I ten se al les oer i a i aches aig a 812, 000 
Benefit-cost ratio. ........_-_- wii wwlcnida Sista tue aa nuchedn dios 4.51 
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Remarks.—The committee notes that there is a pressing need for 
improved navigation facilities to serve the expanding requirements of 
the Greenville, Miss., area. It believes that the present and pro- 
spective tonnage and savings in transportation costs resulting from the 
improvement are sufficient to justify authorization by the Congress 
and accordingly has included this item in the bill. 

The committee has considered this project in the light of the 
authorized harbor improvement at Vicksburg, Miss., and feels that 
the similarity of the two projects warrants inclusion of the Green- 
ville improvement in the bill on similar terms with respect to local 
cooperation. 


BAYOU CHEVREUIL, LA, 
(H. Doc. 347, 84th Cong.) 


Location.—Bayou Chevreuil, La., is located between the Mississippi 
River and Bayou Lafourche, in parts of Ascension, St. James, St. 
John the Baptist, and Bayou Lafourche Parishes. 

Report authorized by.—Flood Control Act of December 22, 1944, and 
River and Harbor Act of March 2, 1945. 

Existing project.—None. 

Plan of recommended improvement.—The comprehensive plan of 
improvement consists of about 34 miles of Federal channel improve- 
ment of Bayous Chevreuil, Citamon and Verrett as a major drainage 


outlet and about 45 miles of lateral canals to be constructed by local 
interests. 


Estimated cost.— 

















| Federal | Non-Federal Total 
Project document January 1953_.........._.. i ae B $627, 000 $945, 000 $1, 572, 000 
PE By BO Darsinsanccecedeuns 7 547, 000 | 822, 000 | 1, 369, 000 





Local cooperation.—Provide all rights-of-way and easements neces- 
sary for construction; make alterations in utilities; construct approxi- 
mately 45 miles of lateral canals; hold and save the United States 
free from damages; maintain the completed project in operating condi- 
tion and free of obstructing vegetation; and make a cash contribution 
toward the Federal improvement of 29 percent of the actual cost of 
construction work for which the United States is responsible, an 
amount presently estimated to be $234,000. 

Project economics.- 


Report Jan. 1, 1956 





Annual charges 


ea ee 5 al $76, 700 | $69, 600 

Annual benefits: oe | 
Flood damages prevented - -- -- clas i csi eens baie th cht ds ital mania | 1 48, 000 | 63, 000 
Loss to fish and wildlife._.....__.. prtiaceadaades wi nen kien | 1 —8, 000 | —10, 000 
Land enhancement................- lpn otictiiaabiiah dissident cna ae | 171, 000 | 92, 000 
oe ee ented tien tail inniveilin nwa Mead | 1111, 000 | 145, 000 
Benefit-cost ratio ": 


bb ctaewsecuscénueh sees tdinuted anata deitdvawcdsaseeebusen | 1, 45 2. 08 


! Based on projected prices. 
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Remarks.—The committee notes that due to the urgent need for 
drainage facilities in the Bayou Chevreuil area, the State of Louisiana 
has contracted for and has underway a substantial part of the channel 
enlargement planned for the Federal project, amounting to about half 
of the total volume of dredging contemplated. The committee feels 
that the local interests should be given credit for all work accom- 
plished by them on the Federal project as part of the requirement for 
@ cash contribution of 29 percent. Accordingly, the committee has 
included language in the bill to accomplish this. 


RICHLAND, CHAMBERS, AND CEDAR CREEKS, TEX. (NAVARRO MILLS 
RESERVOIR) 


(H. Doc. 498, 83d Cong.) 


Plan of improvement.—Provides for a flood control and water con- 
servation reservoir located on Richland Creek about 60 miles above 
the confluence of Richland Creek with{the Trinity River. 

Project authorization.—Authorized by the Flood Control Act of 1954. 

Estimated costs —(As authorized): 


UES. 2s oo oo cuales onlint sos Wee Neen em ene eee $5, 180, 000 
NY Pee eee ee OE eee ee ERE CR ee a 2, 920, 000 
ON he he eed ee ee ok aii ed iia stm wrens 8, 100, 000 


Local cooperation.—In accordance with the provisions of the 1954 
authorization act local interests are required to pay an amount equal 
to 25 percent of the total cost of the project for conservation storage, 
presently estimated at $2,028,000 and pay an amount equal to 11 per- 
cent of the total cost of the project based on land enhancement 
benefits, presently estimated at $890,000. 

Remarks.—The committee considers the payment of $890,000 by 
local interests for land enhancement benefits unjustified in view of the 
treatment given similar projects in the bill and accordingly has in- 
cluded language in this legislation reducing the land enhancement 
contribution to $300,000. This would reduce the total non-Federal 
cost to $2,328,000 and increase the total Federal cost to $5,772,000. 


MILLWOOD RESERVOIR, ARK., AND ALTERNATE RESERVOIR SYSTEM, 
OKLAHOMA AND ARKANSAS, LITTLE RIVER, TRIBUTARY OF RED 


RIVER 
(H. Doc. 170, 85th Cong.) 


Location.—Little River rises in southeast Oklahoma and flows into 
Red River near Fulton, Ark., in the southwestern part of that State. 

Report authorized by.—Flood Control Act approved May 17, 1950. 

Existing project—Denison Dam (Lake Texoma); project for flood 
control on Red River below Denison (Boswell, Hugo, Millwood, 
Texarkana, Ferrells Bridge, Mooringsport, Black Bayou, Wallace 
Lake, Bodeau, and Cooper itenereuies! leneds and bank stabilization 
on Red River below Denison Dam; and local protection projects); 
and project for navigation, 9-foot channel from Mississippi River to 
Shreveport. 

Plan of recommended improvement.—Modification of the authorized 
Red River below Denison Dam project by the reduction of the flood- 
control storage capacity of the authorized Millwood Reservoir on Little 
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River by about 25 percent, the addition of 150,000 acre-feet for water 
supply in Millwood Reservoir, and the addition of 6 reservoirs for 
flood control and water supply in the Little River Basin above Mill- 
wood Reservoir. 


tstimated cost (recommendation of Chief of Engineers).— 


Total cost of modified Millwood and upstream reservoirs___.____-- $103, 035, 000 
Less cash contribution by local interests._............--..- -___ — 2, 281, 000 

Total Federal cost of construction. _................_-..- 100, 754, 000 
Less total cost of presently authorized Millwood Reservoir__-__._-- — 49, 800, 000 

Additional Federal authorization required__........____-- 50, 954, 000 

Project economics.— 

AniDURl GUOIEIE. 6 oo cows acne ceed undue bial eeikewsselbadee $4, 336, 700 
Annual benefits______- sa li a Anny Pact de ec Rt clk en nea dp eee $6, 369, 300 
ORUUYOUNS LENO . sews nnci sacks wecuuaosumeudeuteh couse 1. 47 


Remarks.—The committee, after careful consideration, has deleted 
the provision which would authorize Sherwood Reservoir, thus bring- 
ing the project to be authorized into accord with that recommended 
by the Chief of Engineers. The committee considers that the cash 
contribution of $2,281,000 for land enhancement is not a practical 
or equitable charge to non-Federal interests and has eliminated this 
feature as a requirement of local cooperation. The additional Federal 
authorization required based upon this action is as follows: 


Total cost of modified Millwood and upstream reservoirs____._..-_- $103, 035, 000 
Less total cost of presently authorized Millwood Reservoir -— ____-__- — 49, 800, 000 
Additional Federal authorization in bill. ............----- 53, 235, 000 


The action by the committee represents a compromise between the 
executive and legislative branches. In addition, the committee has 
included language in the bill authorizing the inclusion of penstocks in 
the proposed dams above Millwood in order that power installations 
may be constructed when warranted and authorized by the Congress. 


TEXAS CITY, TEX. 
(H. Doc. 347, 85th Cong.) 


Location.—Texas City is located on the southwest shore of Gal- 
veston Bay about 9 miles northwest of Galveston, Tex. 

Report authorized by.—Flood Control Act approved June 30, 1948. 

txisting project.—There is no Federal project for flood control in 
the area. 

Plan of recommended improvements.—Enlargement of the existing 
flood wall to 16 feet on the bay side of Texas City and construction of 
new wall from existing seawall to and through Monsanto Chemical 
Co. area. Construction of a new levee to 18-foot elevation along the 
east, south, and west side of the industrial area to high ground in 
La Marque. Construction of a levee to 18-foot elevation northward 
from the existing levee along the shore of Galveston Bay, Dickinson 
Bay and Bayou to the Galveston County Water Co. reservoir. Also 
construction of a navigation opening at Moses Lake, necessary stoplog 
opening for railroads and highways, two pumping plants for interior 
drainage and other required drain structures. 
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Project economics. 


Annual charges___------- patted So ctthd so Secs waa ces heehee $334, 000 
NII RN Se fd) On ae a dylan $1, 453, “7 
EN a | EIA Ate ES GLP Spin eee PROD PEE a PR 


Recommendations .— 
Chief of Engineers.- 
Estimated cost.— 





a heal Be epee Sect naa eh ee nono ates . $6, 166, 000 
NN ce crcl tap oe aia Sema ee see augers dass ie Jah be einen ese 2, 123, 000 
OS cag aa eb kdacan Mab ameci x AOk aan ee eee 8, 289, 000 


Local cooperation.—Local interests furnish assurances that they will 
(a) provide without cost to the United States all lands, easements, and 
rights-of-way; (b) hold and save the United States free from damages; 
(c) make all changes, alterations to, or relocations of any buildings and 
utilities made necessary by the work; (d) maintain and operate the works 
after completion; (e) contribute in cash, or items of work of equal value 
acceptable to the Chief of Engineers, a total sum equal to 16 percent 
of the construction cost, presently estimated at $1,153,000. 

Committee.— 

The situation regarding this project is similar to that for the 
New England hurricane improvements which have been previously 
discussed. As in those cases, the Committee has considered that an 
equitable division of the estimated cost of $8,089,000 would be in the 
order of 70 percent Federal and 30 percent non-Federal. Local 
interests are to be credited toward the 30-percent share with lands, 
easements, and rights-of-way and relocations under the requirements 
of local cooperation. A breakdown of costs follows: 





RUIRIRRINNN 2 oe 8 a ae a So ee bee Ceo indaewaloheena $7, 119, 000 
DE GIT. Sots wees ek Keo eee nos ke eauetas geeuee ete eae 1 970, 000 
Pee a CN I a Se ie iets es Osa mee oad 8, 089, 000 


1 Exclusive of $200,000 to be contributed by local interests for the additional cost of ramps in lieu of closure 
structures in accordance with their desires. 


Division of estimated cost.— 


Feaeral (70 percent Of SS: 0S0 GOO) oon oo oe Se en ee eee on $5, 662, 300 
Non-Federal (30 percent of $8,089,000) _.......--.---_.---------- 2, 426, 700 
TOGA he ob coach SPO eh dc cee Bedcx wees 8, 089, 000 


Congressional authorization required.—Authorization in _ bill, 
$5,662,300. 


TRINIDAD DAM, PURGATOIRE RIVER, COLO. 
(H. Doc. 325, 84th Cong.) 


Location.—Purgatoire River about 4 miles above Trinidad, Colo. 

Report authorized by.—House of Representatives common flood 
control resolution, March 20, 1945. 

Existing project—The local protection project on Purgatoire River 
at Trinidad, Colo., was authorized by Flood Control Act of 1944. 
This project has not been constructed and will not be necessary if the 
Trinidad Dam is constructed. 
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Plan of recommended improvement.—An earth fill dam 5,930 feet long 
with a maximum height of 208 feet. Reservoir capacity would be 
140,700 acre-feet at top of flood control pool, of which 39,000 would 


be allocated to sediment, 55,000 to irrigation, and 46, 700 to flood 
control. 


Estimated cost.— 


| Federal Non-Federal Total 








Project document —_- 
January 1956_. 


' $16, 628, 000 $372, 000 $17, 000, 000 
1 16, 628, 000 372, 000 17, 000, 000 








1 Includes $8,732,000 to be reimbursed by irrigators in 70 years. 


Local cooperation.—Contribute 4.5 percent of that portion of first 
cost allocated to flood control. Maintained channel of Purgatoire 
River through Trinidad. Agree to repay the first cost allocated to 
irrigation, established as 51 percent of the total cost; contribute 
toward annual operation and maintenance amount equal to 54 percent 
of project operation and maintenance. 

Project e economics .— 

















Project January 
document 1956 

A is 6 ik iin 0 kcinis we cdbusnsénedbe canted t<isagpecedietset $552, 000 $552, 000 
Annual benefits: x oF 

Reduction of flood damages._........___. abcaeiasa anaidaiaaietnaemae 249, 000 249, 000 

SS i bee eee eee him scmsea heed Od Wraeckos MORAG ce 26, 000 26, 000 

Irrigation ee dace ediitine sinthinsie adlistieely nalaquaihe o webaaii ht gquitailiddambats 290. 000 290, 000 

Deen Ws ee she cage coe 13, 000 13, 000 

Ps BA8 4555 an chine when odidvslbalbishanndentntn ceca 12, 000 12, 000 

ON ai ite asad ccinchvcdksskvawus ela adsl ode eee 590, 000 590, 000 

a — | ———— 

ITU UII he hogs cs accitna phd wo ee mcscnceincasnmaiiicebaneaniaion saat ieee 1.07 1.07 


Remarks.—After study of the recommendations in House Document 
325, 84th Congress, the committee concludes that in view of the flood 
threat and hazard to human life at Trinidad, Colo., the project should 
be authorized. The committee believes that the repayment period 
should be reviewed prior to completion of the project or during the 
irrigation development period. 


MARKHAM FERRY RESERVOIR, OKLA 


Construction of the Markham Ferry Reservoir, on Grand River in 
Oklahoma, by the Grand River Dam Authority, an agency of the 
State of Oklahoma, was authorized by Public Law 476, approved 
July 6, 1954 (68 Stat. 450), with Federal contribution for the flood- 
control storage provided herein. The committee recommends an 
amendment that would permit provision of additional flood-control 
storage or changing pool elevations in the reservoir, or both. The 
amendment would not involve any additional Federal funds, and 


any change in pool elevations would require approval of the Chief of 
Engineers. 
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WHITE RIVER AND TRIBUTARIES, MISSOURI AND ARKANSAS 


LONE ROCK RESERVOIR 
(District engineer’s report, December 12, 1951) 


Location.—Rises in northwestern Arkansas, flows north into Mis- 
souri, then southeast through Missouri and Arkansas to join the 
Mississippi River 583 miles above Head of Passes, La. 

Report authorized by.—Rivers and Harbors Committee resolution of 
January 24, 1939; Commerce Committee resolution of February 8, 
1939; House Flood Control Committee resolution of April 5, 1940; 
House Flood Control Committee resolution of October 8, 1945. 

Existing project—Two navigation projects on White River; naviga- 
tion projects on the Black and Current Rivers; 14 local protection 
projects; a levee at Clarendon, Ark.; minor snagging and clearing 
projects on various tributaries; and a system of 9 reservoirs for flood 
control, power, and allied purposes. 

Plan of recommended improvement.—Modification of approved sys- 
tem of reservoirs in White River Basin to provide for power in con- 
junction with flood control at Lone Rock Reservoir and addition of 
Gilbert Reservoir for flood control, power, and other purposes, at a 
total estimated Federal cost of $57,064,000. 

Remarks.—The committee feels that these projects may be worthy 
adjuncts to the comprehensive plan. However, the committee has 
limited its approval to inclusion of penstocks and appurtenant facili- 
ties at Lone Rock Reservoir because of certain questions of economic 
justification. It is understood that further congressional authoriza- 
tion will be required before construction of Gilbert Reservoir and 
power at Lone Rock Reservoir can be undertaken. 


PECOS RIVER AND TRIBUTARIES, CARLSBAD, N. MEX., AND 
VICINITY 


(H. Doc. 224, 85th Cong.) 


Location.—The city of Carlsbad is on the right bank of the Pecos 
River in southeastern New Mexico. Report concerns flood discharges 
of the Pecos River and its tributaries in the vicinity of Carlsbad. 

Report authorized by.—Flood Control Act approved June 28, 1938. 

Existing project—No authorized Corps of Engineers project at 
Carlsbad. 

Plan of recommended improvement.—Provides for construction of 
about 1.7 miles of floodway along Dark Canyon, enlargement of 1 
mile of channel along the Pecos River, and construction of 3.6 miles 
of channel and embankment to form a floodway for the conveyance of 
flood flows from Ocotillo Hills and Hackberry Draw above Carlsbad 
to the Dark Canyon Floodway. 


Estimated cost.—Report (June 1956): 


a el aE a os wv eM alr ee $1, 791, 200 
ES OS oe Eg Bes ee eed Vtate eee aaa don 729, 700 
OR Si dlaie od chee aandsta Rane bebe saeead ea 2, 520, 900 


Local cooperation.—Provide lands, easements, and rights-of-way; 
acquire easements for flood zoning purposes; hold and save the United 
States free from damages: maintain and operate the works; make 
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any alterations to existing improvements, other than railroads; and 
make a cash contribution of 13.3 percent of the actual cost incurred 
in constructing that portion of the Dark Canyon Floodway to be 
undertaken by the Federal Government, an amount presently esti- 
mated at $274,500. 


Project economics.—Survey report (June 1956): 


IE COI nr ciitinnnssratcitneeddnidindninndnitiedvinmennantiaaa $96, 580 
Annual benefits: 
Flood damages provented.ucsace cul ci adond et ee 72, 620 
ceed GniameeNG | 5n i. ob oa Ck ed ibe co bbat boas 37, 560 
OGRE. 5 cadiinoawtiacond wes weber eats ee 110, 180 
meneht-cost 160... Jace eb a a a ee es eee 1.14 


RIO GRANDE AND TRIBUTARIES, SOCORRO, N. MEX., AND VICINITY 
(S. Doc. 58, 85th Cong.) 


Location.—The city of Socorro is on the right bank of the Rio Grande 
in central New Mexico. Report concerned principally with flood dis- 
charges of the tributary, intermittent streams which rise in the Mag- 
dalena Mountains to the west. 

Report authorized by—Senate Committee on Public Works resolu- 
tion adopted September 8, 1950. 

Existing project—None. 

Plan of recommended improvement.—The Socorro diversion channel 
project would consist of three major elements: a modification of the 
existing Matanza diversion; a diversion channel above Socorro 
extending 3.92 miles; and an outfall channel extending from the 
diversion channel 1.32 miles to the Rio Grande. 

Estimated cost.— 


I anchcnis bcs the <mdtnih wid heed mae wale ae eer aaante $3, 102, 700 
SIMCOE << ncwnchbvacictnedcunsaatbhugewg panwaibaneia anal 273, 000 


TOE feces tek cece ee eee eee 3, 375, 700 
Local cooperation.—Provide lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate the works; make any necessary alterations to existing improve- 
ments, other than railroads and improvements constructed and main- 
tained by the United States; and make a cash contribution of 1.6 
percent of the actual cost incurred in constructing that portion of the 
project to be undertaken by the United States, an amount presently 
estimated at $49,400. 
Project economics.— 


I CIB iin. tin ice nianwncktviinnsddatiobedeetiowsiabennentl $134, 030 


Annual benefits: 


Peevention of Bead GRMOGONS «isa con cadets dewdewssaiuadndewe 160, 500 
DE OTRO ani ships tae: cso ican rata tented hed aioe a a el 5, 600 
POM cote hw alas cea ecace sakes ermal coud ee ten 166, 100 
ER - OOS GUO Sites nd nccdnscndcuaweesununnenaeee 1, 24 
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ROCK AND GREEN RIVERS, ILL. 
(H. Doc. 173, 85th Cong.) 


Location.—Rock River enters the Mississippi River downstream 
from Rock Island, Ill. Green River is a tributary of Rock River, 
entering that stream at mile 13.0 above the latter’s mouth. The 
lower Rock River is defined as that reach between the Government 
dam, mile 4.6, and Lyndon, Ill., mile 52.2. 

Report authorized.—Senate Committee on Public Works, April 20, 
1948, and House Committee on Public Works, April 20, 1948. 

Existing project.—Provides for construction of 9 miles of levee along 
left bank of Rock River to provide flood protection for Penny Slough 
levee and drainage district. The project was completed in January 
1940. 

Plan of recommended improvement.—Provides for the construction 
of new levees, enlargement of some existing levees, and modification 
or relocation of existing structures affected by levee construction or 
flood requirements at the following locations along the lower Rock 
River: area 1, Carbon Cliff to Canoe Creek; area 2, Canoe Creek to 
Rock Creek; area 3, Rock Creek to Lyndon; area 4, near Spring Hill 
to Prophetstown; and area 5, Penny Slough drainage and levee district. 

Estimated cost.— 


| | | 
Federal |Non-Federal 1 Total 


} | 
Smee oneness CE a a | $6,996,000 | $1,321,900 | $8, 317, 900 


1 Includes local cash contribution. 


Local cooperation.—Furnish lands, easements and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate the works after completion; bear the costs of all relocations, 
except those in connection with railroad bridges and approaches; make 
a cash contribution as a share in the first cost of the construction based 
on land-enhancement benefits. ‘The amounts to be a percentage of 
the total construction cost of each project, exclusive of the costs of 
lands and relocations to be borne by local interests as follows: area 
1, 2.4 percent; area 2, 2.0 percent; area 3, 2.5 percent; area 4, 1.7 
percent; and area 5, 0 percent; and agree to take all available legal 
means to discourage unreasonable encroachments on the floodway 
after completion of the project. 


° a Project 
Project economics.— document 
Annual charges___- - - 2 ~ Sends tees ee . $337, 348 
Annual benefits _ _ - - Janwck de BE RS Se cal See 763, 115 


Benefit-cost ratio, 2.26 to 1. 


Remarks.—The committee notes that the proposed improvements 
will prevent damages against floods having a frequency of once in 50 
years. Agricultural land, towns, railroads, and highways located in 
the areas to be protected will be benefited by the proposed improve- 
ments. It is noted that the projects have benefit-to-cost ratios of 
1.2 to 3.8. 
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EAU GALLE RIVER AT SPRING VALLEY, WIS. 
(S. Doc. 52, 84th Cong.) 


Location.—In west central Wisconsin and tributary to Chippewa 
River. 

Report authorized by —Senate Committee on Commerce resolution, 
October 28, 1941. 

Existing project—None. 

Plan of recommended improvement.—Provides for a retarding reser- 
voir with an uncontrolled discharge conduit and a concrete spillway 
chute at mile 30.3 immediately upstream from Spring Valley, channel 
improvement on Eau Galle River from the dam to a point below 
Spring Valley, and remedial works on the lower reaches of Mines and 
Burghardt Creeks, two small tributaries of the Eau Galle River at 
Spring Valley. Reservoir capacity 25,100 acre-feet below spillway 
crest. Dam is earth-fill structure with maximum height of 96 feet. 

Estimated cost.— 


Federal Non- Federal Total 


Project document (August 1948) .............-.-.-...-.......- $5, 083, 700 $419, 200 $5, 502, 900 
OCURIGNE GORI G BIOs dhs kictdwciicnnctipesintitincasadtinmniuatie 6, 690, 000 544, 700 7, 234, 700 


Local cooperation.—F urnish all lands, easements, and rights-of-way 
for channel improvements and reservoirs; hold and save the United 
States free from damages; make all necessary highway, bridge, and 
utility alterations; maintain all channel improvement works; prevent 
encroachment in flood channels; and regulate construction of bridges 
and other structures crossing channels. 

Project economics.— 





Project Current 
document 
Sn GN ak. 0 ksi iin ides Bn oe $225, 900 $266, 500 
Be RS TUG CI shite ceccstaniterccntionniwinadetnnuvenaicd $240, 240 $273, 480 
Benefit-cost ratio -_--- = chee tcislicne egdeinich any ato thdeua sata neti nae eadilidiontag binetaeas 1.06 1. 


Remarks.—This basin is largely rural in character but subject to 
flash floods. The committee notes that local interests will furnish 
lands for the reservoir. Flood protection is needed at Spring Valley. 


MISSISSIPPI RIVER AT WINONA, MINN. 
(H. Doc. 324, 84th Cong.) 


Location.—In southeastern Minnesota on right bank of Mississippi 
River 725.5 miles above mouth of Ohio River. 


Report authorized by.—House Committee on Flood Control resolu- 
tions, September 18, 1944. 


Existing project.—None. 
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Plan of recommended .improvement.—Provides for raising and 
strengthening about 32,700 feet of existing dike and levees; and 
constructing about 4,000 feet of new levee, 2 pumping stations, and 
related interior drainage works. 

Estimated cost.— 


Federal Non-Federal Total 


SINE TARR BON) ficken ceadssneddewi cons cecenssente $1, 404, 800 1 $36, 800 $1, 441, 600 
Fi ei ricnbiensbuncmbeadae decencissscsssanyes 1, 620, 000 139, 600 1, 659, 600 


1 Non-Federal costs are relatively low because of prior acquisition of lands and rights-of-way for the exist- 
ing dikes and levees. 


Local cooperation——Furnish lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate the improvements (except improvements to lock and dam 
No. 5A dike); make changes to utilities, highways, and highway 
bridges including approaches; obtain legal control over pondage areas 
and prevent encroachment; contribute in cash 0.8 percent of Federal 
cost ($11,600 at time of report and $13,100 based on January 1956 
price levels). 
Project economics.— 


Survey report Ganuary 1986) 








ahs atch nrg dE acc ncigtana Schis indin ccs Rae niaepg ence gianieeaee $56, 780 $65, 360 
Annual! benefits: 

TIERONE heed caches ctl hn ch donee along deb douse 75, 230 78, 990 

NNN ii ccnsiiesciceuinatciec chin gsics apna ep Iviigiatniniat aghoinmaapiamnaniaiel 1, 260 1, 320 

RR ite dial tack tas Gekapetiniikinachinintieantadncs min teeseeleoipiivs inptang on tanaaaee 76, 490 80, 310 

ian cere citiceininsctiennsaticticsian nanccanennneaaticihalynaniiabagaitaindlbaae 1.35 1.23 


Remarks.—The committee notes that the city of Winona alone 
has expended $211,500 to protect the area since the severe floods of 
1951 and 1952 and that a large part of this work will be incorporated 
in the Federal project. 


MISSISSIPPI RIVER AT ST. PAUL AND SOUTH ST. PAUL, MINN. 
(INTERIM REPORT) 


(H. Doe. 223, 85th Cong.) 


Location —The Mississippi River Basin above St. Paul contains 
about 36,800 square miles, most of which are in central and southern 
Minnesota. The area under consideration extends along the Missis- 
sippi River between miles 843 and 832 above the mouth of the Ohio 
River. 

Report authorized by.—Resolutions of the Committee on Flood Con- 
trol, House of Representatives, adopted September 18, 1944. 

Existing project.—There are no Federal flood-control improvements 
in the reach of the river under consideration. 

Plan of recommended improvement.—Provides for local protection 
works on the right bank of the Mississippi River at St. Paul and 
South St. Paul, Minn., by constructing about 10,000 feet of earth 
levee and 2,850 feet of concrete floodwall between river miles 840.2 
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and 838.3 at St. Paul and raising, strengthening, and extending the 
existing levee at South St. Paul by constructing about 9,360 feet of 
levee enlargement and extension and 3,670 feet of concrete floodwall 
between river miles 834.5 and 832.6, together with the necessary 
closure structures, interior drainage facilities, pumping stations, and 
appurtenant works at both localities. 

Estimated cost.— 


8t. Paul South 
St 


. Paul 
DON sc otcatei cctyslibres conceal Mftamrautc orcs chiagelcinsasctranqsanesaptinins Gonaakendindintcdcaeaagadeeaads ae $3, 137, 800 $2, 567, 700 
BUC Fe ilincd ste dnnienb dsb ccs denabtdidcddsocdvnditan<dubdlipamisaee 641, 700 124, 500 
Total 


3, 779, 500 2, 691, 500 





Local cooperation—Local interests must give assurances that they 
will: (a) provide without cost to the United States all lands, ease- 
ments, and rights-of-way necessary for construction of the improve- 
ments; (6) hold and save the United States free from damages due to 
the construction works; (c) maintain and operate all the works after 
completion in accordance with regulations prescribed by the Secretary 
of the Army; (d) make at their own expense all necessary changes to 
utilities and highway bridges including approaches; and (e) furnish 
in cash or equivalent construction work a contribution equal to 14.3 
percent of the gross Federal first cost of the improvements at St. Paul 
and 1.89 percent of that at South St. Paul, such contributions being 
presently estimated at $525,200 and $49,500, respectively, and pro- 
vided further that improvement at either locality may be undertaken 
independently of the other whenever funds for that purpose are avail- 
able and the prescribed local cooperation has been provided. 

Project economics.— 


St. Paul South 
8t. Paul 


“EE SA IO eS Mca: dececcececeeee--e-| $146,540 | $107,000 


nee TW. atin UE dons 3 db cata Atte nth beth hekknwwbistcdcdaiasd toe $162, 190 $124, 700 
Benefit-cost ratio. 1.11 | 1.17 


MINNESOTA RIVER, AT MANKATO AND NORTH MANKATO, MINN. 
(H. Doc. 437, 84th Cong.) 


Location.—In south central Minnesota on the Minnesota River 
about 105 miles above its mouth. 

Report authorized by.—Flood Control Act, June 22, 1936. 

Eristing project—None. 

Plan of recommended improvement.—Provides for improvement of 
about 2 miles of river channel; raising, strengthening, and extendin 
existing levees in Mankato and North Mankato to obtain a fico 
barrier totaling about 5 miles in length; and construction of appro- 
priate interior drainage works and certain related features. 
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Estimated cost.—Project report (January 1956): 


4 hi See SE ee eo eT Sn: is cee LL $1, 870, 000 
SINE Son oa lca Soe tscnanloun leek ota pateeadewanie 157, 000 
NO i Si vi dba cits <ctinida neds oe ic as ae ae 2, 027, 000 


Local cooperation.—Provides lands, easements, and rights-of-way, 
hold and save United States free from damages; maintain and operate 
works after completion; make necessary changes to utilities, highway; 
and highway bridges; obtain legal control of ponding areas and per- 
vent encroachment; furnish pumps from existing pumping station; 
and contribute in cash or equivalent work an amount equal to 1.9 
percent of Federal gross first costs, presently estimated at $36,000 
(January 1956); remove at their own expense the remaining portion 
of the concrete dam near the mouth of Blue Earth River. 

Project economics.—Project report: 


Annual changes................. oi adie eisielinlte inidiean iadeiaattaica eiaiiaaeiad st ae $81, 800 
Annual benefits: 


NINN She 5 et os ek SR eg re ee a 121, 100 
OA is cs hn es ap baad ha ies ek an ae 


MEN retentions ts win 6 eal aE ie eae Bad Sa 124, 800 
I ANE. ORIEN oii ie ce cee Eek ile dbbideie tks JS Glebe 1. 53 


Remarks —The committee notes that the cities of Mankato and 
North Mankato have expended $209,000 for levees and appurtenant 
works since the damaging floods of 1951. This work only affords 
partial protection. The recommended construction is needed for 
adequate protection and is amply justified by the indicated benefit- 
cost ratio. 


DES MOINES RIVER, IOWA, INTERIM REPORT 
(S. Doc. 9, 85th Cong.) 


Location.—The Des Moines River rises in southwestern Minnesota 
and flows southwesterly across the State of Iowa to a junction with 
the Mississippi River at a point just downstream from Keokuk, Iowa. 

Report authorized by.—Senate Committee on Commerce, July 10, 
1945. 

Existing project.—Authorized, but not constructed, Federal im- 
provements for flood control in the Des Moines River Basin consist 
of levees and related local protection works at the city of Des Moines, 
Iowa, and Red Rock Reservoir on the Des Moines River between the 
cities of Des Moines and Ottumwa, Iowa. 

Plan of recommended improvement.—Construct the Saylorville Dam 
and Reservoir on the Des Moines River, 11 miles upstream from city 
of Des Moines. The Saylorville Dam would be an earthen dam 6,000 
feet long and 125 feet maximum height and would provide for a reser- 
voir with 75,000 acre-feet conservation storage and 525,000 acre-feet 
of flood-control storage. The recommended Saylorville Reservoir 
would supplement the flood-control storage of the authorized Red 
Rock Reservoir to decapitate flood crests below Red Rock Reservoir 
on the Des Moines and Mississippi Rivers; and also, acting in con- 
junction with the authorized local protection works at Des Moines to 
provide a high degree of flood protection to that city. 
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Estimated cost.—Proposed Saylorville Reservoir: 


Non-Federal 





Project document e a BE ce ce tb oad ae adaiaed $40, 554, 000 None $40, 554, 000 
FUE NRE 5 od nwtepistnatidiibesenddcdndesmamdabith nce hadmavie 44, 453, 000 None 44, 453, 000 


Local cooperation.—None required. 
Project economics.— 





Project doc- 
ument 


July 1955 






Annual charges, proposed Saylorville Reservoir_...............-.-....-..-..- $1, 669, 999 $1, 824, 948 



















Annual] benefits: ! 
eee ANIE D SI 5, oh oS ican ods ee nickscddensudsnhbbbdustibees ell 1, 419, 350 1, 670, 955 
Increased crop yield enhancement. .-.-..................-..--.------.---- 3, 200 2, 370 
SAS bc Retha seis decals Sie cdink wininwsis dceibne vasiedaia aan 228, 000 228, 000 
PI Ce lsd hitnon tht cithdenistckss tin buieddihinnscsuatmedamoet 31, 810 31, 810 
po gl ee eee sutuinn dnedeleshimepminnaaialitatenae ; 21, 300 


Benefit-cost ratio Saylorville Reservoir and Des Moines local protection (fol- 
lowing Red Rock Reservoir) ! 


Total system ? 










! The report considers Saylorville Reservoir and the authorized Des Moines local protection to be inter- 
related functionally, and they are therefore presented as a unit for benefit determination. 

2 Includes the authorized projects of Red Rock Reservoir and Des Moines local protection, together witb 
the recommended Saylorville Reservoir operating as a system. 









KASKASKIA RIVER, 
(H. Doe. 





ILL., FOR FLOOD 
232, 


CONTROL 






85th Cong.) 




























Location.—The Kaskaskia River is in southwestern Illinois. It 
discharges into the Mississippi River near Chester, IIl., 118 miles 
above the mouth of the Ohio River. 

Report authorized by.—Flood Control Act approved June 28, 1938. 

Existing project.—The Flood Control Act of June 28, 1938, author- 
ized Carlyle Reservoir and levees below Carlyle as part of the general 
comprehensive plan for flood control and other purposes in the upper 
Mississippi River Basin. 

Plan of recommended improvement.—Comprehensive development 
of the water resources of the Kaskaskia River Basin. Plan consists 
of the authorized dam at Carlyle and 5 levees downstream and 
additional authorization for a dam at Shelbyville, 6 levees along the 
river between Cowden and Vandalia, and a local protection project at 
New Athens. 

Estimated cost (recommend d additional features). 





Federal 


Non-Federal | Total 


| 
| 

— — _____ -_______—__|- panama — 

} 

| 


| 
= venanaiaibe 

| * $22,071, 000 | $11, 453,000 | $83, 524, 000 
7 


Project document (April 1957) - --- 





' Rounded figure of $23,000,000. 
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Local cooperation.—Local interests shall contribute the following 


amounts toward the cost of the reservoirs: For the water-supply I 
benefits provided, an amount equal to 7.85 percent of the cost of the ( 
Carlyle Reservoir, a contribution presently estimated at $2,685,000, I 
and an amount equal to 7.06 percent of the cost of the Shelbyville £ 
Reservoir, a contribution presently estimated at $1,650,000, plus an 
appropriate share of the annual maintenance and operation costs, - 
amounting to $12,100 and $7,240 for the Carlyle and Shelbyville 
Reservoirs, respectively; for the recreation and fish and wildlife bene- . 
fits provided, an amount equal to 5.75 percent of the cost of the Carlyle ‘ 
Reservoir, a contribution presently estimated at $1,966,000, to be paid E 
at the time the Shelbyville Reservoir is built, and an amount equal to - 
9.65 percent of the cost of the Shelbyville Reservoir, a contribution 
presently estimated at $2,262,000; and for the benefits due to increased 
net returns to lands, an amount equal to 6.86 percent of the cost of the ns 
Shelbyville Reservoir, a contribution presently estimated at $1,- . 
603,000; and provided further that local interests give assurances 
that they will, for the local protection projects, (a) furnish lands, 
easements, and rights-of-way; (b) make necessary relocations and 
alterations to highways, roads, bridges, and utilities, and construct 
necessary drainage ditches; (c) hold and save the United States free 
from damages; (¢@) maintain and operate the works after completion; s 
and (e) contribute toward the first cost of the levees between Cowden 
and Vandalia 39.3 percent of the Federal construction cost of the C 
levees, a contribution presently estimated at $3,035,000. 
Project economics (comprehensive basin plan) .— 
Annual charges___- eee Sens eae _. $3, 019, 000 ¥ 
Annual benefits _ _ _ - 5 ‘pa een S seesse $3, 803, 000 5 
Benefit-cost ratio_ : Peete 1. 26 0 
Remarks.—The plan of improvement as recommended by the Chief t 
of Engineers will provide much needed water resource development Cc 
for the Kaskaskia River Basin and is economically justified. b 
a 
ROOT RIVER, MINN., AT RUSHFORD, MINN. 
(H. Doc. 481, 84th Cong.) 
Location.—Rushford is located in southeastern Minnesota at the M 
confluence of Rush Creek and Root River about 35 miles above the 
junction of the latter stream with the Mississippi River. 0 
Report authorized by.—F lood Control Act, August 28, 1937. 
Existing project.—None. ic 
Plan of recommended improvement.—Provides for about 2% miles of 
levees along Root River and Rush Creek and about 1 mile of channel 
enlargement through the city, raising of 2 highway bridges and a h 
footbridge at Rushford, and appropriate interior drainage facilities. ir 
Estimated cost.— ri 
cc crc a) 
Federal |Non-Federal| Total fl 


SEINE, CIEE TN io oo ga wc acres maintanndlenen dannii $735, 600 $109, 700 $845, 300 
Ce IE SONG nas Sec rcdnnitbciscscccoucnscckuncndeed 796, 000 115, 200 911, 200 





Cc ~ 
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Local cooperation.—Furnish lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate works after completion; make necessary changes to utilities, 
highways, and highway fridges. furnish two existing sewage pumps; 
and obtain legal control over pondage areas and prevent encroachment. 

Project economics.— 


Project report} Current 


A eee So: ee $32, 810 $35, 120 
a SLES $37, 960 $38, 840 


Ce Bich. ck ceed cncntiwida tactic nneiicthecniatabtineiasnd 1.16 1.11 


Remarks.—The plan of improvement as recommended by the Chief 
of Engineers will provide much needed flood protection for Rushford 
and is economically justified. 


BAD RIVER, WIS., MELLEN AND ODANAH AND VICINITIES 
(H. Doe. 165, 84th Cong.) 


Location.—In north central Wisconsin and tributary to Lake 
Superior. 

Report authorized by.—Flood Control Act, July 24, 1946, and Senate 
Committee on Commerce resolution, April 6, 1946. 

Existing project.—None. 

Plan of recommended improvement.—Provides for 2,000 feet of 
widened, deepened, and paved channel through developed area above 
Soo Line bridge at Mellen with 6,800 second- feet capacity (80 percent 
of project design flood) and for 7,300 feet of improved channel through 
the undeveloped area below Soo Line bridge with 4,000 second-feet 
capacity; and evacuation of flood plain at Odanah (involves 102 
buildings) exclusive of 9 Indian school buildings which would be raised 
above standard project flood stage. 

Estimated cost.— 





Federal Non-Federal Total 





Mellen: | 


Project document (1953 oot lev dena $4déobeéhiceke $326, 800 $9, 100 $335, 900 

January 1956..........-...- sony ey ceaseless 390, 000 10, 000 400, 000 
Odanah: 

DPE DOORS... Le tcine ited dendceienihndaaaieees 435, 000 1, 000 436, 000 

FRY teeeastntdccecceshthagerhenkoowsendnathtaas naeceea 527, 000 5, 600 532, 600 


Local cooperation.—Furnish lands, easements, and rights-of-way; 
hold and save the United States free from damages; and maintain the 
improvements. In addition, at Mellen, prevent encroachments on 
rights-of-way and channel, and make changes to highway bridge 
approaches and utilities; and at Odanah, prevent construction within 
flood plain and alter utilities at Indian school. 
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Project economics.— 





Mellen Odanah 
Project doc- |Current (Jan-| Project doc- |Current (Jan- 
ument uary 1956) ument uary 1956) 
I a ai $12, 855 $15, 120 $15, 870 $19, 300 
Annual benefits: Flood control_...............- $22, 200 $23, 780 $27, 010 $28, 600 
cl reise 1.73 1, 57 1.70 1. 48 


Remarks.—Mellen and Odanah are small towns but flood damages 
have been extensive, the project has a high economic ratio, and its 
authorization is recommended by the committee. 


KALAMAZOO RIVER, MICH., AT KALAMAZOO 
(S. Doc. 53, 84th Cong.) 


Location.—The Kalamazoo River is located in the southern part of 
the lower peninsula of Michigan and has a total length of about 185 
miles from the headwaters to the mouth at Lake Michigan. The city 
of Kalamazoo is at mile 75. 

Report authorized by—Senate Committee on Public Works resolu- 
tion, adopted June 24, 1947. 

Existing project.—None. 

Plan of recommended improvement.—Provides for a total of about 
10 miles of channel improvement of Kalamazoo River above, through 
and below the city of Kalamazoo, about 8,000 feet of channel improve- 
ment of Portage Creek (a tributary of Kalamazoo River) and a low 
flow control dam below the city of Kalamazoo to maintain the exist- 
ing low water stage through the city. 

Estimated cost.— 








Federal Non-Federal Total 














Project document (April 1956)... ................2<--ecccoeeeee $4, 871, 000 $709, 000 $5, 580, 000 
PUG SO odie s 6 cc ra ie dc cc nncnesseuteaseceen 5, 358, 000 780, 000 6, 138, 000 





Local cooperation.—Usual minimum requirements and prevent en- 
croachments, make necessary utility alterations, raise all buildings 
and roadways in the disposal areas to meet proposed grades, make a 
cash contribution equivalent to 5 percent of the first cost of Federal 
construction, presently estimated at $282,800; and provided further 
that no Federal construction shall be initiated until pollution abate- 
ment measures at Kalamazoo, satisfactory to the State of Michigan, 
have been undertaken by local interests. 





1 
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Project economics.— 














Project January 
document 1956 

DINER GE a one 6 di wc cg a ona eines naa ated $217, 000 $238, 000 
Annual benefits: 

Elimination of damages. - -.- a ee ee thos dkbed entities aava 233, 500 256, 800 

Increased land use ss bse bi ccdu Shes taeT baht aetetidde, 29, 000 31, 900 

TO cccns ; . ~ abated susvenadenceecatniaimon 262, 500 288, 700 

emeRt-S0Gt HAs cee wecnpesne meses ple Jostens ew ewewoenenmeninaniainesiien 1. 21 1. 21 


Remarks.—Kalamazoo is subject to severe floods from Kalamazoo 
River and Portage Creek, residential and industrial property and 
public parks are inundated causing extensive damages. The com- 
mittee considers the project economically feasible. 


GRAND RIVER AT LANSING, MICH., AND VICINITY 
(S. Doc. No. 132, 84th Cong.) 


Location.—Lansing is located on the upper Grand River in south 
central Michigan. The river drains an area of 1,230 square miles at 
Lansing and a total area of 5,572 square miles at Grand Haven where 
it joins Lake Michigan. Red Cedar River, one of the larger tribu- 
taries, flows through East Lansing and joins the Grand River in 
downtown Lansing. 

Report authorized by.—Resolution of the Senate Committee on 
Public Works, adopted July 15, 1947. 

Existing project.—None. 

Plan of recommended improvement.—Provides for enlargement of Red 
Cedar River channel from Upper College Dam in East Lansing to the 
mouth, a distance of about 5 miles, including the cleaning and straight- 
ening of Sycamore Creek within Lansing city limits; construction of a 
diversion channel for Grand River, bypassing Lansing, and extending 
about 6 miles from Millett to Delta Mills with appurtenant works, 
including a diversion dam on Grand River; and enlargement of Grand 
River channel from the confluence of Red Cedar River downstream 
a distance of about 6 miles. The plan also provides for highway and 
railroad adjustments, including new bridges, and utility alterations, 
to conform to the improved channels. 

Estimated cost.— 


| | 
Federal Non-Federal| Total 


2, 869, 000 $11, 966, 000 
3, 098, 000 12, 923, 000 


Project document (summer 1954) 
Revised estimate (January 1956). 








to 


7010—58 8 
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Local cooperation.—Provide all lands, easements, and rights-of-way; 
hold and save the United States free from damages; maintain and 
operate project after completion; prescribe and enforce regulations to 
prevent encroachment on the improved channels; construct new high- 
way bridges and crossings and make all necessary changes to streets, 
highway bridges and approaches, and utilities; and contribute 2.9 
percent of the cost of the Federal work, presently estimated at 
$293,000. 

Project economics.— 


Project Current 
document | January 1956 


NN i ccd LE bcndtardsbnnwssthbeutnitiieddiiaskecetssiitndestsD $459, 400 $496, 010 











Annual benefits: 
nnn ISON ITO 535, 500 578, 300 
SG) SON OE MIR doco ics ccances cecensinrneeenccdacdactadcwsaaaene 45, 400 49, 000 
Pi kiwontiticonb aides bdchsednaessptaendeaemaeicimamaiainsadaicnasimne 580, 900 627, 300 
I NOI iho 5 acetic Cn erases ewplepiaibaeasiaatinmadieei cnedioekynlaanngna Ge eine 1.27, 1.27 


SAGINAW RIVER, MICH. 
(H. Doc, 346, 84th Cong.) 


Location.—The Saginaw River Basin, comprising some 6,260 square 
miles is located in the east central portion of the lower peninsula of 
Michigan. 

Report authorized by.—Resolution, Committee on Flood Control, 
House of Representatives, adopted April 19, 1946. 

Existing projects.—None for flood control. 

Plan of improvements.—Provides for protective works at Franken- 
muth, Vassar, Flint, Corunna, Owosso, Midland, and Shiawassee 
Flats (a large agricultural area immediately south of the city of 
Saginaw) and for major drainage improvements at Sanilac Flats 
(Middle and South Branches, Cass River). 

Estimated cost.— 


Document (June 1953) January 1956 








Locality 
: Federal Non- Total Federal Non- Total 
Federal Federal 

Sanilac Flats: 

Middle Braneh....-.------ $200, 300 $190, 710 $381, 010 $227, 200 $218, 600 $445, 800 

South Branch_......-...-- 781, 100 663, 180 1, 444, 280 892, 500 754, 000 1, 646, 500 
. + PSs eee 1, 113, 220 44, 800 1, 158, 020 1, 270, 000 51, 000 1, 321, 000 
Ss ae 137, 300 29, 400 166, 700 156, 500 33, 500 190, 000 
IAS dibs dscees diene teil pine tod tions 1, 643, 650 569, 900 2, 204, 550 1, 873, 800 639, 400 2, 513, 200 
EE ES OL ae 26, 400 23, 600 50, 000 30, 100 26, 900 57, 000 
NTL... cokes. ..55c 232, 300 69,000} 301,300] 264, 800 78, 700 343, 500 
Ne See 1, 076, 150 80, 950 1, 157, 100 1, 226, 900 92, 200 1,319, 100 
Shiawassee Flats..........--.-- 8, 897, 300 2, 127, 700 | 11, 025, 000 10, 143, 200 2, 425, 600 12, 568, 800 





RN i sascha cesta | 14, 107, 720 | 3, 790, 240 | 17, 897, 960 | 16, 085, 000 | 4,319,900 | 20, 404, 900 


MAA NARS Ow; 
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Local cooperation.—Usual requirements with respect to flood control 
portions of the improvement to furnish lands and easements, hold 
and save the United States free from damages, and maintain and 
operate after construction, and to provide cash contributions of 
$164,600 for Middle Branch, Cass River; $547,000 for South Branch, 
Cass River; $18,900 for Flint; $25,000 for Midland and $380,900 for 
Shiawassee Flats, accomplish non-Federal construction in accordance 
with the various plans of improvement and establish a joint fish and 
wildlife and flood control system of lateral reservoir regulation for 
Shiawassee Flats. 

Project economics.— 














Document annual Annual 
benefits Benefit- benefits Benefit- 
Locality Annual cost Annual cost 
charges | ratio charges ratio 
Dam- (Increased Dam- /Increased 
ages | land use ages land use 
mses ell init ca teased eeaeemeanieml 
} 
Sanilac Flats: 
Middle Branch....-- $18, 130 $2, 400 | $414, 600 3.60 | $20, 700 $2, 200 | $377, 300 3.02 
South Branch. -...... 65, 200 23, 800 706, 100 3.00 74, 400 21, 700 642, 600 2. 52 
Vassar_..... edt anaes 43, 330 GE, See lendewseods 1. 30 49, 440 EEE Dateenmnataiveen 1.30 
F rankenmuth_. ie det bas 6, 880 10, 400 |._..- are 1. 51 7, 850 Ns cake aia 1, 51 
Pe acdsceuaiinalaseed 86,180 | 192,000 1, 800 2. 25 98,220 | 195, 800 1, 900 2.01 
CFU eth sieen orickseeoaliienaa 2, 260 Ge Scie debusctiale 1. 46 2, 580 SE bi netebants 1. 32 
Oe cain 13, 130 Pe Beda eldénd 1.39 14, 970 18, 600 }_.....- . 1. 24 
RES titi cnmanthe 45, 710 62, 500 3, 200 1. 44 52, 000 63, 800 3, 300 1. 29 
Shiawassee Flats. ......- 443, 000 310, 300 | ! 187, 900 1.12 505, 000 341, 900 | 2 216, 900 L111 
eee 723,820 | 679,100 |1, 313, 600 1.97 | 825,160 | 723,300 |1, 242,000 1. 76 


1 Includes fish and wildlife benefits of $152,700. 
2 Includes fish and wildlife benefits of $183,200. 


Remarks.—The committee notes that the Bureau of the Budget 
has requested that the letter of the Secretary of the Army transmitting 
the report to the Congress should contain proposed authorizing 
language stating the maximum amount of the costs allocated to fish 
and wildlife in the Shiawassee Flats project which should be borne by 
the Federal Government. The committee also notes that authori- 
zation of the Saginaw River project as recommended by the Chief of 

“ngineers in his report will accomplish the desired allocation. The 
committee has considered the Saginaw River project at length. It 
considers that the project for Saginaw River as recommended by the 
Chief of sg rear including the dual purpose improvement for 


Shiawassee Flats is a worthy project which will yield benefits in ex- 
cess of costs. 


OWASCO OUTLET AT AUBURN, N. Y. 
(S. Doc. 133, 84th Cong.) 


Location.—Auburn is located 25 miles west of Syracuse on Owasco 
outlet, 14% miles north of the foot of Owasco Lake. 

teport authorized by.—Senate Committee on Public Works resolu- 
tion, September 18, 1951. 

Existing project.— None. 

Plan of recommended improvement.— Provides for widening and 
deepening Owasco outlet between Owasco Lake and a dam 1% miles 
downstream and for rehabilitation of outlet works in the dam. 
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Estimated cost.— 


Federal Non-Federal Total 





sncchnnisiin niin ann mien aaaitaepimtctall $291, 000 $59, 000 $350, 000 
bo al iptiine plcaeien heen diatninh coisas Sued abeni ceetapliomnas 304, 600 61, 700 366, 300 


Survey report (May 1955) 
Revised (January 1956) 


Local cooperation.—Furnish lands, easements, rights-of-way, and 
spoil dispersal area; hold and save the United States free from dam- 
ages; operate and maintain the work; rehabilitate dam; make neces- 
sary bridge and utility alterations; prevent encroachments on channels 
and on storage area in Owasco Lake. 

Project economics.— 


Survey January 1956 
report 


Annual charges_- si ivasiascip ivaiadathalce kghee atl Neils Seabtaih tal $14, 100 $14, 600 
Annual benefits’ Reduction of flood dams ages. heise silicic tulciaieakinsaldeipeainene $20, 000 $20, 900 
Benefit-cost ratio _- aie wii hd Rein ss oddaixdebonendiane 1.4 1.4 





Remarks.—The committee notes the relatively high economic 


ratio for this project, the degree of local cooperation, and recommends 
its authorization. 


MISSOURI RIVER DAMAGE PAYMENTS 


Plan of improvement—Payment of damages to certain property 
owners as a result of the construction and operation of the Oahe, 
Gavins Point, and Fort Randall Dams. 

Estimated cost.—$402,000. 

Remarks.—The committee feels that although there is some ques- 
tion regarding the legal liability of the Federal Government in this 
case, there is “undoubtedly an obligation in equity on the part of the 
Government to pay these claims. The committee has accordingly 
included language in the bill authorizing such payment. 


SUN RIVER AT GREAT FALLS, MONT. 
(H. Doc. 3438, 85th Cong.) 


Location.—Sun River drains 2,300 square miles on the eastern slope 
of the Rocky Mountains in west-central Montana and joins th 
Missouri River at Great Falls. 

Report authorized by.—Resolution of the Committee on Public 
Works, House of Representatives, adopted July 15, 1947. 

Existing project—There are no Federal improvements for flood 
control. 

Plan of recommended improvements.—Provides for improvement of 
Sun River, Mont., for local flood protection at Great Falls, by means 
of levees about 8 miles long, interception ditches about 3.75 miles 
long, channel rectification, and appurtenant works. 

Estimated cost.— 


Pee Ce ee ed oe Se eS a ee $1, 405, 000 
ee eres ss a) che ets hbS5 ek SUE eh se ao eee 715, 000 


UG... «0c: caccuarlactita caine dencciaeail den tion ulti se a 2, 120, 000 
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Local cooperation.—Provide without cost to the United States all 
lands, easements and rights-of-way; hold and save the United States 
free from damages; perform without cost to the United States, all 
necessary removal or alteration of existing buildings and other im- 
provements and all necessary alterations to bridges and approaches 
(except railroad), roads, streets, sewers, and other utilities; zone the 
unleveed portion of the flood channel through the damage area; main- 
tain and operate; and contribute in cash 2.16 percent of the actual 
construction cost of all items of work to be provided by the United 
States, a contribution currently estimated at $31,000. 

Project economies .— 


heme GROG 25 Sic ii aN ae $77, 600 
Annual benefits 







CANNONBALL RIVER AT MOTT, N. DAK. 
























(H. Doc. 35, 85th Cong.) 


Location.—The Cannonball River Basin lies in the southwestern part 
of North Dakota and extends into the northern part of South Dakota. 
Mott, N. Dak., is located about 200 miles above the mouth of the 
river. 

Report authorized by.—Resolution of the Committee on Flood Con- 
trol, House of Representatives, adopted March 20, 1945. 

Existing project.—None. 

Recommended plan of improvement.—Provides for levees on the right 
and left banks, totaling about 8,200 feet and 2,550 feet, respectively; 
improvement of 3,000 feet of channel through the city of Mott; 
removal and relocation of one bridge and provision of drainage 
structures and pumping facilities and appurtenances as required. 

Estimated cost.— 


Federal Non-Federal Total 


Peeiet ROCRNE So nccfcedndnnccdiccadenensseasbanmhaail $434, 000 $254, 000 $688, 000 

Local cooperation.—Provide all lands, easements and rights-of-way; 
remove and relocate buildings, utilities, streets, roads, bridges; hold 
and save the United States free from damages due to construction 
works; maintain and operate all works in accordance with regulations 
prescribed by the Secretary of the Army; and prescribe = enforce 
regulations to prevent encroachment on the ponding areas and the 
improved channel. 

Project economics.— 


Annual CRORE. 225 oGiknGa - ccksh dies n dncdece sae eee eee $26, 100 
Annual SOMES . « <x inccaticencacndcnabihnbiemasenewseaweteaee $31, 800 
Deneneeen TOO - | <5 5 on cs. xcwacahccns Redeem soe 1. 22 


Remarks.—The committee is informed that the most severe damage 
in the Cannonball River Basin has occurred at Mott, N. Dak., where 
27 blocks are subject to flooding. The flood of April 1950, the 
largest of record, damaged about 97 residences, 40 businesses, and 9 
farms in Mott and the adjacent area, 
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FLOYD RIVER AND TRIBUTARIES, IOWA 
(H. Doc. 417, 84th Cong.) 


Location.—The Floyd River is located in northwest Iowa and is a 
left bank tributary of the Missouri River, joining the latter at Sioux 
City, Iowa. 

Report authorized by.—House Flood Control Committee resolution 
March 29, 1944. 

Cxisting project—There are no existing Corps of Engineers flood- 
control projects affecting the Floyd River. Sioux City in cooperation 
with the WPA, accomplished channel and levee improvements con- 
sisting of enlarging, straightening, and providing a reinforced concrete 
lining for approximately 1 mile of channel above the mouth and con- 
structing levees for approximately 5. 5 miles. 

Plan of recommended improve 
portion of existing channel to upper limit of project and construct 
earth levees along each bank; rebuild parts of concrete-lined portion 
of existing channel; construct an auxiliary riprapped partial diversion 
channel; and alter existing bridges and provide new ones where neces- 
sary. 

Estimated cost.— 








Federal Non-Federal Total 





Project document (January 1055). .......-.............-..... 7,653,000 | 1 $3, 455, 000 $11, 108. 000 
ET SO citccccscctneaneenes sink Wield ecient bem 8, 060, 000 1 3, 640, 000 11, 700, 000 





1 Includes cash contribution. 


Local cooperation.—Furnish lands, easements, and rights-of-way, 
including rights-of-way for temporary ponding of interior drainage or 
provision of pumps to remove interior drainage over the levees; make 
necessary highway and highway bridge and utility alterations; remove 
buildings and other structures from within the Tights-of- -way limits; 
and maintain and operate all works after completion in accordance 
with regulations prescribed by the Secretary of the Army. In addi- 
tion, local interests would also be required to provide in cash 0.84 
percent of the total Federal first cost of the project (currently estimated 
to be $67,700) as recognition of the enhancement of land values which 
will result from construction of the project. 

Project economics.— 


Project Current (Jan- 
document uary 1956) 





Annual charges_............... Sige aa cea Piiouthiinediaes sence eae $441, 000 $464, 500 


Annual benefits: 





Reduction of flood damages_._..........._-.- ie et ae ee ee a 768, 400 783, 700 
Increased land use........-- bork etatsnetnes donioaae denen dei cat hiatntoige 22, 000 22, 500 

kn cidibhae Tnids 2 oh dk aceibeinbnn da edauitelodehalee daseun aneeainiontidaaee 790, 400 806, 200 

SS Oo 

UOT I ee ne nena mwah a pegs simian 1.79 1.74 


Remarks.—After study of the report on this project, and testimony 
given in hearings, the committee concluded that provision of flood 
protection at Sioux City is needed to prevent further loss of human 
life and that the project should be authorized. 





ain 


C3 OC PS eer 


co 


| 





RIVER AND HARBOR AND FLOOD CONTROL PROJECTS 111 


BLACK VERMILLION RIVER AT FRANKFORT, KANS. 
(H. Doc. 409, 84th Cong.) 


Location.—Frankfort, Kans., is about 35 miles north of Manhattan, 
Kans., on the right bank of Black Vermillion River, a tributary of 
Big Blue River. 

Report authorized by.—House of Representatives Committee on 
Public Works resolution, September 29, 1949. 

Existing project—None for flood control. The Tuttle Creek Reser- 
voir at full flood-control pool will extend upstream to just below 
Frankfort. The backwater effect on the recommended project is 
negligible. 

Plan of recommended improvement.—About 10,000 linear feet of 
levee along east, south, and west sides of low-lying part of Frankfort, 
providing 3 feet of freeboard above the design flow of 43,000 cubic 
feet per second; channel improvements include about 1,500 feet on 
Little Timber Creek and about 8,100 feet on Black Vermillion River; 
bridge alterations of Missouri Pacific Railroad over Little Timber 
Creek and Union Pacific Railroad, State Highway No. 99, and State 
Highway No. 9 over Black Vermillion River; gated drainage outlets 
through levee; and sanitary sewage pumping facilities. 

Estimated cost.— 





j j 
| Federal | Non-Federal | Total 


$125, 000 $895, 000 
140, 000 | 990, 000 


Project document (May _ i a ea $770, 000 
January 1956 850, 000 








Local cooperation.—Furnish all lands, easements, and rights-of-way 
for construction of project; rights-of-way for temporary ponding of 
interior drainage; hold and save the United States free from damages; 
perform all necessary highway alterations including raising of bridges 
and any necessary utility alterations other than storm and sanitary 
sewer lines; and maintain and operate the works in accordance with 
regulations prescribed by the Secretary of the Army. 

Project economics.— 





Project Current (Jan- 


document | uary 1956) 
oom woe 
DRI CR inne decstncviannstiee oe hp hte Sulkin hs Sultan $35, 200 | $38, 600 
Annual benefits: Reduction of flood damages. EEN T IS SELLE RIS $72, 450 $74, 700 
bE A Pe 2. 06 1.94 





Remarks.—This small town is subject to severe and frequent floods 
which cause extensive damage. The committee notes the high 
economic ratio and believes its authorization is warranted. 


GERING AND MITCHELL VALLEYS, NEBR. 
(S. Doc. 139, 84th Cong.) 


Location.—Gering and Mitchell Valleys are located in western 
extremity of the Nebraska Panhandle near Scottsbluff, Nebr. 

Report authorized by.—Senate Public Works Committee resolution 
October 8, 1948. 











112 RIVER AND HARBOR AND FLOOD CONTROL PROJECTS 


Existing project—None. 

Plan of recommended improvement.—Frovides for construction of 
four small detention reservoirs at the mouths of canyons in Gering 
Valley, enlargement of the lower reaches of the Gering drain with 
adjacent low levees, grade-stabilization structures in the drain, recon- 
struction of the Ostenberg chute, and alteration of 1 railroad bridge 
and 2 county road bridges. 

Estimated cost.— 





Federal Non-Federal Total 


Project document _ arch 1am. phincidih aetna $1, 056, 000 $48, 500 $1, 104, 500 
I Rt tibietapsensel dipoudtnre rales 1, 214, 000 56, 000 1, 270, 000 


Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way required for all work, including 
dams and reservoirs; maintain and operate all work after completion; 
accomplish new highway bridge construction and alterations except 
raising, which would be done at Federal expense, and all relocations 
required. Also, undertake conplementary program consisting of lin- 
ing approximately 2 miles of Fort Laramie Irrigation Canal with 
asphaltic membrane, improvement of 5 miles of lateral canals with 
steel and concrete pipe, impvovement of existing irrigation and crop- 
ping practices, and establishment of willow growth in drains to prevent 
erosion damage. 

Project economics.— 





Project Current (Jan- 








document uary 1956) 

ISIN I 556. ie ccc eccmenccnacccetwischncscutcnetineastecssenabeakamiae $42, 500 $48, 800 
Annual benefits: fe 

PO OF ODE GONG oo cc ck cnscndewcccctsiscndinesateceseeuebic te 68, 900 72, 100 

NINN OE GUINUNIN OTROIR 8 0 Bacintnnctcccunsccoedsuatindienesbexncgind 13, 800 14, 500 

Reduction of scour damages, irrigation structures.............-...--....- 2, 900 3, 000 

Ec tendntadaee men Sean ani been cl tnlban Sam veiicks pagan geal 85, 600 89, 600 

a as ea 2.01 1.84 





Remarks.—The units of this project are similar to those prosecuted 
under the Watershed Protection and Flood Prevention Act, and the 
requirements of local cooperation are similar. 


SALT CREEK AND TRIBUTARIES, NEBRASKA 
(H. Doc. 396, 84th Cong.) 


Location.—The Salt Creek Basin comprises an area of about 1,627 
square miles in southeastern Nebraska tributary to the Platte River. 
Salt Creek having a total length of about 52 miles, rises in the southern 
part of the basin in 2 branches, Olive Branch and Hickman Branch 
which join near Roca, Nebr., to form the main stem. Wahoo Creek 
which drains an area of about 475 square miles is the largest tributary. 

Report authorized by.—House Flood Control Committee resolution 
June 21, 1944. 
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txisting project.—No existing Federal projects for flood control in 
the basin. 
Plan of recommended improvement.—A system of 12 reservoirs; and 
channel improvements or channel improvements and levees on Olive 
Branch, on Hickman Branch, at 3 locations on Salt Creek (1 of which 
is through Lincoln), on Wahoo Creek, and on lower reaches of major 
tributaries of Wahoo Creek. 
“stimated cost.— 














| 
Federal | Non-Federal | Total 
Fc stepigestiiaine 


1 $1, 593, 000 
1 1, 686, 200 


oie cecececece------| $12, 683, 000 
res rab onoabiietesaciiicoeaatte a 











Project document (December 1954) 


$14, 276, 000 
January 1956............. 


15, 000, 200 
















1 Includes cash contribution. 








Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way necessary for the levee and channel 
improvements and perform all highway, highway bridge, and utility 
alterations required therefor, except raising and underpinning existing 
bridges; hold and save the United States free from damages due to the 
construction works; maintain and operate the levee and channel 
improvements and the permanent pools for fish and wildlife conserva- 
tion in the reservoirs, in accordance with regulations prescribed by the 
Secretary of the Army; assume all costs related to utilization of the 
permanent pools for recreational purposes, and insure public access 
to the pools; and pay an amount equal to 4.3 percent of the Federal 
cost of construction of the channel improvement and levee project 
through Lincoln, currently estimated at $86,200, which represents the 
appropriate local share of project costs attributable to higher utiliza- 
tion of property. 

Project economics. 
















Project Current (Jan- 
document uary 1956) 













Annual charges... 
Annual benefits 







Remarks.—As a result of a study of this report and testimony given 
in hearings, the committee concluded that the plan of improvement 
proposed is acceptable to all interested parties and should be author- 
ized. 













SHELL CREEK AND ITS TRIBUTARIES, NEBRASKA 








(H. Doe. 187, 85th Cong.) 





Location.—Shell Creek is located in the east central part of Nebraska 
and is a left bank tributary of the Platte River with the confluence 
near Schuyler, Nebr. 

Report authorized by y.—House Flood Control Committee resolution, 


November 15, 1945, and Senate Commerce Committee resolution, 
November 5, 1945. 
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Existing project—No existing Federal project for flood control in 
the basin. 

Plan of recommended improvements.—Channel cleaning, enlargement 
and straightening; intermittent low levees along Shell Creek and lower 
reaches of major tributaries; and three detention basins on Shell Creek 
for temporary storage to reduce peak discharge of floods. 

Estimated cost. 





Federal Non-Federal Total 


Project document (May 1953) ...............................-- $1, 763, 000 $448, C00 $2, 211, 000 
NE Se I i eel rceiccereincmeacsn neeaecjecnenabienaaeeita 2, 025, 000 515, 000 2, 540, 000 


Local cooperation.—Furnish lands, easements, and rights-of-way, 
including rights-of-way for temporary pondage of interior drainage; 
hold and save the United States free from damage, make necessary 
highway, highway bridge, and utility alterations; maintain channel 
and levee features of the project; maintain and operate project and 
renew detention basins. 

Project economics— 


Project Revised 
document 
I I i lace ins tel aie ce ceciine th ctinale Mn aysiaaaas alate egtaiaant $137, 800 $158, 200 
Annual benefits: Reduction of flood damages_..._.... 3 $217, 100 $216, 100 
I ID a Santee oka cc Aiinooptauaesennasnen 1.58 1.37 





RUFFY BROOK AND LOST RIVER, MINN. 
(S. Doc. 141, 84th Cong.) 


Location.—In northwestern Minnesota on streams tributary to 
Clearwater River. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, August 16, 1949. 

Hxisting project—None. 

Plan of recommended improvement.—Provides for an enlarged and 
straightened channel in the lower 5 miles of Ruffy Brook and in the 
middle 23-mile reach on Lost River. 

Estimated cost.— 


Federal Non-Federal Total 


Ruffy Brook: 
ek OS a ee $98, 700 $64, 500 $163, 200 
ee ee See ae 104, 900 73, 400 178, 300 
Lost River: 
eerpener SeORE COR BOG on stinn tnitien Antes 507, 000 410, 400 917, 400 
Be ee eee 527, 300 445, 200 972, 500 


Local cooperation.—Furnish lands, easements and rights-of-way; 
hold and save the United States free from damages; maintain the 
improvements; make necessary changes to utilities, highways, and 
highway bridges including approaches; furnish in cash or equivalent 
work 15.3 and 32.3 percent of the gross Federal first costs for Ruffy 


Brook and Lost River, respectively, estimated at $26,600 and $262,100 
(January 1956 price levels). 
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Project economics.— 


Ruffy Brook Lost River 








Surveyreport; Current /|Surveyreport}; Current 











REE GUE Sk cathcncnicticusietsbiiite $7, 310 $7, 890 $38, 740 $40, 720 
Annual benefits: 
OOO CHINO. dicaccncansstaccessudtneene 5, 010 4,810 31, 350 30, 765 
i incdnssdcctedsndonianctusuiibidana 5, 670 5, 420 163, 940 156, 725 
Shad cid siescsmncinachaisiosomiandcdhsasldegicentatiienten alain 10, 680 10, 230 195, 290 187, 490 
PURGE, COG ci cite cb Di ncidichbitedhhd 1. 46 1.30 5. 04 4.65 


Remarks.—The favorable economic ratio and the testimony pre- 
sented at the hearing indicated the urgency and need for early au- 
thorization of this project. 


SALINE RIVER AND TRIBUTARIES, ILLINOIS 
(H. Doc. 316, 84th Cong.) 


Location.—Saline River lies in southeastern Illinois and is tributary 
to the Ohio River at a point about 114 miles above its mouth. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, March 9, 1948. 

Existing project.—Provides for local flood protection at Harrisburg, 
Ill., by means of levees, walls, pumping plants, and appurtenant works. 
Project was completed in 1951. 

Plan of recommended improvement.—Provides for clearing and en- 
largement of the channel of Saline River between mile 17.2 and mile 
27.1, of the lower 31.0 miles of the North Fork Channel, and of the 
lower 12.2 miles of the Middle Fork Channel; and for clearing and 
cleaning of the lower 14.2 miles of the South Fork Channel. 

Estimated cost.— 


| Federal Non-Federal Total 


RCN OEE I Ce dibs ve disGiat ded cedctécemmbol $4, 756, 000 $1, 214, 000 $5, 970, 000 
Ce I I s,s ciadinliibiaieipeadmmmtliadaaie iia 5, 272, 000 1, 346, 000 6, 618, 000 
SRR are 5. 917, 000 791, 500 6, 618, 500 





Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way necessary for construction of the 
project; replace highway bridges and make required utility altera- 
tions; hold and save the United States free from damages due to the 
construction works; maintain the works after completion: and con- 
tribute in cash $286,000. 


Project economics.— 


Project Current (Jan- 








document uary 1956) 
DR GE, chibi data niititcctninteiintinn dteitbidctnstirahigiedsteieaatiiciaaliaabisd $258, 000 $286, 000 
Annual benefits: oC Gee ch 
Stn CIID IIIT... «ss exciscitetidpaniessihannsithciescoeibileigncaia teioeaetachaubeiaaddaiaiea 230, 100 257, 7 
ee Ce WD os ihciknisnccxcnnisenacdcuibintiinentaibendamathietibanabcidebdal 115, 100 128, 900 
DR innkdstrwccntststntnsowsesnnnatiniiiingdaminiaig dade e es Bema 345, 200 386. 600 
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Remarks.—These channel improvements are believed essential to 
provide flood protection in the basin. The committee has reduced 
the local cash contribution below that recommended by the chief of 
engineers. The amount represents a compromise between the original 
recommendations of the executive and legislative branches. 


WABASH RIVER AND TRIBUTARIES AT AND ABOVE WHITE RIVER, IND. 


(House Doc. 435, 84th Cong.) 


Location.—Wabash River rises near Celina, Ohio, flows north- 
westerly 67 miles to Huntington, Ind., thence southwesterly 312 miles 
to the confluence with White River, its principal tributary, and con- 
tinues southwesterly to the Ohio River. It drains 33,100 square 
- tl in Ohio, Indiana, and Illinois, of which 16,440 lie above White 

iver. 

Report authorized by—House Committee on Flood Control resolu- 
tion, May 23, 1946; Senate Committee on Public Works resolution, 
May 9, 1949. 

Existing project.—Provides for 23 local flood-protection projects and 
1 reservoir in area above White River. The Delphi, Lyford, Gill 
Township, and Brevoort local projects are either complete or essen- 
tially complete. One is under construction at Vincennes and pre- 
construction planning has been initiated for the Niblack project. 
Of the remaining 17 local protection projects, 3—Logansport, Peru, 
and Wabash—are in the Logansport-Huntington reach of the Wabash 
River, the area of principal concern in the interim report. Pre- 
construction planning is in progress for Mansfield Reservoir on 
tributary Raccoon Creek. 

Plan of recommended improvement.—Provides for 3 flood-control 
reservoirs—Mississinewa at mile 7.1 Mississinewa River, Salamonie at 
mile 3.5 Salamonie River, and Huntington at mile 411.4 Wabash 
River. Gross capacities are 365,490, 238,700, and 154,170 acre-feet, 
respectively. 

stimated cost.— 


| 
| Federal | Non-Federal Total 








III UNI ns dis saiarci lining aang aasaeiaaaew meen | $42, 010. 000 | $425, 000 $42, 435, 000 
i a” ae ene Ree eee a | 45, 463, 000 460, 000 1 45, 923, 000 





1 Mississinewa, $19,469,000; Salamonie, $13,646,000; Huntington, $12,808,000. 


Local cooperation.—Provide 1 percent of the first cost of the im- 
provements, currently estimated at $460,000. 
Project economics.— 


| Project doc- |Current (Jan- 





ument | uary 1956) 
Sieiiaapliatiensiaheiinintdiasatinnnbsisapten fone i 
II a 2, ce chcndumasteeanmieebeuus seace | $1, 630, 000 $1, 764, 000 
Annual benefits: re 
I INO OU ies ws ee chien erie Billdean dais 2, 615, 000 2, 381, 500 
I a kn rd cis Sell gah adsipanidiine marae 45, 700 50, 300 
I an stn msss ese aladaaainadeiaace ea Ae caked 2, 210, 700 2, 431, 800 


IN rt SU sc onkeeucn st ncebiew assem aaitaekeeetwnaies 1.4 1.4 
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BRUSH CREEK AT PRINCETON, W. VA. 
(S. Doc. 122, 84th Cong.) 


Location.—Brush Creek Basin lies in Mercer County, in southern 
West Virginia. It is part of the Kanawha River drainage area. 
Princeton is located near the center of the basin. 

Report authorized by— Senate Committee on Public Works resolu- 
tion, June 1, 1948. 

Existing project—There is no existing project for flood control at 
Princeton, (y Va. 

Plan of recommended improvement.—Provides for improvement of 
17,900 feet of channel of Brush Creek and lower 2,500 feet of channel 
of Christian Fork, and clearing and snagging of lower 1,500 feet of 
channel of Glady Fork; and includes railroad, railroad bridge, high- 
way, highway bridge, sewer, and utility construction and alteration. 
Estimated cost.—Project document: 





Tete. . 2.0. .-  oadi ens Aen eecee eee eee 1, 277, 500 


Local cooperation.—Provide without cost to the United States all 
lands, easements, rights-of-way, and spoil disposal areas necessary for 
construction of the project; hold and save the United States free from 
damages due to the construction works; maintain and operate the 
works after completion; bear the cost of highway, highway bridge, 
sewer, and utility alterations; bear the cost of railroad alterations 
except for the bridge crossings provided by the United States; con- 
tribute 3 percent of the cost of the construction work for which the 
United States is responsible; and take action necessary to restrict 
residential construction in the flood plain. The cash contribution is 
currently estimated at $28,500. 


; cea Project 
Project economics. ae 
An WRRRN. os oo oe os 2 ec does ed on Sc SS cna eee oe $49, 000 
Annual benefits: 
Meeuctien.of flood Cainage.:. hi. anno sabiasiiincnueddeeweeee 82, 000 


Increased land use 


Total 





Benefit-cost ratio 


Remarks.—Information presented to the committee indicates the 
need for this project. The high benefit-cost ratio is noted. 








MEADOW RIVER AT EAST RAINELLE, W. VA. 
(S. Doc. 137, 84th Cong.) 


Location.—Meadow River Basin lies in Greenbrier, Fayette, Nicho- 
las, and Summers Counties in southeastern West Virginia. It is part of 
the Kanawha River drainage basin, East Rainelle is located at the 
mouth of Sewell Creek, 30.3 miles above the mouth of Meadow River. 

Report authorized by.—Senate Committee on Public Works resolu- 
tion, March 9, 1948. 

Existing project—None. 
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Plan of recommended improvement.—Provides for improvement of 2.5 
miles of the channel of Meadow River below Sewell Creek, improve- 
ment of the lower 5,450 feet of the channel of Sewell Creek, improve- 
ment of the lower 3,230 feet of the channel of Boggs Creek, and 
clearing and snagging of 500 feet of the channels of Sewell and Boggs 
Creeks upstream from the above-cited improvements; and includes 
provision for a new highway bridge at the Boggs Creek crossing of 
United States Route 60 and limited sewer and utility relocations. 

Estimated cost——Report prices same as current prices. 


No ec caue ed bh bce nce ci nn eeeos tatdenw Ree vee $708, 000 
nN i a oR ee ge 115, 500 
Bic ban tsd ecto dhkn addin cian biehn adobe tnedes 823, 500 


Local cooperation.—Provides without cost to the United States all 
lands, easements, rights-of-way, and spoil disposal areas necessary for 
construction of the project; hold and save the United States free from 
damages due to the construction works; maintain and operate the 
works after completion, bear the cost of necessary highway bridge and 
sewer and utility adjustments; and take action necessary to restrict 
residential construction in the flood plain. 

Project economics.— 


ON icy 5: cet arta de Sais n Dames aie nes inne xdackacd $32, 000 
Annual benefits: Reduction of flood damage__...........----.--.-- $67, 000 
I a a eeeiiiiiniees 2.1 


Remarks.—The committee believes this project to be of an emer- 
gency nature, and recommends its early authorization. 


WILLIAMSON, W. VA. 
(S. Doc. 105, 85th Cong.) 


Location.—Williamson, Mingo County, W. Va., is on the right- 
descending bank of Tug Fork of Big Sandy River. 

Report authorized by—Senate Committee on Public Works resolu- 
tion, April 21, 1954; House Committee on Public Works, resolution, 
July 29, 1954; section 103, Rivers and Harbors Act approved Septem- 
ber 3, 1954. 

Existing project.—There is no existing project at Williamson. 

Plan of improvement.—Provides for protection of Williamson through 
construction of concrete walls approximately one-half foot higher than 
the maximum flood of record and provision of a pumping plant to 
remove internal drainage. The wall would be approximately 2,700 
feet long with an average height of approximately 3 feet. Some 
sewer and utility modifications would be required. 

Estimated cost (March 1957).— 


NNN kt aS eckicce us wih ET 
poaeamnee fs oP ee oie oe lock a eae 40, 000 
SM lacie 5 0 Succ se Dans Mila iteaiiet Gh oa accept RR nacelle ee ape act 665, 000 


Local cooperation.—Provide without cost to the United States all 
lands, easements, rights-of-way, and spoil-disposal areas necessary 
for construction of the project; hold and save the United States free 
from damages due to the construction works; and maintain and 
operate the works after completion. 





oY > 


> 


iL 
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Project economics.— 





Annusil charges. <2 0... 25 cdc ed Uae ee ee eee eee $26, 450 
Annual benefits: Reduction of flood damage. -_...........---------- $32, 000 
Benefit-00e6 POG80 .. < aiainc occtiweidiinde ota cucgainssseennsiedesldecn chs 1. 20 


Remarks.—Recent floods inundated this city three times, causing 
extensive damages. The committee feels that this project should be 
constructed at an early date and accordingly has included language in 
in the bill authorizing such construction. 


LAKE CHAUTAUQUA AND CHADAKOIN RIVER, JAMESTOWN, N. Y. 


(8S. Doc. 103, 84th Cong.) 


















Location.—Lake Chautauqua is at the head of Chadakoin River in 
the Allegheny River Basin in southwestern New York. Jamestown is 
situated on Chadakoin River. 

Report authorized by—Senate Committee on Commerce resolution, 
June 17, 1942. 

Existing project—Provides for improvement of channel of Chada- 
koin River at Jamestown, N. Y., between Boat Landing Bridge and 
Warner Dam, and seasonal regulation of Lake Chautauqua elevations 
by operation of Warner Dam. Construction has not been initiated. 

Plan of recommended improvement.—Provides for diversion of flood- 
waters to Lake Erie via divide cut and Little Chautauqua and Chau- 
tauqua Creeks; enlargement of Chadakoin River between Boat 
Landing Bridge and ‘Warner Dam; and repair of Warner Dam. 
Project will reduce flood damages at Jamestown and permit mainte- 
nance of optimum lake levels. 

Estimated cost.— 


Federal 











Non-Federal 


Promeat Gaetee Bo ccdcunnsscctiustsennccssctasinssane $4, 331, 000 23, 000 $ 
COURSES COOME DG ncnndacchetdaetawieuiaceneseimranene 4, 796, 000 911, 000 















Local cooperation.—Provide without cost to the United States all 
lands, easements, and rights-of-way necessary for construction of the 
project; bear the expense of all necessary highway, utility, and sewer 
alterations, and necessary repairs to Warner Dam; hold and save the 
United States free from damages due to the construction works; main- 
tain and operate the works after completion; and establish and enforce 
regulations to prevent encroachment on the lake and streams involved. 
Project economics.— 


Project docu- |Current (Jan- 
ment uary 1956) 









RTE CR ince inc ecnnsincnisrveccdiciiepechiiaukinblatbenn tape $233, 000 $258, 000 


Annual benefits: 
Reduetion of Heed Gasinh Qi vce ininiandacocscttinnssoguanierndoimame 275, 000 305, 000 
Reduction of damage due to low lake levels_...................--.-..--- 23, 000 25, 000 
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WEST BRANCH MAHONING RIVER RESERVOIR, OHIO 
(H. Doc. 191, 85th Cong.) 


Location.—Mahoning River rises near Alliance, Ohio, flows through 
the heavily populated and industrialized areas of Youngstown and 
Warren, Ohio, and joins the Shenango River at New Castle, Pa., to 
form the Beaver River. The Beaver flows into the Ohio River, 25 
miles below Pittsburgh. 

Report authorized by.—House Public Works Committee resolution, 
adopted March 10, 1955. 

xisting project.—Provides for the Berlin and Mosquito Creek reser- 
voirs for flood-control and allied purposes. 

Plan of recommended improvement.—Dam and reservoir on the West 
Branch about 10 miles above the mouth for flood control and low flow 
regulation. 

Estimated cost.—$12,585,000. 

Local cooperation.—Local cooperation will be required on the basis 
of pollution control, industrial water supply and temperature control, 
and land enhancement benefits provided by the project. 

Project economics.— 


PRR 6 34, c:, ctarl wee ee be waned, b odiewesadadeawee $506, 000 
I a ws js rs Sg cine cf Se peu $672, 000 
NE II LB eine eich cn us rec anu cline ante eetl i133 


Remarks.—The committee heard extensive testimony on this project. 
It notes the flood-control benefits of $424,100, and benefits from neh 
flow regulation of $247,900, and that local interests have agreed to 
contribute $6,242,000, or almost 50 percent of the cost of the project. 
The project has been officially approved by the State of Ohio. The 
committee believes the project needed for the benefits to the entire 
valley, believes it economically feasible, and does not consider the 
project as a part of the proposed Ohio River-Lake Erie Canal. 


CHARTIERS CREEK AT WASHINGTON, PA. 
(H. Doc. 286, 85th Cong., 2d sess.) 


Location.—Chartiers Creek drains about 277 square miles in south- 
western Pennsylvania and joins the Ohio River at McKees Rocks, 
immediately below Pittsburgh. 

Report authorized by—Committee on Public Works resolution 
adopted July 15, 1947. 

Existing project.—Chartiers Creek drains about 277 square miles in 
southwestern Pennsylvania and joins the Ohio River at McKees 
Rocks, immediately below Pittsburgh, Pa. 

Plan of recommended improvement.—Provides for improvement of 
Chartiers Creek for flood control at the city of Washington and 
adjoining Canton Township, Pa., by enlargement and straightening 
of the channel for a distance of 1.7 miles downstream from the Hayes 
Avenue Bridge, with appurtenant works. 


Estimated cost.— 


GDN neta iis neko uke meena ecstad wk ~ anlar $1, 286, 000 
IRIN go ss eh ewadee wien ae Smuatiad.<woeeeewe 254, 000 





a aca cen senna 1, 540, 000 
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Local cooperation.—Local interests must furnish without cost to the 
United States all lands, easements, and rights-of-way necessary for 
the construction of the project; hold and save the United States free 
from damages due to the construction works, including among other 
things the occasional impoundment of floodwaters during major floods 
associated with the proposed deflection dike; maintain and operate 
all the works after completion in accordance with regulations pre- 
scribed by the Secretary of the Army; bear the cost of new. highway 
bridges, street adjustments, and utility changes required for the 
project; and prescribe and enforce regulations designed to prevent 
encroachments on the improved channel. 

Project economics.— 


Adgdual chats: 2s. oc lots Cee eee $58, 000 
Annuel beneits. <u 5 oi43 onic ee i eee J eee oe $72, 000 


SANDY LICK CREEK AT BROOKVILLE, PA. 
(H. Doe. 166, 85th Cong.) 


Location.—North Fork Creek and Sandy Lick Creek form Redbank 
Creek at Brookville, located in Jefferson County, Pa. 

Report authorized by.—Resolution of Committee on Public Works, 
House of Representatives, July 29, 1955. 

Existing project.—None. 

Plan of recommended improvement.—Provides for improvement of 
existing stream channels of North Fork, Sandy Lick, and Redbank 
Creeks to provide maximum practicable degree of protection against 
a flood magnitude of that of March 1936. The project includes 
channel excavation, a drop structure on the North Fork and treatment 
of the confluence of North Fork and Sandy Lick Creeks to form a 
smooth junction of flow and removal of a chain of piers and small 
islands in Redbank Creek. 

Estimated cost.—Project: 


Weberel 55. cw. oe cence dso eee ee he eee $1, 000, 000 
MemeFuderdl. ..nnnurtcaneninsebhedsnenssntaneembeeeane 300, 000 
TOR... « wn cntacimndapacdkucmmacnidn canada 1, 300, 000 


Local cooperation.—Local interests would be required to furnish 
lands, easements, and rights-of-way and hold and save the United 
States free from damage and make necessary utility changes; maintain 
and operate the project after completion. 


Project economics.— 


Pixuirwienl CORIO icici i sisson cb Scie ae Rel hon ae ek alia ch $50, 000 
Annual flood-protection benefits.................--...-.-------- $67, 000 
Beneht-cost Titles oc cncesediidcoscciescticl cae 1. 34 


Remarks.—The channels of all three creeks at Brookville are inade- 
quate to carry the flood flows originating above the town. Severe 
flood damage occurs to industrial, commercial, and residential areas 
along the banks of the streams. The committee is of the opinion 
that early authorization of the improvements is extremely desirable. 
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TURTLE CREEK BASIN, PA. 
(H. Doc. 390, 85th Cong.) 


Location.—Turtle Creek drains 147 square miles in southwestern 
Pennsylvania. ‘The stream rises near Belmont, Pa., flows westerly, 
and empties into pool 2 of the Monongahela River near mile 12, a few 
miles upstream from Pittsburgh. 

Report authorized by.—Resolutions of the Committees on Public 
Works of the United States Senate and the House of Representatives, 
adopted September 20, 1950, and December 14, 1950, respectively. 

Existing project—A dam and reservoir for flood control, industrial 
water supply, and pollution abatement, was authorized for the Turtle 
Creek Basin by the Flood Control Act of 1944. The site of the dam 
would be on Turtle Creek about 2 miles above the junction of Brush 
Creek, would control runoff from a drainage area of 54 square miles, or 
37 percent of the drainage area, with a gross storage of 29,600 acre-feet, 
having a present estimated cost of $17,600,000. Many improvements 
for flood control have been made by various State and local agencies 
along the lower reaches of Turtle Creek, some of which have been 
beneficial and others harmful from a flood-control standpoint. 

Recommended plan of improvement.—Provides for channel enlarge- 
ment and protection in the lower 6 miles of Turtle Creek and for 1 
mile above the mouth of Thompson Run, and for revocation of the 
existing authorization for the Turtle Creek Reservoir. 

Estimated costs (based on January 1957 prices) .— 


Gr a habe els aie Sdn ee aie cics se ote ene eens $13, 417, 000 
SOI a ir pik bone we cs 5 id a ae me er aces oreo teers eee 1, 696, 000 
POOR ik bs da db Bicithtdche wid dbtin did beni alenlitlendade 15, 123, 000 


Local cooperation.—Provide without cost to the United States all 
lands, easements, rights-of-way, and spoil-disposal areas necessary for 
construction of the project; bear the cost of all changes, alterations, 
additions to, or relocations of any roadways, highway bridges, and 
utilities made necessary by the work; hold and save the United States 
free from damages due to construction of the project; establish channel 
limit lines conforming to the improvement and prevent encroachment 
on the channels so bounded; and maintain and operate all works after 
completion of each usable element thereof. 

Project economics.— 


eigen escpa ede ended aieniaaldaniale $635, 000 
I aS eed cara aia nc crane a aoe 1, 458, 000 
TE NS oho oo i etasacoeasaseosnenakcemeeen 2.3 


MONROE RESERVOIR, SALT CREEK, IND. 
(H. Doc. 192, 85th Cong.) 


Location.—Salt Creek is one of the smaller streams in the White 
River Basin. It lies in south-central Indiana, is about 95 miles-long, 
and joins the East Fork of the White River about 5 miles southwest 
of Bedford, Ind. 

Report authorized by.—Resolution of the Senate Public Works 
Committee adopted July 30, 1954, and resolution of the House Public 
Works Committee adopted April 20, 1948. 
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faisting project.—None. 

Plan of recommended improvement.—Construction of the Monroe 
Dam at mile 25.6 on Salt Creek, having a total storage capacity of 
446,000 acre-feet, of which 260,000 acre-feet are for flood-control 
storage and 186,500 acre-feet are for low-flow regulation and silt 
storage. 

Estimated cost.- 


Federal | Non-Federal Total 
} 


Puahest, Geen. ...0s... ..c.nddtntindipsctudecssssssubuaemene $4, 350, 000 | $5, 141, 000 $9, 500, 000 





Local cooperation.—Local interests are required to give assurances 
satisfactory to the Secretary of the Army that they will contribute in 
cash 54.1 percent of the total first cost of the project, and that such 
payment presently estimated at $5,141,000 (July 1956 prices) be 
paid either in a lump sum prior to commencement of construction, or 
in installments prior to commencement of pertinent items, in accord- 
ance with construction schedules as required by the Chief of Engi- 
neers, the final allocation to be made after the actual costs have been 
determined. 

Project economics. 


Ayal Ghee 2 2 ce eS ...... $376, 000 


Annual benefits ___ _- * st “ _.....-. $001, 000 
Benefit-cost ratio_ 2. 4 


Remarks.—The committee notes that the reservoir at the Monroe 
site will provide flood protection in the Wabash River Basin, will effect 
estimated reductions in the flood stages in the Ohio and Mississippi 
River Basins, and will provide low-flow regulation for increased 
industrial use. The project will also provide other features such as 
increased water for agriculture, a degree of pollution abatement, and 
potential use for recreation, although these types of benefits are not 
evaluated. The committee notes the very high benefit-cost ratio of 
2.4 and accordingly recommends adoption of the project. 


SACRAMENTO RIVER, CALIF., CHICO LANDING TO RED BLUFF 


(H. Doc. 272, 84th Cong.) 


Location.—Sacramento River rises in the Trinity Mountains near 
the Oregon border and discharges into the Pacific Ocean through San 
Francisco Bay. Distance along the river from Chico Landing to Red 
Bluff is about 52 miles. Distance from Keswick Dam to Red Bluff is 
57 miles. 

Report authorized by.—Resolutions of Committee on Rivers and 
Harbors, House of Representatives, September 25, 1945; Committee 
on Public Works, United States Senate, June 1, 1948; and Flood 
Control Act, May 17, 1950. 

Existing project—Elements of the Sacramento River major and 
minor tributaries project, authorized by the Flood Conte! Act of 
1944, are located on certain tributaries in this reach of the river. 
The Sacramento River old project, authorized by the Flood Control 
Acts of 1917, 1928, and 1941, and the River and Harbor Act of 1937, 
provides for a system of levees, channel improvements, and bypass 
channels in the reach below Chico Landing. 
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Plan of recommended improvement.—Extension of the existing Sacra- 

mento River flood-control project upstream to Keswick Dam for 

purposes of zoning the area between the dam and Chico Landing, 

and extension and modification of the flood-control project by the 

construction of bank protection and incidental channel improvements 

along Sacramento River between Chico Landing and Red Bluff. 
Estimated cost.— 


Federal Non-Federal Total 


Heahest Goowment (1068). .....22...................-.. eo $1, 360, 000 $31, 000 $1, 391, 000 
ee INI iin as om aca naninade unmeiee eens 1, 560, 000 36, 000 1, 596, 000 


Local cooperation.—Furnish lands, easements, rights-of-way; hold 
and save the United States free from damages; and maintain the bank 
So works in accordance with regulations prescribed by the 

cretary of the Army. 

Project economics.— 


Project Current 
document 
os 5 ci 5 cide ook goa soe eae bac nN $71, 000 $81, 500 
SEES ESS 
Annual! benefits: 

i Ce... .. cunndiesauealennsecemssentinmeaee 15, 000 10, 000 
SURE Sr IRIE CII oo oo ites dees cone dsad Camm wonawnen 86, 400 90, 000 
ae egkn tele cake cngdiaanvdiansacwneen enka eamaaenee. 101, 400 100, 000 

_————— 
ta 1. 43 123 

| 


SANDY PRAIRIE AREA, EEL RIVER, CALIF. 
(H. Doc. 80, 85th Cong.) 


Location.—The Eel River is tributary to the Pacific Ocean near 
Fontuna and drains an area of about 3,630 square miles in northwestern 
California. 

Report authorized by.—House Public Works Committee resolution, 
July 29, 1953. 

Existing project—Flood Control Act of 1936 authorized 2 miles 
of low levees near the mouth of Eel River to prevent a cutoff and about 
1 mile of retards in the lower 15 miles to prevent bank caving. No 
work has been done on this project. 

Plan of recommended improvement.—Provides for levee protection 
of the Sandy Prairie area near Fortuna, Calif., from a point near the 
railroad and highway crossing of Van Duzen River downstream on 
the right bank about 18,000 feet with suitable riprapped protection 
for about 5,700 feet of the river side of this levee. Protection is 
contemplated for a levee grade 3 feet above that of the 1955 flood. 
The proposal also includes provision of an internal-drainage structure. 

Estimated cost (current) .— 

i ct iae tick ee ma a nie ooo seek eee oe a Ee ee ee $707, 000 
ee een hoe et. =Car Se a ee 252, 000 
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Local cooperation.—Local interests are required to furnish lands, 
easements, and rights-of-way and hold and save the United States 
free from damage and make necessary utility changes; maintain and 
operate the project after completion; and contribute toward the 
construction of the project, 22.3 percent of the total cost of construc- 
tion presently estimated at $203,000. 

Project economics (current) .— 


Amis ORGIES cc occ cdo cde dns cthembas een $43, 400 
Annutd HetRG. 5 Ss 6c ce ndcdoincacicaesdeuebs es iewscéceoncteeues $53, 400 
pe ee | eee eee nS a ee eee eee 1. 23 


WEBER RIVER BASIN, UTAH 
(H. Doc. 158, 84th Cong.) 


Location.— Weber River rises in the Uinta Mountains in eastern 
Utah and flows northwesterly about 135 miles through the Wasatch 
Mountains to Great Salt Lake. 

Report authorized by —Flood Control Act, June 28, 1938. 

Existing project—No projects for flood control have been authorized 
or constructed by the Corps of Engineers. A multiple-purpose 
project, currently under construction by the Bureau of Reclamation, 
involves several reservoirs to be operated in part for flood control. 

Plan of recommended improvement.—Provides for construction of 
approximately 5 miles of levee, bank protection where required, 
approximately 12 miles of clearing and snagging, channel improve- 
ment in the city of Ogden, and removal of 2 diversion dams in Ogden. 
This work will supplement flood control obtainable from the multiple- 


purpose reservoirs of the Bureau of Reclamation’s Weber Basin 
project. 
Estimated cost.— 


Federal Non-Federal Total 


Project document (January 1954) .............---..-.-.--.--.. $470, 000 $105, 000 $575, 000 
CHUPIUIG GORE BN ohn cccecncencadscesccssasseeeetenee 520, 000 115, 000 635, 000 


Local cooperation—Furnish lands, easements, rights-of-way, and 
spoil-disposal areas; hold and save the United States free from dam- 
ages; make necessary road, bridge, and utility relocations; remove the 
Hooper and Plain City Dams from the Weber River when no longer 
needed ; maintain the improved channel and preserve or restore and 
thereafter maintain all other channels downstream from the existing 
and authorized reservoirs to the capacities prevailing in 1952. 

Project economics.— 


























Project Current 
document 
RES GI. seccisinincgnn06nt stcncenntcdnciantn epee ancl $41, 000 $46, 000 
Annual benefits: ¥* 
Reduction of flood damages... __............-..-.. Saodeck bebcivnesecucoses 58, 000 58, 000 
ee ee eee 2, 000 2, 000 
TOM cckmcevaa -WttneGisisinnsvnsstiveumcnmehaseaimadadadai aa 60, 000 60, 000 








sacnevessasntiesneacdedageaumewaiin 1. 45 1.30 
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Remarks——The committee was informed that floods from Weber 
and Ogden Rivers inundate 1,200 acres in Ogden, flood transcon- 
tinental railroads and highways, and large agricultural areas. Flood 
damages are extensive, and the committee believes that authorization 
of the project is fully warranted. 


SAN DIEGUITO RIVER, SAN DIEGO COUNTY, CALIF. 
(H. Doc. 288, 85th Cong.) 


Location.—San Dieguito River drains 347 square miles in San 
Diego County, Calif., and empties into the Pacific Ocean near Del 
Mar, about 95 miles southeast of Los Angeles. 

Report authorized by.—F lood Control Act approved August 18, 1941. 

Existing project—There are no Federal improvements for flood 
control in the basin. 

Plan of recommended improvement.—Participation by the United 
States in the cost of a multiple-purpose dam to be constructed by local 
interests at the Hodges site, mile 13 on San Dieguito River, Calif., 
The reservoir would have a storage capacity of 375,000 acre-feet, of 
which 85,000 acre-feet would be reserved for flood control. 


Estimated cost.— 


DREN oo ot a oo nae hie lane agai de ahead teen « is ae eee $1, 961, 000 
pees et 2 Ae oe Bue se ateabnw deka wes eaee 18, 339, 000 
IN cs saith, cn ey hier isn bn as eae aleia ba caa « techn deena 20, 300, 000 


Local cooperation.—F ederal participation is subject to the conditions 
that local interests finance, construct, operate, and maintain the 
project, and furnish assurances satisfactory to the Secretary of the 
Army that they will (a) operate the project for flood control in accord- 
ance with rules and regulations to be prescribed by the Secretary of the 
Army, (b) hold and save the United States free from damages, and 
(c) prescribe and enforce regulations designed to prevent encroachment 
on the channel between the dam and ocean. 


Project economics.— 


bbc ceddkb AAW REd Dee Sons akveweas .-- $771, 200 
RLS 2 ool ere to Look Set he ah Oaale on ee ee eee $882, 400 
NORE DUO os on cue cating come deen be aden <s-eneete diet 1.14 


BRUCES EDDY DAM AND RESERVOIR, IDAHO 
(S. Doc. 51, 84th Cong.) 


Location.—On North Fork Clearwater River 1.9 miles above its 
confluence with Clearwater River which is 41 miles upstream from 
Lewiston, Idaho. 

Report authorized by.—Senate Public Works Committee resolution, 
October 5, 1951. 

Existing project.—None specifically authorized in this location but 
proposed project would form a valuable addition to the main control 
plan for Columbia River. 
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Plan of recommended improvement.—An earthen-core rockfill dam, 
570 feet in effective height creating a reservoir of 1,433,000 acre-feet 
of usable storage with a total power installation of 240,000 kilowatts. 

Estimated cost.— 





Federal Non-Federal Total 








Print GE iisdtinki ccndncccutebincenccnuinigeamanall $122, 935, 000 0 | $122,935, 000 
COMMAS BOOB snc cnicctiidbaceccacsoskaswsiecsesecane 122, 650, 000 0 122, 650, 000 


Local cooperation.—No capital investment required: Local interests 
must operate and maintain log-passing facilities. 
Project economics. — 


Project January 
document 1956 


DT II gyi nnn win Spins ce ntnsndctinntchcennigdaghbmeaiageniemaoes $5, 209, 000 $6, 042, 000 


Annual benefits: 


Fe CR ges ook dow necdbandabeonanstiabeddhneeanes etal 1, 725, 600 1, 747, 000 

ROTI occ oc cccccdcccicusctencebuchsabennandoneee 537, 537, 000 

Power. Scdeninsunine hian get auudimenbunn mieata eimai: alana 8, 175, 000 8, 175, 000 
TROGIR. oo dink ok oninssccnscuccsndmedmeseaieeaateiadee 45, 000 

Rie ccc acdntccceandcasces asnnbaedamnheedyembausieadmaenasaretine 10, 482, 600 10, 495, 000 

BGR OUIE SERED «oo 0 on acer 060sdsdesnecsicsencnpiaeaeeel span i 2.01 tol 1.74 tol 


Remarks.—The committee heard extensive testimony on this project. 
It is believed amply justified and is needed to supplement other flood- 
control reservoirs in the Columbia River Basin. Since some doubts 
were expressed as to its effects on fish and wildlife, the committee has 
limited authorization to the preparation of detailed plans, at an 
estimated cost of $1,200,000, with the understanding that construction 
will not be undertaken until further authorization 1s provided by the 
Congress. 


SAMMAMISH RIVER, WASH. 


(H. Doc. 157, 84th Cong.) 


Location.—Sammamish River has its origin in Sammamish Lake and 
flows northwesterly 15 miles to Lake Washington which discharges into 
Puget Sound through the Lake Washington ship canal. Sammamish 
Lake is located about 11 miles east of Seattle, Wash. 

Report authorized by.—House Flood Control Committee resolution, 
May 2, 1946. 

Existing project.—None. 

Plan of recommended improvement.—Provides for a major drainage 
improvement by enlarging the Sammamish River channel from 
Sammamish Lake to Lake Washington. Depths would be increased 
an average of 3 feet, and widths would be increased from an average 
of about 15 feet to a range of 20 to 40 feet. 

tstimated cost.— 


Federal Non-Federal Total 


PGRNGE GHEE GINO Shack ccs cccicmencatinsenendn $825, 000 $404, 000 $1, 
Pe KdbRtdneestatnantheneneen 825, 000 404, 000 1, 
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Local cooperation.—Furnish lands, easements, and rights-of-way; 
assume maintenance of completed channel; make necessary alterations 
to highway, foot, and farm bridges; contribute at least 21 percent of 
first cost of items usually performed by Federal Government, esti- 
mated currently at $220,000. 

Project economics.— 











Project Current 
document 
Annual charges........-...-.--- apanbncdeardebet njpesesdahinttectamndinghines $49, 800 | $49, 800 
———————— SE 
Annual benefits: 
INI ane MIN I io ns ws owns a elie heen ie cena nals. acs ee 51, 300 49, 400 
Perensed et MSTIOUICUOl TEUNENS.. ..62 5. oon 5 nc wre cece cacbeccaeucce=se 52, 200 49, 200 
ict Eitan nto cecccnhcce bata des Barnscakn wniciaacteddainae eumn ada aemenndu anal 103, 500 38, 600 
tk ccittntisste cities dn tcc gp ledge rate eS io 2.08 1.98 


Remarks.—The committee notes the high economic ratio of this 
project and the large amount of local cash contribution. Its author- 
ization is believed warranted. 


FAIRBANKS FLOOD-CONTROL PROJECT, ALASKA 


(H. Doc. 137, 84th Cong.) 


Location.—Fairbanks, in central Alaska, lies along both banks of 
the Chena River and is 3 miles from the Tanana River some 10 miles 
above the confluence of Chena River and Tanana River. Ladd Air 
Force Base is located adjacent to Fairbanks on the east. 

Report authorized by.—Section 11 of the Flood Control Act, July 24, 
1946, section 204 of the Flood Control Act of 1948, section 208 of the 
Flood Control Act of 1950, and the Flood Control Act approved 
July 24, 1946. 

Existing project—Waters flowing into the Chena River from the 
Tanana River above Fairbanks were diverted back to the Tanana 
River by a dike about 3 miles long. Construction was completed in 
1945. Total expenditures were $557,000. 

Plan of recommended improvement.—Provides for earth fill dam, 
control works, a 200-foot bottom-width diversion channel 5.2 miles 
long, and a levee 12 miles long and approximately 8 feet high to divert 
flood flows from Chena River into the Tanana River above Fairbanks. 

Estimated cost.— 


Federal Non-Federal Total 


Peegeee eee CBG) 6 vic neni Bok dd icine cede ce ctksicsdacceu $7, 652, 000 $659, 000 $8, 311, 000 
ES CIN DING sits ractcin leh cnceninnags pescnemmmntnstbwiccinbhaine 9, 727, 000 840, 000 10, 567, 000 


Local cooperation.—Contribute $30,000 annually toward the main- 
tenance and operation costs of the flood-control improvements, furnish 
all lands, easements, and rights-of-way at an estimated cost of $470,000, 
and make a cash contribution of 3.5 percent of the total cost of the 
project presently estimated to be $370,000. 
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Project economics.— 


Project Current 








document 
Annual charges: 
OI i citi in dé bunts ins dkthinincddeienntteseshsbbmeleeiaekaniidaion $326, 000 $414, 500 
POT geste nxtiawitintinnan duns Désindilinieiciimatataieiiaiee Eames 53, 800 60, 500 
I cite sii ici cet aa acini ital eas cai 379, 800 475, 000 
Annual benefits: Reduction and prevention of flood damages-.-.........-.-- 607, 600 772, 600 
SO Td pica acicigtcwns dprekinnntn eh nadinisinnihdinig eastopemmadi dae ataenivieed 1.60 1.63 


Remarks.—The committee is aware that Fairbanks is the only large 
city in central Alaska, and also the only developed area in the Tanana 
River Basin. Ladd Air Force Base is located adjacent to the city. 
Large areas of Fairbanks are frequently inundated by floods of 


Tanana River and Chena Slough. Authorization of the project is 
desirable. 


COOK INLET, ALASKA (FLOOD CONTROL) 
(H. Doc. 34, 85th Cong.) 


TALKEETNA FLOOD CONTROL PROJECT, ALASKA 


Location.—The town of Talkeetna is located on the east bank of the 
Talkeetna River approximately 2,000 feet above the confluence of the 
Talkeetna and Susitna Rivers. 

Report authorized by.—Flood Control Act of 1948. 

Existing project.—None. 

Plan of recommended improvement.—Provides for stabilization of 


1,500 feet of river bank along the north limit of the town of Talkeetna. 
Estimated cost.— 


Federal Non-Federal Total 





Project document (1956) .................... agi Seater eaaatie $64, 900 0 $64, 900 


Local cooperation.—Furnish lands, easements, and rights-of-way 
necessary for the construction of the project; hold and save the 
United States free from damages; and maintain all works after com- 


pletion, in accordance with regulations prescribed by the Secretary 
of the Army. 


Project economics.— oe 
BR Sih an nin a4 dsbndecdacttenlamendndsianaieee $4, 550 
EERE We 66 Si ei ccc enews inh eae eae Sm ctepeialdosaaee $6, 260 
DOME Obes CRED Wn. ann ob 5 in ce cece kdedscd cates. dicedediondeeueee 1. 38 


INCREASES IN MONETARY AUTHORIZATIONS FOR 
COMPREHENSIVE RIVER BASIN PLANS 


Congress, in the Flood Control Acts of 1936 and 1938, approved 
comprehensive plans for the development of many of the river basins 
throughout the Nation in the interest of flood control, navigation, 
hydroelectric power development, and other allied water uses. Al- 
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though the approval extended to the entire plan in each case, the 
authorization of funds was limited to the anticipated appropriations 
for the next several years. In subsequent acts, Congress approved 
plans for additional river basins and also increased the monetary 
authorizations for those basins previously authorized to the extent 
needed to provide for appropriations. Tt has been customary to 
include increases in authorizations, where needed, in each of the 
omnibus bills. 

The committee requested the Chief of Engineers in 1956, when this 
bill was first under consideration, to analyze each comprehensive 
river basin plan that was subject to a monetary limitation with a 
view to determining which plans would require additional monetary 
authorization. In order to arrive at a figure it was necessary to con- 
sider the interval between that bill and the next omnibus bill, which 
was at that time assumed as 3 years. Making an allowance for the 
time required in the normal budgeting processes, this means that the 
total of the balance of authorization then available in each basin plus 
the additional authorization recommended should be sufficient to 
cover possible appropriations through the fiscal year 1960. 

The river basin plans requiring additional monetary authorizations, 
as of 1956, and the amounts were as follows: 


Comprehensive river basin plans 
[Estimates rounded to nearest million} 


[In millions of dollars) 
Available ——- Estimated Additional 
Estimated | monetary tions additional | authorization 
River basin cost authoriza- | through appropria- jrecommended 


tion fiscal year | tions, fiscal |by committee 
1957 years 1958-60 


i at 184 73 43 54 24 
Hartwell Reservoir, Savannah River-_. 94.3 50 14 80.3 4.3 
Central and southern Florida......_._- 120 43 45 
The eenignneingts 333 169 150 76 57 
as is tiie niaicannan bao 354 44 37 28 21 
a a a as dates 1, 816 839 713 317 200 
Raaaeuaae LiuichiweuintaicLdmanhammunsne 127 19 33 17 
ai inns chenigitsn 79 16 ll 18 13 
wenn One Twis........<.....--.---.-. 33 5 29 23 
a a g 330 210 193 61 44 
EET 54 36 30 14 
EG let ih ietnkddinndabecanns 1, 663 463 392 183 112 
Total additional authorization 
CR SCO i anne cc i ieee Sci isecestdad ial ck aiees 608. 3 


Remarks.—The committee notes that the basin authorization re- 
quirements are based upon anticipated appropriations through fiscal 
year 1960. It should be understood that in view of the delay in 
enacting omnibus legislation shortages may possibly occur in some 
basins in the next year or so even though the amounts in the bill are 
made available. This will necessitate consideration of additional 
amounts of authorization in 1959. 

In connection with the basin plan for central and southern Florida, 
the committee has added a proviso which adopts the recommenda- 
tions of the Chief of Engineers in House Document No. 186, 85th 
Congress, which increases the local cooperation for the remaining part 
of the project authorized in the 1954 Flood Control Act, most of which 
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has not yet been constructed. The full recommendations of the Chief 
of Engineers are as follows: 

Recommended cost sharing for existing project.—The Chief of Engi- 
neers recommends: 

(a) That the plan of improvement set forth in this study be estab- 
lished as that to be accomplished under the 1948 and 1954 authoriza- 
tions for the central and southern Florida project, subject to such 
modifications in detail as further planning may require. 

(b) That the monetary limit of $29,152,000 in cash contribution to 
the entire project, contained in House Document 643, 80th Congress, 
be removed. 

(c) That for the second phase of the project authorized by the 
Flood Control Act of 1954, non-Federal interests be required to con- 
tribute 20 percent toward the cost of contracts for construction plus 
supervision and administration thereof, to provide the necessary lands 
and relocations to bear the cost of maintenance and operation of all 
works except those having to do with the regulation of Lake Okee- 
chobee, and to hold and save the Federal Government free from 
damages resulting from project construction and operation. 


Section 204 


This section would authorize Federal particpation, to the extent of 
flood-control benefits only, in the proposed multiple-purpose Oroville 
Dam and Reservoir to be constructed on the Feather River by the 
State of California. This kind of participation does not set a prece- 
dent since similar authorizations have been granted before, notably 
in connection with Cherry Valley Reservoir in California and Mark- 
ham Ferry in Oklahoma. The committee has been careful to include 
in the authorizing language safeguards which will protect the interest 
of the United States. These principal safeguards are: 

(a) The actual amount of Federal contribution shall be determined 
by the Secretary of the Army in cooperation with the State of Cali- 
fornia and shall be subject to a finding by the Secretary of the Army 
of economic justification for the flood-control allocation. 

(6) Prior to the Federal contribution an agreement must be reached 
between the Federal Government and the State, assuring that the 
reservoir will be operated so as to produce the flood-control benefits 
upon which the allocation is predicated. 

(c) Operation of the dam for flood control shall be in accordance 
with rules prescribed by the Secretary of the Army in accordance with 
existing law, which is similar to other dams not under the jurisdiction 
of the Corps of Engineers but having flood-control benefits for which 
operating rules are prescribed. 

(d) The rate of contribution on an annual basis during the construc- 
tion period shall not exceed an amount which reflects the relative value 
of the flood-control portion in comparison to the total cost. 

(e) The authority is limited to 4 years, and if construction is not 
undertaken within that period, the authority shall cease. 

The committee has amended the bill to provide that the finding 
by the Secretary of the Army of economic justification for the flood- 
control allocation shall also be approved by the President. The 
Bureau of the Budget furnished the committee the estimate of cost 
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of $50 million for the flood-control allocation. The inclusion of flood 
control in the project is believed necessary, and the committee is 
cognizant of the partnership arrangements with the State. 


Section 205 


This section of the bill would authorize the Secretary of the Army 
to reconvey to the former owners certain land previously acquired 
for the Grapevine, Garza-Little Elm, Benbrook, Belton, and Whitney 
Reservoir projects in Texas. This action is required because during 
acquisition of land for these projects the policy was changed when 
the Department of the Army and the Department of the Interior in 
October 1953 adopted a joint acquisition policy under which ease- 
ments are acquired in some lands instead of fee title. 

“~ since there is no authority for the Secretary of the Army to reconvey 
lands he has acquired it is necessary that ‘authorization be granted 
specifically by Congress. This section is consistent with similar 
authorization for reconveyances enacted in connection with the Jim 
Woodruff Dam and Reservoir project, Georgia and Florida, and the 
Demopolis lock and dam project, Alabama. 

Provision has been made in the section to avoid hardship upon subse- 
quent adjacent owners whose interest might be otherwise adversely 
affected by reconveyance of land. 

It is the intention of the committee that, in administering the re- 
conveyances authorized in section 205, no land shall be subject to 
reconveyance in the Garza-Little Elm Reservoir project below the 
level of 529 feet, nor in the Grapevine Reservoir project below the 
level of 560 feet elevation. 

It is further the intention of the committee that facilities for public 
recreation shall not be adversely affected by any reconveyance under 
this section. Public access to the reservoirs shall be protected at all 
points where now available, and existing public roads for ingress and 
egress shall not be adversely affected by reconveyances. 


SECTION 206 


This is the customary section providing for authorizations for flood- 
control surveys at various localities. It is similar to the correspond- 
ing section 112 in title I and the remarks made there apply to this 
section. The modification of the procedure in eliminating preliminary 
examination reports with respect to flood-control projects is covered 
in section 208. A list of the flood-control surveys follows: 


FLOOD-CONTROL SURVEYS 


Short Sands section of York Beach, York County, Maine. 

Streams, river basins, and areas in New York and New Jersey for 
flood control, major drainage, navigation, channel improvement, and 
land reclamation, as follows: Hackensack River, Passaic River r, 
Raritan River, Arthur Kill, and Kill Van Kull, including the portions 
of these river basins in Bergen, Hudson, Essex, Middlesex, Passaic, 
Union, and Monmouth Counties, N. J. 

Deep Creek, St. Marys County, Md. 

Mille Creek, Fla. 
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Streams in Seminole County, Fla., draining into the St. Johns 
River. 

Streams in Brevard County, Fla., draining Indian River and 
adjacent coastal areas including Merritt Island, and the area of 
Turnbull Hammock in Volusia County. 


Lake Ponchartrain, La., in the interest of protecting Salt Bayou 
Road. 

San Felipi Creek, Tex., at and in the vicinity of Del Rio, Tex. 

El Paso, El Paso County, Tex. 

Rio Grande and tributaries, at and in the vicinity of Fort Hancock, 
Hudspeth County, Tex. 

Missouri River Basin, S. Dak., with reference to utilization of flood- 
waters stored in authorized reservoirs for purposes of municipal and 
industrial use - maintenance of natural lake levels. 

Stump Creek, tributary of North Fork of Mahoning Creek, at 
Sykesville, Pa. 

Little River and Cayuga Creek, at and in the vicinity of Cayuga 
Island, Niagara County, N. Y. 

Bir d, Caney, and Verdigris Rivers, Okla., and Kans. 

Watersheds of the Illinois River, at and in the vicinity of Chicago, 
Ill., the Chicago River, Ill., the C alumet River, Ill. and Ind., and their 
tributaries, and any areas in northeast Illinois and northwest Indiana 
which drain directly into Lake Michigan with respect to flood control 
and major drainage problems. 

All streams flowing into Lake St. Clair and Detroit River in Oak- 
land, Macomb, and Wayne Counties, Mich. 

Sacramento River Basin, Calif., with reference to cost allocation 
studies for Oroville Dam. 

Pescadero Creek, Calif. 

Soquel Creek, Calif. 

San Gregorio Creek and tributaries, California. 

Redwood Creek, San Mateo, Calif. 

Streams at and in the vicinity of San Mateo, Calif. 

Streams at and in the vicinity of South San Francisco, Calif. 

Streams at and in the vicinity of Burlingame, Calif. 

Kellogg and Marsh Creeks, Contra Costa County, Calif. 

Eastkoot Creek, Stinson Beach area, Marin County, Calif. 

Rodeo Creek, tributary of San Pablo Bay, Contra Costa County, 
Calif. 

Pinole Creek, tributary of San Pablo Bay, Contra Costa County, 
Calif. 

Rogue River, Oreg., in the interest of flood control, navigation, 
hydroelec tric powe r, irrigation, and allied purposes. 

Kihei district, island of Maui, T. H. 


SECTION 207 


This section provides the customary increase in basin authorization 
for the portion of the comprehensive Missouri River Basin plan 
under the jurisdiction of the Bureau of Reclamation of the Depart- 
ment of the Interior. This is the same item as was contained in 
the 1956 bill and covers the same general 3-year period as used for 
the increased basin authorizations for the Corps of Engineers. Prior 
authorizations since the adoption of the plan amount to $200 million 
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in the Flood Control Act of 1944, $150 million in the act of 1946, and 
$200 million in the act of 1950, a total of $550 million. As is true 
with the basins of the Corps of Engineers, increased authorizations 
may have to be considered in the near future. 


SEcTION 208 


This section permits the elimination of preliminary examinations 
in connection with flood control surveys in the same manner that sec- 
tion 105 does for navigation reports. 


SECTION 209 
This provides that title II may be cited as the “Flood Control Act 
of 1958.” 
TITLE IIT 
Section 301 


This title provides authority for the Corps of Engineers and the 
Bureau of Reclamation to include storage for immediate and future 
water supply in Federal navigation, flood control, irrigation, or 
multiple-purpose projects on a basis which will permit the Federal 
Government and local interests to share equitably in the benefits of 
multiple-purpose construction. 

The committee believes that title III prescribes a sound division 
of water-supply responsibility between the Federal Government and 
States and local interests by declaring it to be the policy of Congress 
to recognize the primary responsibilities of the States and local interests 
in developing water supplies for domestic, municipal, industrial, and 
other purposes and that the Federal Government should participate 
and cooperate with States and local interests in developing such 
water supplies in connection with the construction, maintenance, 
and operation of Federal navigation, flood control, irrigation, and 
multiple-purpose projects. 

The committee considers title III to be one of the most important 
parts of the bill because of the increasingly acute water shortages 
which are developing not only in the more arid sections of the country 
but also in humid areas. 

The committee believes that title III provides a framework within 
which the Corps of Engineers and the Bureau of Reclamation may 
proceed to develop the best overall use of water resources in river 
basins in the service of water supply and other needs. While it is 
true that water supply storage may be provided under certain con- 
ditions under existing law, title II] makes possible provision of water- 
supply storage in reservoirs where it is apparent that there will be a 
future demand for such storage but where the demand is not pressing 
at the time of construction. Arrangements are made for deferral of 
initial repayment of costs allocated to water-supply storage until 
storage is first used for this purpose and for final repayment of such 
costs within the life of the project and not to exceed 50 years from 
the date of first use for water supply. An interest-free period of up 
to 10 years will be allowed. The interest of the Federal Government 
is protected by the requirement that prior to initiation of construction 
or modification of a project including water-supply provisions State 
or local interests shall agree to pay for the cost of such provisions on 
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a basis permitting sharing of the benefits of multiple-purpose con- 
struction between all authorized project purposes, and the require- 
ment that in the case of water-supply storage for future demands 
State or local interests give reasonable assurances that they will 
contract for use such storage on a basis permitting paying out the 
costs allocated to water supply within the times ieoctiak 

The committee feels that title III is wise and needed legislation 
which will be effective in meeting immediate and emerging long-range 
water-supply problems. 


Secrion 302 


This provides that title III may be cited as the “Water Supply Act 
of 1958.” 
O 
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AMENDING SECTION 207 OF THE FEDERAL PROPERTY AND 
ADMINISTRATIVE SERVICES ACT OF 1949 SO AS TO MODIFY 
AND IMPROVE THE PROCEDURE FOR SUBMISSION TO THE 
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LAWS 








JUNE 18, 1958. 





Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
7 } Q i » > AMNIVERS! at 
Operations, submitted the followie. MICHIGAN 


REPORT 


{To accompany S. 2752] 
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The Committee on Government Operations, to whom was referred 
the bill (S. 2752) to amend section 207 of the Federal Property and 
Administrative Services Act of 1949 so as to modify and improve the 
procedure for submission to the Attorney General of certain proposed 
surplus property disposals for his advice as to whether such disposals 
would be inconsistent with the antitrust laws, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendments are as follows: 

Page 3, line 2, strike out the word ‘‘any”’ and insert in lieu thereof 
the word “‘real’’. 

Page 3, beginning on line 2, strike out the parenthetical phrase 
“(other than a patent, process, technique, or invention)”’. 

Page 3, line 7, strike out the figures “$3,000,000” and insert in 
lieu thereof ‘‘$1,000,000”’. 

Page 3, strike out lines 8, 9, and 10, and insert in lieu thereof the 
following: 

(2) personal property (other than a patent, process, tech- 
nique, or invention) with an acquisition cost of less than 

$3,000,000.” 
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Page 3, line 15, at the end of the sentence add the following new 
sentence: 


As used in this section the term ‘antitrust laws’’ includes 
the Act of July 2, 1890 (ch. 647, 26 Stat. 209), as amended; 
the Act of October 15, 1914 (ch. 323, 38 Stat. 730), as 
amended; the Federal Trade Commission Act (38 Stat. 717), 


as amended; and sections 73 and 74 of the Act ef August 27, 
1894 (28 Stat. 570), as ame aide d. 


Page 3, strike out line 16, and all that follows down through line 6 
on page 4. 


PURPOSE 


The purpose of this bill is to amend the Federal Property and Admin- 
istrative Services Act of 1949, as amended, to increase the exemptions 
of proposed disposals of surplus property from referral to the Attorney 
General for his advice as to whether or not such disposals would be 
inconsistent with the antitrust laws. The bill would also effect certain 
changes in respect to the procedure for such referrals to the Attorney 
General by the disposal agencies. 


BACKGROUND 


Section 207 of the Federal Property and Administrative Services 
Act of 1949, as amended, requires that the Attorney General be notified 
of proposed disposals of surplus property costing the Government $1 
million or more, or of the disposal of patents, processes, techniques, 
or inventions, irrespective of cost. The purpose for such notification 
to the Attorney General is to provide information on which he may 
render his advice to the disposal agency as to whether such proposed 
disposal would tend to create or maintain a situation inconsistent with 
the antitrust laws. The $1 million figure is the: same as that con- 
tained in a repealed provision of the Surplus Property Act of 1944 (sec. 
20, 58 Stat. 775). 

Section 207 presently reads as follows: 


Sec. 207. Whenever any executive agency shall begin 
negotiations for the disposition to private interests of a plant 
or “plants, or other property, which cost the Government 
$1,000,000 or more, or of patents, processes, techniques, or 
inventions, irrespective of cost, the executive agency shall 
promptly notify the Attorney General of the proposed dis- 
posal and the probable terms or conditions thereof. Within 
a reasonable time, in no event to exceed sixty days after 
receiving such notification, the Attorney General shall advise 
the Administrator and the interested executive agency 
whether, insofar as he can determine, the proposed disposi- 
tion would tend to create or maintain a situation inconsistent 
with the antitrust laws. Upon the request of the Attorney 
General, the Administrator or interested executive agency 
shall furnish or cause to be furnished such information as it 
may possess which the Attorney General determines to be 
appropriate or necessary to enable him to give the advice 

called for by this section or to determine whether any other 
Seewiiion or proposed disposition of surplus property vio- 
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lates the antitrust laws. Nothing in this Act shall impair, 
amend, or modify the antitrust laws or limit and prevent 
their application to persons who buy or otherwise acquire 
property under the provisions of this Act. As used in this 
section the term ‘antitrust laws’’ includes the Act of July 
2, 1890 (ch. 647, 26 Stat. 209), as amended; the Act of October 
15, 1914 (ch. 323, 38 Stat. 730), as amended; the Federal 
Trade Commission Act (38 Stat. 717), as amended; and 
sections 73 and 74 of the Act of August 27, 1894 (28 Stat. 570), 
as amended. 


The experience of administering this section led the General Services 
Administration to believe it should be amended so as to increase the 
exemptions from referral, to clarify the section’s application, and to 
improve the procedure for referrals. A proposal to amend thusly 
section 207 of the Federal Property and Administrative Services 
Act was therefore incorporated into the General Services Administra- 
tion’s legislative program. S. 2752, the Senate version of the GSA’s 
proposed legislation on the subject, would increase the Government 
cost figure of $1 million to $3 million, and would exempt from its 
provisions the disposal of property determined scrap or salvage. 
Certain ambiguities which lead to administrative and procedural 
difficulties are intended to be corrected by this bill. 


NEED FOR LEGISLATION 


The principal change in law proposed by the bill relates to the 
various categories of property to which section 207 applies. At 
present it is applicable to any property, either real or personal, costing 
the Government $1 million or more. This figure would be raised 
by the bill as passed the Senate to $3 million for both real and usable 
personal property, while property classified as scrap or salvage would 
be completely exempt from the provisions of section 207. (See com- 
mittee amendments.) 

During the hearing on the bill before the General Government 
Activities Subcommittee, it was brought out that during a 4%-year 
period only 42 proposed disposals of surplus real property were 
referred by the General Services Administration to the Attorney 
General for his advice under section 207. Of these 42 referrals, in 
25 cases the cost to the Government was between the present $1 
million and the proposed $3 million figure, and in the other 17 cases 
the cost exceeded $3 million. As to 2 of the 25 referrals of real prop- 
erty costing $3 million or less, the Attorney General advised that the 
proposed disposal would be inconsistent with the antitrust laws. 

The following tabulation, requested by the subcommittee, was 
developed from the General Services Administration’s records, and 
reflects the proposed disposals of surplus personal property referred 
to the Attorney General during the period from February 1952 
through October 8, 1956. 


Property categories | Total num- | Percent of 

| ber of cases total cases 
Usable ‘ 25 | 15 
Scrap 91 | 54 
Salvage iia . 52 | 31 
Tota | 168 | 100 
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Of the 25 referrals on proposals of usable personal property, com- 
plete information as to the acquisition cost was available only on 8 
referrals. Of these 8 referrals, 3 involved property with acquisition 
costs exceeding $3 million, the other 5 having acquisition costs be- 
tween $1 million and $3 million. 

Since 85 percent of the personal property referrals involved prop- 
erty classified as scrap or salvage, the committee unsuccessfully sought 
information as to the number of instances in which the acquisition 
cost exceeded the $3 million figure which the bill would provide for 
usable personal property. (This lack of information in the GSA 
files on referrals to the Attorney General is one of the shortcomings 
intended to be remedied by provisions in the bill expressly requiring 
that notice be given the GSA by other disposal agencies of all proposed 
disposals and the probable terms and conditions thereof.) Only one 
of the proposed disposals of scrap or salvage was known by the General 
Services Administration to have been found inconsistent with the 
antitrust laws by the Attorney General. 

One of the needed clarifying changes is suggested by the language 
contained in the first sentence of section 207 which states, ‘‘Whenever 
any executive agency shall begin negotiations * * *.”’ [Emphasis 
added. ] The use » of the word ‘negotiations’ ’ raises the question as to 
whether it is the legislative intent “that section 207 apply only to sur- 
plus property disposals made by or as distinguished from 
advertised, competitive disposals, or to all disposals. The Adminis- 
trator of General Services has eae authority to make disposals by 
negotiation, in contrast to advertised, competitive bidding, but from 
an antitrust viewpoint there is as much reason to notify the Attorney 
General of disposals by competitive bidding as there is by negotiation. 
GSA has followed this reasoning as a matter of policy interpretation 
and has solicited the Attorney General’s advice as to all proposals 
involving acquisition costs exceeding $1 million. S. 2752 makes it 
clear that the section applies to both methods of disposal. 

Another obscurity in administration lies in the determination of the 
time such notification must be sent to the Attorney General by the 
disposal agency. A literal interpretation of section 207 would seem 
to require referral during the first step of any intended disposal. If 
disposal was intended to be accomplished by negotiation it would 
mean notification should be forwarded upov the first contact by the 
disposal agency with the interested purchaser, or if the disposal is by 
competitive bidding, the first step would be the issuance of the 
public invitation for bids. The Attorney General in commenting on 
the bill wrote: 


* * * from a practical standpoint, all arrangements for a 
proposed sale should be completed before it is submitted to 
the Attorney General for his advice. This should include 
the purchase price, terms, etc., and the name of the prospec- 
tive purchaser. Until this has been done, the Attorney 
General would not have before him all the facts needed to 
start consideration of the proposed sale. 
This bill would amend section 207 so as to solicit the advice of the 
Attorney General after the “disposal is contemplated,’ thereby 


leaving to the disposal agency the determination of the appropriate 
time for submission prior to any consummation of the sale. 
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A still further change in existing procedure which would be effected 
by the bill is the requirement that the General Services Administration 
be furnished a copy of each notification to the Attorney General sub- 
mitted by other agencies making disposals. There is presently no 
requirement that ‘the Administrator of General Servic es, who is 
charged by law with general supervision and direction of the surplus 
property disposals, be furnished the full information on proposals 
submitted to the Attorney General for his advice. S. 2752 would 
require that a copy of such notice to the Attorney General be submitted 
simultaneously to the Administrator, as well as the Attorney General’s 
re ply to the disposal agency. 

The Administrator of General Services in his letter transmitting to 
Congress the proposed legislation pointed out the reasoning and justi- 
fication which prompted his request for enactment of this bill. That 
letter is made a part of this report under agency comments. 


FISCAL DATA 


This bill is considered an economy measure and should serve to re- 
duce administrative expenses in the administering of section 207. 


EXPLANATION OF AMENDMENTS 


The committee amendments were adopted for the following two 
specific reasons: 

To retain as to surplus real property the existing acquisition 
(plus capital improvements) cost figure of $1 million as the deter- 
minant as to whether a proposed disposal i is referred to the Attor- 
ney General for his advice as to any inconsistency with the anti- 
trust laws. 

To continue in effect the present required submission to the 
Addaelach General of all proposed disposals of personal property 
classified as scrap or salvage, although increasing the acquisition 
cost from $1 million to $3 million which would be applicable to 
usable personal property under the bill. 

The committee believes that the present cost figure of $1 million on 
real property should not be raised. While the current depreciated 
book value of certain properties such as industrial facilities may be 
considerably less than acquisition cost, it must be considered that the 
cost of comparable sites, new equipment and machinery is frequently 
several times the 1943 prices. Depreciation is often more than offset 
by an appreciation in value of the real property itself. 

Real property referrals by the General Services Administration 
under section 207 have averaged less than 10 per year and the fact 
that only 2 disposals have been ruled against by the Attorney General 
is not in itself the determining factor as to the merit or wisdom of 
requiring referral. The fact that proposed disposals of real property 
costing the Government more than $1 million will be reviewed by the 
Attorney General may deter ineligible parties from seeking purchase. 
If the exemption cost were $3 million, as proposed, approximately 
60 percent of the disposals would not have antitrust clearance. 

Serious consideration was given to the GSA proposal of removing 
from the provisions of section 207, personal property determined to be 
scrap or salvage. It is believed, however, that such property classified 
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as scrap or salvage should not be exempt where its acquisition cost 
exceeds $3 million. Disposal agencies may well keep in mind the 
applicability of section 207 when selecting the size and dollar value 
of single offerings. For this reason, the committee strongly feels that 
to exempt completely from provisions of this section property classified 
as scrap or salvage would invite possible abuse. ‘The committee seeks, 
by this amendment, to discourage disposal agencies from combining 
for single sales, groups of properties which, because of the dollar value, 
could possibly exclude small-business men from competition. 


AGENCY COMMENTS 


Reports received from General Services Administration, General 
Accounting Office, Department of Justice, and the Bureau of the 
Budget on “the House companion bill (H. R. 9169) all favor enactment. 
These reports are as follows: 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., August 5, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, Washington, D. C. 

Dear Mr. Speaker: There is enclosed for your consideration a 
draft of a bill to amend section 207 of the Federal Property and 
Administrative Services Act of 1949 so as to modify and improve 
the procedure for submission to the Attorney General of certain 
proposed surplus property disposals for his advice as to whether such 
disposals would be inconsistent with the antitrust laws. 

Section 207 of the Federal Property and Administrative Services 
Act of 1949 requires executive agencies to solicit the views of the 
Attorney General as to whether certain proposed disposals of surplus 
property would tend to create or maintain a situation inconsistent 
with the antitrust laws. As a result of the experience of the General 
Services Administration with this section, we feel that its present 
provisions invite amendments by way of clarification and betterment. 
The enclosed bill incorporates these amendments, which we now 
proceed to explain. 

The first difficulties concern the requirement in the opening sentence 
of section 207 that an executive agency must notify the Attorney 
General “whenever any executive agency shall begin negotiations” 
for the disposal of certain categories of surplus property. For the 
quoted text the bill would miei “before any executive agency 
shall consummate a disposal.”’ 

The use of the word ‘‘negotiations,” to one reading the sentence at 
first glance, raises the question whether the requirements of the section 
apply only to negotiated disposals as distinguished from those made 
by award after competitive bidding. Section 207 is part of Title II: 
Property Management, of the Federal Property and Administrative 
Services Act of 1949, as amended, in which appears section 203 (e) 
which authorizes the Administrator of General Services, until July 31, 
1958, to make surplus property disposals ‘‘without regard to any 
provision of existing law for advertising,” i. e., by negotiation. (This 
Administration, as part of its program for the 85th “Cong., ist sess., 
proposes amendment of sec. 203 (e) so as to provide for permanent 
authorization for disposals of surplus property by negotiation in 
appropriate classes of cases.) 
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From a practical point of view, there is just as much reason to 
notify the Attorney General under section 207 of proposed disposals 
by award after advertisement for competitive bids as there is of those 
to be made by negotiation. This Administration has, therefore, in 
point of fact, given the broadest interpretation to what it conceived 
to be the congressional intent, and has made it a policy to have the 
opinion of the Attorney General sought under the section in all cases 
to which the section could apply, whether the proposed disposal is to 
be by award after advertising or by negotiation. The question, 
however, engendered by the use of the word “negotiations” in section 
207 lingers, and we believe that the section should be amended to 
make clear that its application covers both methods of disposal. 

The words “shall begin” in the first sentence of section 207 have 
given rise to a real practical difficulty. The beginning of negotiations, 
literally construed, would mean the first step of any kind in any in- 
tended disposal of surplus property. In the case of disposal by 
negotiation, it would mean the initial contact with prospective dis- 
ponees; in 'the case of disposal by advertising, it would mean the 
issuance of the public invitation for bids. In either case, at that 
point, the identity of the eventual proposed disponee is unknown 
Yet it is primarily and essentially that identity which constitutes the 
reason for the salutary requirement of section 207 that the opinion . 
the Attorney General be given on the antitrust aspect. Indeed, 
punctilious adherence to the literal reading of section 207 aaa 
require the executive agency to notify the Attorney General of a mere 
inchoate and ine omplete proposal upon which the latter would not 
have the facts to give any advice at all. The substitution in the first 
sentence of section 207 of “shall consummate” for “shall begin,” as set 
forth in the enclosed bill, should make clear that the notification to the 
Attorney General need not be made until the terms of the proposed 
disposal have tentatively crystallized—that is, in the case of disposal 
by advertisement, after the bids have been submitted and the agency 
proposes disposal to the highest acceptable bidder, and in the case of 
disposal by negotiation, after the proceedings have reached the point 
where a suitable disponee has been provisionally determined upon. 

Another amendment to section 207 as proposed by the bill would 
specifically require an executive agency (other than GSA) submitting 
a notification to the Attorney General simultaneously to send a copy 
of the notification to the Administrator of General Services. Observ- 
ance of such procedure is desirable for two reasons. (1) Section 207 
in its present form expressly calls upon the Attorney General to render 
his advice to the interested executive agency and the Administrator. 
If the Administrator in all cases receives the advice from the Attorney 
General, it is only logical that he should be furnished with full infor- 
mation as to the proposal upon which the advice is rendered. (2) The 
Administrator of General Services is the official charged by the Federal 
Property and Administrative Services Act of 1949 with general super- 
vision and direction over the disposal of surplus property. As such, 
he should be kept au courant with significant developments in his 
assigned field. 

A clarifying amendment included in the bill is the insertion in sec- 
tion 207 of the sentence specifically requiring the executive agency 
which has requested advice of the Attorney General to await “such 
advice before making an award or taking other disposal action. We 
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believe that such requirement is inherent in the spirit of section 207, 
but that it would be advisable for it to be spelled out in express 
language. 

A further point concerns the clause, in the first sentence of sec- 
tion 207, reading ‘‘which cost the Government $1,000,000 or more.” 
We believe, and the bill so provides, that there should be a limitation 
here to the original acquisition cost or the acquisition cost plus capital 
expenditures. It often happens that property which originally cost 
the Government less than $1 million is used by it for a number of 
years before the property is determined to be surplus, during which 
period maintenance expenses are incurred in connection with the prop- 
erty which will eventually bring the Government’s total outlay on the 
property to over $1 million. More than that, even after the property 
has been determined to be surplus, in some instances it is held in 
surplus status for a considerable time before it can be disposed of, and 
while in such status, further maintenance expenses and charges must 
be met. It is not felt that the addition of such expenses should make 
reference to the Attorney General necessary under the basic intention 
reflected by section 207. 

As indicated above, section 207 now requires the referral to the 
Attorney General of proposed disposals ‘‘of a plant or plants, or other 
property, which cost the Government $1,000,000 or more.’”’ Under 
the enclosed bill the $1,000,000 figure would be increased to $3 million. 
We feel that this amendment would be conducive to betterment of 
administration without in any way prejudicing the basic intent of 
section 207; namely, to prevent the creation or maintenance of situa- 
tions inconsistent with the antitrust laws. The $1 million figure, it 
will be remembered, came into the Federal Property and Administra- 
tive Services Act of 1949 from a similar provision in the repealed 
Surplus Property Act of 1944 (sec. 20, 58 Stat. 775). The passage of 
13 years has made that $1 million figure unrealistic in 1957. The 
doubling of costs of goods and services during that 13-year period 
accentuates this point. ‘The national cost index for machinery and 
equipment as of 1944 was 102.4, and that index in January of 1957 
was 218.3. To give another illustration, especially with reference to 
the surplus industrial plants held in GSA inventory, the national con- 
struction cost index increased from 134.5 in 1944 to 291.3 in January 
1957. 

Another factor emphasizing the unreality (in 1957) of the $1 million 
figure inserted in section 207 from the Surplus Property Act of 1944 
is that depreciation charges have not been applied to surplus property 
in GSA inventory. The significance of this fact in relation to the 
$1 million figure in section 207 is readily seen in the case of GSA’s 
surplus plants. Had depreciation been charged on them, then, taking 
January 1, 1943, as the average plant completion date and with 
depreciation having been charged on buildings, machinery, and equip- 
ment to January 1, 1957, the following would result: 

Percent 
Suildings, 14 years’ depreciation, at 414 percent per year 63 
Machinery and equipment, 14 years’ depreciation, at 644 per cent per year 87 
Overall depreciation (buildings, machinery, and equipment)- 79 
Remaining book value 2] 
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Thus it can be seen that a plant having an acquisition cost in 1944 of 
$2,834,000 would have a book value in 1957, had depreciation been 
taken, of only $595,140. 

And it should be borne in mind that the recovery by the Govern- 
ment on sales of surplus plants does not exceed 30 percent of acquisi- 
tion cost. The average annual recovery on sales of surplus personal 
property (other than scrap) is always below 10 percent of acquisition 
cost. 

In view of all the foregoing factors, we submit that the public 
interest is in no way served by continuing to require the close scrutiny 
of disposals of surplus costing the Government less than $3 million, 
which necessarily involves delay in disposals and the expense of the 
services of highly specialized attorneys and administrative personnel, 
and which has little if any relation to monopoly or the competitive 
standing of companies in their respective fields of activity. 

Finally, we come to another amendment to section 207 which is of 
great importance to GSA and certain other executive agencies active 
in the field of surplus personal property disposal. That is the proviso 
shown in the draft bill which would exempt from the provisions of 
section 207 the disposal of surplus personal property which is deter- 
mined to be scrap or salvage. The terms “‘scrap” and “salvage” are 
defined in a final sentence which the bill would add to section 207. 
[In the period of approximately 4% years from February 1952 through 
October 8, 1956, 85 percent of all the referrals to the Attorne Vy General 
of proposed disposals of surplus personal property were for property 
in scrap or salvage condition. 

Our experience in the administration of section 207 has convinced 
us that the likelihood of inconsistency with the antitrust laws in dis- 
posals of scrap and the not unrelated item of salvage is so minuscule 
as to make of most dubious public interest the administrative work, 
expenditure of public funds, and delays (sometimes leading to loss of 
favorable price to the Government) which are caused by the necessity 
of referral to the Attorney General in this class of cases. Scrap and 
property for salvage by their very nature offer lit:le or no enticement 
to the monopolist. 

The market for scrap is of a fluctuating nature, and fast disposal 
action is essential to assure the best price to be paid to the Governnent. 
The time necessarily involved (running up to 60 days) in the sub- 
mission of the proposed disposal to the Department of Justice, and its 
careful consideration in that Department, can cause an actual loss 
of money to the Government. With a substantial outlay of cash 
frequently to be made by the prospective buyer, he must, under good 
business practice, have reasonable assurance of a ready resale, in a 
volatile market, prior to making his investment in the surplus. Scrap 
dealers who regularly bid at Government sales of surplus scrap 
assert that the known delays incident to antitrust clearances cause 
them to bid materially lower than they would if selling activities could 
make awards promptly after evaluation of bids. Thus delay in making 
awards, inevitable under the present requirement of section 207, 
precludes the Government from recovering the maximum value of the 
property. 

Review was recently made of the copies of agencies’ referrals to the 
Department of Justice on file in this Administration. It leads us to 
the general conclusion that the offerings of metallic scrap material 
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of any one kind at any one time at any one place by a military or 
civilian Government selling activity over the past several years have 
not represented a tonnage volume which would amount to more than 
a minute percentage of the total metallic scrap of that kind generated 
in the United States each year. 

In summary, then, we submit that there is nothing to be gained for 
the Government, nor is it in furtherance of general public policy, to 
continue to enforce a procedure which is costly to the taxpayer by 
reason of administrative expense and loss of advantageous prices, 
when the liklihood of monopolistic transgression is at the most very 
remote. 

While GSA is convinced that enactment of the proposed legislation 
will reduce delays in disposals of surplus property and will result in 
increased returns to the Government with savings in administrative 
costs, we cannot at this time offer any firm estimate as to the amount of 
such increase or of such savings. 

GSA recommends enactment of the enclosed bill, and suggests that 
you lay the measure before the appropriate committee of the House. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this legislative proposal to the Congress. 

Sincerely yours, 
FRANKLIN G. FLOETE, 
Administrator. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 20, 1957. 
B-132899. 
Hon. Wiiut1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuHatrMan: Your letter of August 9, 1957, requests our 
views on H. R. 9169. The stated purpose of the bill is to amend 
section 207 of the Federal Property and Administrative Services Act 
of 1949, so as to modify and improve the procedure for submission to 
the Attorne »y General of certain proposed surplus property disposals 
for advice as to whether such proposals would be inconsistent with 
the antitrust laws. 

While we have no information here concerning the bill we note that 
in the Congressional Record of August 10, 1957, page 13026, there 
is published a letter from the Administrator, General Services Ad- 
ministration, in explanation of a similar bill (S. 2752). We have 
studied the contents of that letter and can see no objection to the 
purpose sought to be accomplished by the proposed legislation. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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DEPARTMENT OF JUSTICE, 


September 30, 1957. 
Hon. Wiiuram L. Dawson, 


Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 9169) 
to amend section 207 of the Federal Property and Administrative 
Services Act of 1949 so as to modify and improve the procedure for 
submission to the Attorney General of certain proposed surplus 
property disposals for his advice as to whether such disposals would 
be inconsistent with the antitrust laws. 

The purpose of the proposed legislation is to (a) clarify certain 
phraseology of the present law; (6) provide for a more sound pro- 
cedure; (c) eliminate sales of scrap and salvage from the provisions 
of section 207; and (d) increase from $1 million to $3 million the 
acquisition cost to the Government of property subject to the provi- 
sions of section 207. 

The first suggested amendment changes the first clause of the first 
sentence in section 207 from ‘Whenever any executive agency shall 
begin negotiations for the disposition’’ to “Before any executive 
agency shall consummate a disposal.” From a practical standpoint, 
all arrangements for a proposed sale should be completed before it is 
submitted to the Attorney General for his advice. This should in- 
clude the purchase price, terms, etc., and the name of the prospective 
purchaser. Until*this has been done, the Attorney General would 
not have before him all the facts needed to start consideration of the 
proposed sale. This amendment is believed desirable. 

The next suggested change is also in the first sentence. The 
wording ‘“‘which cost the Government $1,000,000 or more”’ is changed 
to “where either the original acquisition cost to the Government or 
the original acquisition cost to the Government plus any capital ex- 
pe .nditures thereto amounted to $3,000,000 or more.” It is believed 
that capital expenditures for major improvements or additions to a 
plant made by the Government since the original purchase should be 
added to the original cost of the property to the Government. The 
intent of Congress, it is believed, would not be fully carried out if a 
plant which had an original cost to the Government of say $2,500,000 
and to which later an improvement was added which cost the Govern- 
ment an additional $1 million would not be considered as covered 
by section 207. 

Increasing the amount from $1 million to $3 million is viewed as 
justified. The $1 million figure was first incorporated in the Surplus 
Property Act of 1944 and when that act was repealed it was incorpo- 
rated in the Federal Property and Administrative Services Act of 
1949. Since 1944 the purchasing power of the dollar has very materi- 
ally decreased. The following language appears in the letter from 
General Services Administration to the Speaker of the House trans- 
mitting proposed legislation substantially similar to this bill: 
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“The national cost index for machinery and equipment as of 1944 
was 102.4, and that index in January of 1957 was 218.3. To give 
another illustration, especially with reference to the surplus industrial 
plants held in GSA inventory, the national construction cost index 
increased from 134.5 in 1944 to 291.3 in January 1957.” 

Furthermore, the original acquisition cost to the Government does 
not take into consideration depreciation, and depreciation on the prop- 
erty which will be disposed of under section 207 might be a consider- 
able sum, the exact amount depending upon how long the property 
has been owned by the Government and the rate of depreciation used. 

Another amendment provides that when the executive agency sub- 
mitting the notification of a proposed sale to the Attorney General is 
other than General Services Administration, the agency shall send a 
copy of such notification to the Administrator of General Services 
Administration. This would appear to be sound administrative 
procedure. 

“Another amendment is the insertion of the following sentence: 

“The interested executive agency shall await such advice before 
making an award or taking other disposal action.’ 

This would appear to bea clarifying and sensible procedure. 

A further amendment is included in the following proviso: 

‘Provided, however, That the disposal by an executive agency of 
personal property, irrespective of its cost, which is determine ‘d by the 
executive agency to be scrap or salvage, shall not be subject to the 
provisions of this section.” 

It is believed that the elimination of scrap and salvage sales from 
the provisions of section 207 is fully justified. The returns to the 
Government from the sales of scrap and salvage, based on the infor- 
mation submitted to us by General Services Administration, is but a 
small percentage of the original acquisition cost to the Government 
of the property sold as scrap. In many instances, the original acqui- 
sition cost to the Government of many items included a much greater 
charge for labor than for material. Such items which are sold for 
their scrap value only include dies, jigs, fixtures, airplane engines, 
dismantled tanks, and other similar items. 

Figures supplied by Ge neral Services Administration disclose that 
between February of 1952 and October of 1956, 85 percent of the sales 
of personal property referred to the Attorney General for advice under 
section 207 consisted of sales of scrap and salvage. Should this ratio 
prevail in the future, 85 percent of the sales of personal property under 
section 207 will be eliminated and that would result in substantial 
savings in labor and administrative costs. 

There will be other benefits to the Government as well. The price 
of scrap fluctuates rapidly and in many instances has sharply dropped 
in price between the time the sale is arranged for by an executive 
agency and the time the sale is finally cleared by the Attorney Gen- 
eral. Many bidders have taken this delay into consideration in sub- 
mitting their bids with the result that the Government has received 
a lower return than would have been the case if the scrap could have 
been promptly delivered. Such delays have been the result of the 
time which elapses between the day that an executive agency, at 
some point in the United States where the sale is held, receives the 
highest bid from the prospective purchaser, and the day the referral 
of such sale finally reaches the Attorney General after being forwarded 
through channels. 
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The last sentence in the bill is a definition of scrap and salvage 
which will aid the disposal agency in determining what is scrap or 
salvage. 

The provisions of this bill are substantially the same as those of 
the proposal submitted to the Speaker of the House by the General 
Services Administration. That proposal was the subject of corre- 
spondence and conferences between representatives of this Depart- 
ment and the General Services Administration. It is the view of this 
Department that enactment of the bill would result in considerable 
saving in the administrative costs by substantially lessening the num- 
ber of surplus property sales which would, in the future, be subject to 
section 207. The Department of Justice favors enactment of the 
bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Wituiam P. Roaers, 
Deputy Attorney General. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D. C., August 20, 1957. 
Hon. Witiiam L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuatrMan: This is in response to your letter of 
August 9, 1957, requesting a report on H. R. 9169, a ‘bill to amend 
section 207 of the Federal Property and Administrative Services Act 
of 1949 so as to modify and improve the procedure for submission to 
the Attorney General of certain proposed surplus property disposals 
for his advice as to whether such disposals would be inconsistent with 
the antitrust laws. 

H. R. 9169 was drafted in the General Services Administration 
and was referred to the Bureau of the Budget in draft form before 
being submitted to the President of the Senate and the Speaker of 
the House of Representatives. 

We join the General Services Administration in recommending 
enactment of the bill. 

Sincerely yours, 
(Signed) Prrctvat F. BrunpaGce, 
Director. 
COMMITTEE ACTION 


The committee after presentation of the merits of the bill by the 
Administrator and other officials of the GSA before the General ~ ov- 
ernment Activities Subcommittee, and after review of agency com- 
ments and testimony, determined that the bill should be amended as 
explained above. With these amendments the committee approved 
the bill and recommends its enactment. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIIT of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics): 


SecTION 207 oF THE FEDERAL PROPERTY AND ADMINISTRATIVE 
Services Act or 1949 


(APPLICABILITY OF ANTITRUST LAWS 


[Sxc. 207. Whenever any executive agency shall begin negotiations 
for the disposition to private interests of a plant or plants, or other 
property, which cost the Government $1,000,000 or more, or of pat- 
ents, processes, techniques, or inventions, irrespective of cost, the 
executive agency shall promptly notify the Attorney General of the 
proposed disposal and the probable terms or conditions thereof. 
Within a reasonable time, in no event to exceed sixty days after re- 
ceiving such notification, the Attorney General shall advise the Ad- 
ministrator and the interested executive agency whether, insofar as 
he can determine, the proposed disposition would tend to create or 
maintain a situation inconsistent with the antitrust laws. Upon the 
request of the Attorney General, the Administrator or interested 
executive agency shall furnish or cause to be furnished such informa- 
tion as it may possess which the Attorney General determines to be 
appropriate or necessary to enable him to give the advice called for 
by this section or to determine whether any other disposition or pro- 
posed disposition of surplus property violates the antitrust laws. 
Nothing in this Act shall impair, amend, or modify the antitrust laws 
or limit and prevent their application to persons who buy or otherwise 
acquire property under the provisions of this Act. As used in this 
section the term ‘‘antitrust laws’’ includes the Act of July 2, 1890 
(ch. 647, 26 Stat. 209), as amended; the Act of October 15, 1914 
(ch. 323, 38 Stat. 730), as amended; the Federal Trade Commission 
Act (38 Stat. 717), as amended; and sections 73 and 74 of the Act of 
August 27, 1894 (28 Stat. 570), as amended.] 


APPLICABILITY OF ANTITRUST LAWS 


Sec. 207. (a) Except as provided by subsection (c), no executive agency 
shall dispose of any plant, plants, or other property to any private interest 
until such agency has received the advice of the Attorney General on the 
question whether such disposal would tend to create or maintain a situa- 
tion inconsistent uith the antitrust laws. Whenever any such disposal 
is contemplated by any executive agency, such agency shall transmit 
promptly to the Attorney General notice of such proposed disposal and 
the probable terms or conditions thereof. If such notice is given by any 
executive agency other than the General Services Administration, a copy 
of such notice shall be transmitted simultaneously to the Administrator. 
Within a reasonable time, in no event to exceed sixty days, after receipt 
of such notification, the Attorney General shall advise the Administrator 
and any other interested executive agency whether, so far as he can de- 
termine, the proposed disposition would tend to create or maintain a 
situation inconsistent with the antitrust laws. 





PROPOSED SURPLUS PROPERTY DISPOSALS 15 


(b) Upon request made by the Attorney General, the Administrator or 
any other executive agency shall furnish or cause to be furnished to the 
Attorney General such information as the Administrator or such other 
executive agency may possess which the Attorney General determines to 
be appropriate or necessary to enable him to give the advice required by 
this section, or to determine whether any other disposition or proposed 
disposition of surplus property violates or would violate any of the 
antitrust laws. 

(c) This section shall not apply to the disposal of— 

(1) any property (other than a patent, process, technique, or 
invention) if the aggregate amount of the original acquisition cost 
of such property to the Government and all capital expenditures 
made by the Government with respect thereto is less than $3,000,000; 
or 

(2) any personal property, without regard to cost, which is deter- 
mined by the executive agency concerned to have value only as scrap 
or salvage. 

(d) Nothing contained in this Act shall impair, amend, or modify any 
of the antitrust laws or limit or prevent the application of any such law to 
any person who acquires in any manner any property under the provisions 
of this Act. 

(e) As used in this section— 

(1) the term “antitrust laws’’ includes the Act of July 2, 1890 
(ch. 647, 26 Stat. 209), as amended; the Act of October 15, 1914 
(ch. 323, 38 Stat. 730), as amended; the Federal Trade Commission 
Act (38 Stat. 717), as amended; and sections 73 and 74 of the Act of 
August 27, 1894 (28 Stat. 570), as amended; 

(2) the term ‘“‘scrap’’ means any material that has no value except 
for its basic material content; and 

(3) the term “‘salvage’’ means any personal property that has 
some value in excess of its basic material content, but which is in 
such condition that there is no reasonable prospect of its use by the 
Government for any purpose as a unit and its repair or rehabilitation 
for use by the Government as a unit is clearly impracticable. 


O 
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PROVIDING FOR THE ADDITION OF CERTAIN EXCESS FEDERAL 
PROPERTY IN THE VILLAGE OF HATTERAS, N. C., TO THE CAPE 
HATTERAS NATIONAL SEASHORE RECREATIONAL AREA 


JUNE 18, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government Oper- 
ations, submitted the following 


REPORT 


[To accompany H. R. 10853] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 10853) to provide for the addition of certain excess 
Federal property in the village of Hatteras, N. C., to the Cape Hat- 
teras national seashore recreational area, and for other purposes, 
having considered the same, report favorably thereon and recommend 
that the bill do pass. 


PURPOSE 


The purpose of the bill is to direct the Administrator of General 
Services to convey, without exchange of funds, certain excess Federal- 
owned property located in the village of Hatteras, N. C., to the 
Secretary of the Interior, to be administered as part of the Cape 
Hatteras national seashore recreational area. 


BACKGROUND 


The property referred to in the bill includes two parcels. The first 
arcel, bearing GSA control No. T-NCO442, consists of 0.43 acre of 
and improved with a dwelling and 2 small storage buildings. The 

second parcel, located near the first and bearing GSA control No. 
C—-NC-—444, comprises 1.5 acres of land, together with dwelling. 

In 1901, the Department of Commerce acquired the aforesaid first 
parcel at a cost of $205. It was improved for Weather Bureau use 
at a cost of $5,000. In July 1952, the Department of Commerce 
reported the facility to GSA as excess real property. It was trans- 
ferred subsequently to the Treasury Department for use by the Coast 
Guard pursuant to section 202 (a) of the Federal Property and Admin- 
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istrative Services Act of 1949. On June 22, 1957, the Treasury 
Department reported the facility to GSA as excess property, stating 
that it had a current appraised fair market value of $10,000. 

In 1942, the Department of the Navy acquired the aforesaid second 
parcel by donation from the Hatteras Girls Club, Inc. It was re- 
ported to GSA as excess property by the Department of Commerce 
on December 28, 1956. 

Both the properties referred to in the bill were assigned to the Secre- 
tary of the Interior for the National Park Service for temporary 
utilization as a ranger station and center for the dissemination of 
National Park Service information and for storage purposes, effective 
January 1, 1958, and are now being used for that purpose. 

The second parcel is the same property described in H. R. 9257, 85th 
Congress, a bill to provide for the conveyance of certain lands of the 
United States to the Hatteras Girls Club, Inc., of Hatteras, N. C. 


NEED FOR LEGISLATION 


The properties referred to in the bill are located within the village 
of Hatteras, N. C., and cannot be transferred to the Department of 
the Interior for program purposes pursuant to the Federal Property 
and Administrative Services Act of 1949, as amended, because the 
act of August 17, 1937 (16 U.S. C. 459), under which these properties 
were transferred to Federal ownership, specifically prohibits the 
inclusion within the Cape Hatteras national seashore recreational 
area of any lands within the village of Hatteras. Enactment of this 
bill will provide the requisite enabling legislation. 

The Department of the Interior states that this legislation is needed 
because the subject properties will satisfy an urgent need that has 
developed to provide facilities in the village of Hatteras for ranger 
quarters and office space and for a visitor contact point. A substan- 
tial increase in the number of visitors to this particular section of the 
recreational area has taken place and the area superintendent’s 
office is a considerable distance away. This has created an adminis- 
trative problem which the Department of the Interior believes will 
be solved by enactment of this legislation. 

The author of this bill, Mr. Bonner, stated that the Hatteras Girls 
Club, Inc., desires to use again the property it donated to the Coast 
Guard for war purposes, giving a deed in fee simple. This bill would 
permit the national seashore recreational area to take over the 
property and in turn lease back to the Girls Club, Inc., that portion 
of the property which it originally donated to the Coast Guard. The 
Department of the Interior states that there is a local desire for 
utilizing a portion of these properties for community recreation and 
that it would be agreeable to such use, under a permit arrangement, 
of any portion of the transferred facilities that are not required for 
the stated purposes. 

FISCAL DATA 


Should this bill be enacted into law, no increased expenditures of 
Federal funds will result. 
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ye AGENCY COMMENTS 


Comments on the bill were received from the General Accounting 
Office, Department of the Interior, Bureau of the Budget, and the 
General Services Administration. None of these agencies objected 
to enactment of the bill. These letter comments are reproduced at 
the end of the report. 

COMMITTEE ACTION 


The committee, upon presentation of the merits of the proposal by 
the author, Mr. Bonner, before the General Government Activities 
Subcommittee and after review of the agency comments, approved 
the bill and recommend its enactment. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 20, 1958. 
Hon. Witiram L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. Dawson: Your committee has requested a report on 
H. R. 10853, a bill to provide for the addition of certain excess Federal 
property in the village of Hatteras, N. C., to the Cape Hatteras 
national seashore recreational area, and for other purposes. 

We recommend that H. R. 10853 be enacted. 

The effect of this proposal would be to transfer certain excess 
Federal properties to the administration of this Department for use 
in connection with the Cape Hatteras national seashore recreational 
area. These properties are situated in the village of Hatteras, N. C., 
and contain a total of less than2 acres. One of the two properties that 
would be transferred to this Department is identified as the Old 
Weather Bureau Station. The other property is the former Weather 
Bureau Observatory. As an interim measure, these properties have 
been temporarily assigned to this Department by the General Services 
Administration. 

In connection with our administration of the Cape Hatteras 
national seashore recreational area, these properties will satisfy an 
urgent need that has developed to provide facilities in the village 
of Hatteras for ranger quarters and office space as well as for a visitor 
contact point. There has been a substantial increase in the number 
of visitors to this particular section of the recreational area, however, 
the superintendent’s headquarters is a considerable distance away. 
This has created an administrative problem that we believe will be 
resolved by the enactment of this proposal. 

Our use of these properties for the stated purposes may not include, 
at least for the time being, all of the structures in the areas that 
would be transferred. In this connection we are informed concerning 
local interest in the use of a portion of these properties for community 
recreation. We would be agreeable to such use, under a permit 
arrangement, of any portion of the transferred facilities that are not 
required for the stated purposes. 
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The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 
Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., May 12, 1958. 
Hon. Wiiu1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: Your letter of February 21, 1958, requested 
the views of the General Services Administration on H. R. 10853, 
85th Congress, a bill to provide for the addition of certain excess 
Federal property in the village of Hatteras, N. C., to the Cape Hat- 
teras national seashore recreational area, and for other purposes. 

The purpose of the bill is to transfer, without reimbursement, 
certain excess Government-owned real property in the village of 
Hatteras, Dare County, N. C., to the Secretary of Interior to be 
administered as part of the Cape Hatteras national seashore recrea- 
tional area. 

The property referred to in the bill bearing GSA control No. 
T-—NC-—442, comprising 0.43 acres of land improved with a dwelling 
and 2 small storage buildings, was acquired by the Department of 
Commerce in 1901 at a cost of $205. It was improved for Weather 
Bureau use at a cost-of $5,000. In July 1952, the Department of 
Commerce reported the facility to GSA as excess real property. It 
was subsequently transferred to the Treasury Department for use by 
the Coast Guard pursuant to section 202 (a) of the Federal Property 
and Administrative Services Act of 1949. On June 22, 1957, the 
Treasury Department reported the facility to GSA as excess property, 
stating that it had a current appraised fair market value of $10,200. 

In November 1942, the Department of the Navy acquired the prop- 
erty bearing GSA control No. C-NC-444, comprising 1.5 acres of 
land, together with a dwelling thereon, by donation from the Hatteras 
Girls Club, Inc. It was reported to GSA as excess property by the 
Department of Commerce on December 28, 1956. This is the same 
property described in H. R. 9257, 85th Congress, a bill to provide for 
the conveyance of certain lands of the United States to the Hatteras 
Girls Club, Inc., of Hatteras, N. C., which was discussed in our letter 
to you dated October 17, 1957. 

The properties referred to in the bill were assigned to the Secretary of 
the Interior for the National Park Service for temporary utilization as 
a ranger station and center for the dissemination of National Park 
Service information and for storage purposes, effective January 1, 1958. 
These properties are located within the village of Hatteras and cannot 
be transferred to the Department of the Interior for program purposes 
pursuant to the Federal Property and Administrative Services Act of 
1949 because the act of August 17, 1937 (16 U.S. C. 459) specifically 
prohibits the inclusion within the Cape Hatteras national seashore 
recreational area of any lands within the village of Hatteras. Enact- 
ment of H. R. 10853 will provide the requisite enabling legislation. We 
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believe the transfer of these properties is in accord with the property 
management objectives of the 1949 act. Therefore, GSA is not 
opposed to the enactment of H. R. 10853. 

The enactment of this measure will not affect the budgetary require- 
ments of GSA. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 


ADDITION OF PROPERTY IN HATTERAS, N. C. 





FRANKLIN G. FLoeEte, 
Administrator. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., May 8, 1958. 
Hon. Wiiu1aAmM L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for 
the views of this Bureau on H. R. 10853, a bill to provide for the 
addition of certain excess Federal property in the village of Hatteras, 
N. C., to the Cape Hatteras national seashore recreational area, and 
for other purposes. 

The Federal properties affected by this bill are located within the 
village of Hatteras, N. C. Since the law establishing the Cape Hat- 
teras national seashore recreational area specifically excludes there- 
from any lands within established villages, the General Services 
Administration finds that the properties cannot be transferred to the 
Department of the Interior under the Federal Property and Adminis- 
trative Services Act of 1949. At present the properties are being used 
by the Department of the Interior in connection with the adminis- 
tration of the recreational area under a temporary permit from the 
General Services Administration. 

The Bureau of the Budget would have no objection to enactment 
of H. R. 10853. 

Sincerely yours, 
Puiturp S. Hueues, 
Acting Assistant Director for Legislative Reference. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 6, 1958. 
Hon. Witt1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuarrMan: Further reference is made to your letter of 
February 21, 1958, requesting our comments on H. R. 10853. 

The bill would authorize the transfer to the Department of the 
Interior administrative jurisdiction over certain tracts of excess 
Federal-owned lands situated in the village of Hatteras, Dare County, 
N.C. The lands would become a part of the Cape Hatteras national 
seashore recreational area authorized by the act of August 17, 1937, 
as amended (50 Stat. 669; 16 U. S. C. 459-459a (4). 
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We have no direct knowledge as to the necessity or desirability of 
the proposed legislation. In view thereof and since it does not affect 
the functions of our office we have no recommendations to make as 
to the merits of the bill. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


O 
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of the Union and ordered to be printed 


Mr. Harris, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H. R. 12832] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 12832) to amend the Interstate Commerce 
Act so as to strengthen and improve the national transportation 
system, and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill do 
pass. 

The amendments are as follows 

Page 8, strike out lines 4, 5, and 6, and in line 7 strike out “‘any of 

z ’ « 
them,”’ 

Page 8, line 12, strike out the comma after “train” and insert “‘or’”’ 
and strike out the comma after “ferry” 

Page 8, line 13, strike out “station, depot or other facility” 

? ’ » 
Page 8, line 14, strike out ‘‘directly affected” and insert in lieu thereof 
> . 
t~ y 9 
served’’, 
Page 9, line 6, strike out the comma after the word “train” and insert 
SD 
or’; and strike out the comma after “ferry” and strike out “‘s n, 
re 1 stril t th fter “ferry” and strike out “statio 
depot, or other facility” 

Page 9, line 14, strike out the comma after “‘train’”’ and insert “ 
and strike out the comma after “ferry” and strike out “station, depot, 
or other facility” 

Page 9, line 20, strike out the comma after “train” and insert “or” 
and strike out the comma after “ferry” and strike out “station, depot, 
or other facility” 

Page 12, line 2, strike out ‘or’ and after the word “vegetables” 
insert a comma and the following: |‘‘coffee, tea, cocoa or hemp, and 
wool imported from any foreign country or wool, cleaned or scoured, 
wool tops and noils, or wool waste, carded but not spun, woven or 
knitted”’ 


“ce 











2 TRANSPORTATION ACT OF 1958 
PURPOSE OF THE BILL 


The purpose of this bill is to amend the Interstate Commerce Act in 
order to strengthen and improve our Nation’s common carrier surface 
transportation system so that it may better fulfill its role in meeting 
the transportation needs of the Nation’s expanding economy and the 
requirements of national defense. 

This purpose is accomplished through five amendments: 

1. Section 2 (adding a new part V to the act) provides a method of 
temporary financial assistance to encourage railroads to reinstitute 
their presently suspended capital improvement and maintenance 
programs, and thus stimulate reemployment of labor, and the purchase 
of materials, equipment, and supplies. The Interstate Commerce 
Commission is authorized, to March 31, 1961, to guarantee, in whole 
or in part, loans maturing within 15 years made to carriers by public 
or private financial institutions where the proceeds are to be used for 
capital expenditures, including additions and betterments, or for 
maintenance of road and equipment. Where the proceeds are for 
purposes of maintenance, the guaranty may not exceed 50 percent of 
the amount charged for maintenance in the preceding year, and it 
is unlawful for dividends to be declared during the period of the 
guaranty. 

2. Sections 3 and 4 (amending sec. 1 and adding a new sec. 13a to 
the act) permit railroads, at their option, to have the Interstate 
Commerce Commission, rather than State commissions, pass upon 
discontinuance or change in the operation of any train or ferry, where 
such are operated on a line of railroad not located wholly within a 
single State. 

3. Section 5 (amending sec. 15a of the act) adds a new paragraph 
to guide the Commission in competitive rate cases. 

4. Section 6 (amending sec. 203 (b) (6) of the act) freezes the 
so-called agricultural exemption from motor-carrier regulation by the 
Commission to the present list of exemptions, except for a roll-back 
on frozen fruits, frozen berries, frozen vegetables, coffee, tea, cocoa, 
hemp, wool imports, and certain categories of domestic wool (i. e., these 
articles would no Jonger be exempt). 

5. Section 7 (amending sec. 203 (c) of the act) makes it clear 
that “private carriage’ involving pseudo “buy-and-sell’” techniques 
is subject to regulation. There is no change affecting any private 
carrier transportation where such transportation is incidental to 
or in furtherance of a primary business enterprise (other than trans- 
portation). 

BACKGROUND 


The instant bill is the culmination of some years’ consideration by 
the committee of problems in the surface transportation field and of 
various legislative proposals advanced for meeting them. The com- 
mittee’s Subcommittee on Transportation and Communications since 
the Ist session of the 84th Congress has continually conducted hearings 
on the overall situation, on proposals affecting general transport 
policy, or on proposals for changing specific statutory language to 
meet special circumstances. 

In the fall of 1955 the subcommittee reconvened after the adjourn- 
ment of the first session to have presented to it an explanation from the 
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members of the Presidential*Advisory,;Committee on Transport Policy 
and Organization of its report to the President of April 18, 1955. 
From April through June 1956, the subcommittee conducted hearings 
on H. R. 6141, a bill submitted by the Department of Commerce to 
carry out the Advisory Committee recommendations, and on other 
related bills before the committee. In the spring of 1957, the sub- 
committee had further hearings on 15 bills to carry out certain legis- 
lative recommendations of the. Interstate Commerce Commission (9 of 
which already have been reported and become Public Law), and upon 
10 other bills in the surface transportation field. In April and May of 
this year, the subcommittee again has been in practically continuous 
session on proposals to strengthen common carrier surface trans- 
portation, some of them restatements of those considered earlier, and 
some new legislation arising from the drastic effects of the recession 
upon such carriers. 

Over the years, the Nation’s demand for transportation service has 
steadily grown until it is now estimated that the intercity freight 
traffic of the United States is some 1% trillion ton-miles. At 650 
billion ton-miles annually, the railroads are doing more than one and 
a half times what they did even in their best years of the 1920’s, and 
twice what they did in the years preceding World War II. Motor 
vehicle ton-miles at 240 billion are 4 times prewar, inland waterways 
at 220 billion are double prewar, and oil pipeline ton-miles at 230 
billion are 4 times prewar. The totals, large as they are, take no ac- 
count of coastwise shipping including heavy oil traffic, or of equivalent 
energy movement by our vast network of natural gas pipelines or 
electric transmission lines. 


Distribution of intercity freight traffic in the United States ! 


[Millions of ton-miles] 


7 j 
| 

















| | 
Year | Railroads 2 Motor- | Great | Rivers and | Oil pipe- | Air carriers Total 
trucks? | Lakes‘ canals lines 
1939 338, 850 52, 821 76, 312 19, 937 55, 602 12 543, 534 
1940 379, 201 62, 043 | 95, 645 22, 412 | 59, 277 | 14 618, 592 
1941 481, 756 | 81, 363 113, 639 | 26, 815 | 68, 428 | 19 772, 020 
1942 645, 422 | 59, 896 122, 167 26, 398 | 75, O87 | 34 929, 004 
1943 sai 734, 829 | 56, 784 115, 346 26, 306 | 97, 867 | 53 1, 031, 185 
1944 746, 912 | 58, 264 118, 769 31, 386 | 132, 864 | 71 1, 088, 266 
1945 690, 809 | 66, 948 | 113, 028 29, 709 126, 530 91 1, 027,115 
1946 | 602, 069 81, 992 | 96, 022 | 27, 951 95, 727 | 93 903, 854 
1947 Semel 664, 523 102, 095 | 112, 165 | 34, 549 105, 161 158 1, 018, 651 
1948 | 647, 267 116, 045 | 118, 707 | 5 43, 139 | 119, 597 223 1, 044, 978 
1949 = | 534, 604 126, 636 | 97, 503 | 41, 893 114, 916 | 235 915, 877 
1950 5 ( 172, 860 | 111, 687 | 51, 657 129, 175 | 318 1, 062, 637 
1951 6 188, 012 | 119, 984 | 5 62, 232 152, 115 379 1, 178, 075 
1952 6: 194, 607 104, 530 | 63, 837 | 157, 502 415 1, 144, 264 
1953 | 6 217, 163 | 27,383 | 575,056 | 169, 884 | 413 1, 204, 098 
1954 5i 214, 626 | 91,175 | 5 82, 504 | 179, 203 | 397 1, 124, 462 
1955 , 385 226, 188 118, 845 | 97, 663 | 203, 244 | 481 1, 277, 806 
1956 6 655, 891 | 253, 751 | 110, 665 | 109, 308 | 229, 959 | 563 | 1,360, 137 
1957 7 627, 000 260, 000 | 112, 900 | 109, 000 233, 200 | 600 | 1,342,700 
| | j | 








1 Includes intercity freight traffic of private as well as contract and common carriers, except coastwise and 
intercoastal traffic 

2'Ton-miles of freight, express, and mail of class I, IT, and III line-haul railways and electric railways. 

3 Highway ton-miles include movements between cities and between rural areas and urban areas; rural- 
to-rural movements, city deliveries and city movements to or from contiguous suburbs are omitted. 

4 Includes Canadian and overseas traffic on the Great Lakes. 

5 New coverage accounted for increases over the preceding year of 2.6 billion ton-miles in 1948, 4.3 billion 
in 1951, 6.4 billion in 1953, and 6.7 billion in 1954, Thus, the table indicates a greater increase in traffic on 
rivers and canals in recent years than has actually occurred. 

6 Prelim inary. 

7 Estimate. 


Source: Interstate Commerce Commission; Corps of Engineers, U. 8. Army, May 1958. 
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Although it is thus evident that all forms of transportation in 
absolute terms have shared in the greater demands for transportation, 
it is clear that the various modes have not participated equally in 
relative terms in their competition for this increased total volume. 
The following table portrays the drop during the past 20 years in the 
percentage of total traffic carried by the re culated railroads. 


Distribution of intercity freight traffic in the United States 


[Percentage distribution] 

















| | | 
Year Railroads ! Motor- Great Rivers and| Oil pipe- | Air carriers Total 
| trucks? | Lakes$ | canals lines 

necesita Sie era hereiie a 

355 62.4 | 9.7 14.0 | 3.7 WOE iacsoin cil 100.0 
1940 ___- 61.3 | 10.0 15.5 | 3.6 Oi Barscxaerae) 100.0 
ee. ---| 62.4 | 10. 5 14.7 | 3.5 Sf ae 100.0 
eee 69.5 | 6.5 13.1 2 8.1 100.0 
Tso wk ---| 71.3 | 5.5 | 11.2 | 2.5 Oe 1. 2 100.0 
Bs itn wduttsaid oe 68.6 | 5.4 10.9 | 2.9 | 12.2 | es 100.0 
RG ccd 67.3 | 6.5 | 11.0 | 2.9 | Bet eo 100. 0 
See ee en 66.6 | 9.1 | 10. 6 | 3.1 | ee 100. 0 
WU eka geet 65.3 | 10.0 11.0 | 3.4 | 10.3 ‘ 100. 0 
aac nosso 61.9 | 11.1 11.4 | 44.1 11.5 ; 100.0 
eae | 58. 4 13.8 10. 6 4.6 12.6 : wie 100. 0 
Ns oP ae 2 56. 2 16.3 10.5 4.9] 12.1 PETER 100. 0 
Sea | 55.6 | 16.0 10.2 45.3 | Gi ocasoe | 100. 0 
iain ccc 54.5 | 17.0 9.1 | 5.6 ee 100.0 
BI he in Piety -| 51.0 18. 1 10.6 | 46.2 | 3 t.. | 100. 0 
Pee oe etal 49.5 19.1 | 8.1 | 47.4 Oh ins 100.0 
WR ccccnns e 49.4 | 17.7 | 9.3 7.7 | enc enta 100. 0 
S00 *........ j 48.2 18.7 8.2 | 8.0 | 16.9 100. 0 
a 46.7 19 8.4 | 8.1 his Ves exe 100.0 


Dive 7 : ——— | | 


1 Ton-miles of freight, express, and mail of class I, II, and III line-haul railways and electric railways 

2 Highway ton-miles include movements between cities and between rural arcas and urban areas; rur 
to-rurai movements, city deliveries and city move ‘ments to or from contiguous suburbs are omitted, 

3 Includes Canadian and overseas traffic on the Great Lakes. 

4 Deficit. 

§ Preliminary. 

6 Estimate. 


While the percentage = total traffic carried by motor vehicle has 
increased during these years, it is apparent from the following table 
that the portion of such ne aflic carried by the regulated motor carriers 
has been decreasing. 


Comparison of estimated intercity ton-miles of class I, II, and III intercity motor 
carriers of property and total motor vehicle intercity ton-miles, 1939-57 




















| Percent Percent 
Intercity ton-miles | Intercity ton-miles 
ton-miles Revised | of class I, | ton-miles Revised of class I, 
ofclassI, | estimates | II,and III | of class I, estimates | II, and III 
Year II, and III | ofintercity| intercity Year | II, and III | of intercity intercity 
intercity | ton-miles | _ carriers | intercity ton-miles carriers 
carriers | | of total carriers of total 
| (col. 2+col. || | (col. 2+col. 
3100) | 3100) 
| 
®o |} @ | @® | @ | a) @ | @) (4) 
| 
| ee 7 : a ihe 
Billions | Billions | Billions | Billions 
ews 19. 646 52. 821 37.19 1949__.._..] 47.891 | 126. 636 37. 82 
1940___... 20. 683 62. 043 33.34 || 1950______] 65. 648 | 72. 860 | 37. 98 
1941______ 26. 835 81. 363 32. 98 IGE ncnas 72. 292 | 188. 012 38. 45 
1942___._. 28. 083 59. 896 46.89 || 1952...__. 70. 843 | 194. 607 | 36. 40 
_ — 28. 768 56. 784 50. 66 Peete 76. 510 | 217. 163 | 35. 23 
. 27. 253 58. 264 46.78 || 1954...... 72. 301 | 214. 626 | 33. 68 
1945_..... 27. 289 66. 948 40.76 || 1955._____| 82. 906 | 226. 188 36. 65 
1946._.... 30. 448 81. 992 37.14 1066...... | 83.015 | 253. 751 | 32. 32 
TE eciws 37. 693 102. 095 36.92 |} 1957 1____} 85. 000 260. 000 32. 69 
Se icaan 46. 706 116. 045 40. 25 
i 





1 Estimated. 
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The above two tables highlight one of the problems on which there 
has been extensive testimony before the subcommittee, namely, that 
the regulated rail and motor carriers have not been maintaining their 
relative position in the national transportation picture, whether as a 
result of the growth of other forms of transportation, ‘of haulage by 
private carriers, of exemption from regulation of carriage of certain 
commodities, of differences in the rate of growth of the various regions 
of the Nation, or other reasons. 

The impaired position of these surface common carriers further has 
been seriously aggravated during recent months by the effects of the 
current recession in the national economy. This is sharply shown in 
the following table showing comparisons in freight traffic handled by 
class I railroads for the months since last September, with the same 
period a year preceding. 

Freight traffic 


CARS OF REVENUE FREIGHT LOADED 






































1956 1957 Percent de- 
crease 
4 weeks Sept ember. . - : ‘ ; 3, 154, 584 2, 851, 465 9.6 
4 weeks October. -- 3, 283, 944 2, 919, 667 
5 weeks N vembe Waitt Ee ; oat 3, 739, 881 3, 223, 050 3.8 
4 weeks December. ‘ jaa i | 2, 640, 873 2, 221, 239 | 15.9 
ee | 
1957 1958 
iniasttiuaeipkale hbdiciondianatal 
4 weeks January ah 2, 564, 981 2, 164, 213 | 15.6 
4 weeks February. i ae 2, 615, 819 | 2, 108, 341 19.4 
5 weeks March-- a | 3, 446, 330 2, 702, 066 21.6 
4 weeks April r as - 2 695, 775 2, 105, 459 21.9 
5 weeks May uv 3, 558, 395 | 2, 729, 190 23.3 
| 
REVENUE TON-MILES 
1956 1957 Percent 
decrease 
| Millions | Millions 
ON so i on i Sr a 55, 482 | 51, 781 6.7 
CINE ica canciansnicrmennicaaias eda ene eres 59, 293 | 54, 313 8.4 
TOOT en ee se etka ee ok al | 53, 885 | 48, 591 9.8 
SII og ciscccitintadineeaieiaisacinton decade ne Nile ential | 52, 632 | 44, 977 14.5 
| | 
aes anne 
1957 1958 
January “s aoe iis ase cman cc al at al hs | 49, 921 44, 966 9.9 
February - os dnsedaienilea cat tl ta ate ac ele a Ek eee he | 48, 044 | 40, 067 16. 6 
I iin cis cnca'thsenin ds escalate cin celta tions hanna teda ead ahaa 55, 571 | 1 45, 059 | 18.9 
RT ii cn iin chs vt chit ctsnted guaioaag as teknad bdaacakaacceaaaete | 51, 873 3 41, 500 19.0 





1 Preliminary. 
2 Estimated. 


It is further significantly reflected in comparisons of the first 4 
months of 1958 with the first 4 months of 1957 in revenues, rate 
of return, and net income. 








Year 
1955. = 
1956__- 
1957 - 


January 
February 
March 
April 


Total, 


Net railway ope rating zncome 


1955 
1956 
1957 


1958 (4 months 


9m } Yr } 
12 months ended 


January 
February 
March 
April 


NOTE 


Net income 
Year 

1955 

1956 

1957 - 


January 
February 
March. 
April 2 


Tot 


al, 


1 Deficit. 
2 Preliminary 
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Operating revenues, class I railways, United States 


Amount 


cnallndisatté bait cttedatielyeiecs 
10, 550, 942, 886 
491, 389, 960 





4 month 


ai atlable 


Mont} 1957 


$856, 529, 024 
815, 996, 715 
904, 561, 622 | 
887, 495, 646 


S 3, 464, 282, 646 








for additions to property, reserve 


railways, United States 


8, 


Months 


, BSS, 945 
, 5OS, 554 
, 671, 369 


, 000, 000 


224, 000, 000 


$779, 480, 990 


692, 782, 402 


767, 554, 559 
743, 689, 988 
2, 983, 507, 940 


dividends, 


$927, 
876, 
484, 


1958 


m an9 


$16, 735, 
1 10, 701, 093 
24, 535, 949 


16, 000, 000 


48, 000, 000 


elc.., 


Percent 
decrease 





and rate of return, class I railways, United States 
_ Return on 
Yea Amount average net 
property 
|} investment 
Percent 
$1, 127, 996, 878 
1, 068, 245, 689 3. 95 
922, 333, 564 3. ¢ 
21, 5388, 875 2 
Apr. 30 
Montt 1957 1958 Percent 
decrease 
; , o82 $31, 736, 335 45.8 
65, 835, 148 8, 897, 266 86. 5 
90, 019, O81 44, 004, 298 51.1 
81, 286, 885 36, 900, 978 4. 6 
295, 635, 763 121, 538, 875 58.9 
urn for year 1958 estimated at 2.5 percent. 


| 


class 


Amount 
122, 011 
3: 430 
430, 947 


35 
3( 


5, 
), 


Percent 


decrease 


61.9 
t s 
73.8 
78. € 
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The motor common and contract carriers also have experienced a 
decline in 1958, as shown by the following table comparing the first 


quarter with first quarter 1957 in revenues, expenses, mileage, and 
tonnage. 


Class I and II motor carriers of property reporting to Interstate Commerce Commission 


[In thousands] 














All Common— Local lo ommon— 
reporting general cartage | other than Contract 
freight general 
Revenues: | 
io sk a ere $1, 106, 289 $696, 726 $86, 739 $206, 337 $76, 487 
BOG GUIUE TUG ti Scctictaccicametcaacesl $1, 152, 229 $714, 160 $89, 984 $269, 462 $78, 621 
SG ci ve co: ccna cecal sence 14.0 12.4 13.6 18.6 12.7 
Expenses: 
Set cater TOR 6 cs cesucdeecnneaasdase | $1, ( 099, 340 $693, 123 $87, 691 $243, 702 $74, 821 
TES GREGOR Bes wa nennncmcnescacenentes | $1, 117, 281 $693, 426 $89, 243 $259, 366 $75, 245 
Percent penta icbihieaamdduinacisl CEL beestcemudews 11.7 | 16.0 10. 06 
Mileage: 
yg ee a~<) Seon 953, 794 | 32, 089 | 561, 349 178, 829 
oo 8 1, 889, 233 1, 013, 616 | 33, G58 653, 712 188, 245 
PO ninidentitdvumbeitiiinbeteonmenie 18.7 16.0 14.7 10.141 15.0 
Tonnage: 
1ek CHGNE WOE, scdcdictnsinedatinsaeke 75, 685 33, 343 2, 755 30, 63s | 8, 899 
if, 2. SS 80, 148 | 36, 236 2, 903 31, 610 9, 398 
Pebeetil.......\ ccctetececeleeiaye- aid ; 15.6 | 18.0 15.1 12.9 15.3 
1 








1 Decrease. 


While the above data well may be sufficient to ilustrate the sore 
straits into which our common carrier surface transportation system 
has fallen, it is pertinent to include a breakdown of the national pic- 
ture to show the extremely difficult situation in which the eastern 
railroads find themselves. The financial plight of these railroads is 
shown in the following tables: 


Operating revenues, class I railways, eastern district (excluding Pocahontas region) 
Year 
1955 _ 
1956 _ 
1957 


Amount 
$3, 737, 048, 538 
3, 936, 189, 534 
3, 876, 967, 893 














Month 1957 1958 Percent 
decrease 
——EE - oe _ _ — —— ae ——— a — — — 

January__-- ; ae eke | $324, 646,312 | $279, 763, 912 13.8 
February..____- pabomil , ne | 311, 571, 880 243, 641, 880 21.8 
March._.- 7 344, 261, 191 278, 399, 261 19.1 
April... | __ 382,412,408 | 263, 626, 547 20.7 
Total, 4 months -----| 1, 312, 891, 790 1, 065, 431, 601 | 18.8 








H. Rept. 1922, 85-2 
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Net railway operating income and rate of return, class I railways, eastern district 
(excluding Pocahontas region) 





teturn on 

Year Amount average net 
property 

investment 











a senate ana ntpab Staten aaa | $358, 295, 153 | 3. 63 
1956 : ms sade 328, 211, 952 | 3. 34 
1957 : ‘ ‘ia ee SOEARES 240, 389, 994 | 2. 44 
1958 (4 months).-- ; cea ‘ | 116,514,349 | (‘) 
Month 1957 1958 | Percent 
| | decrease 
| 
January a i ioelea $14,755,674 | 1 $726, 239 (1) 
February ---- aa ‘ | 19,943,071 | 118,226,851 | ( 
March. __. ‘ ‘ ane j .-----| 30,146. 691 2, 989, 047 | 90. 1 
April... ‘ i 24, 156, 839 | 1 550, 304 | () 
Total, 4 months_........-- seis ade aagp soca sk eit at 89, 002,276 | 116,514,349 | (1) 


1 Deficit. 


Net income available for additions to property, reserves, dividends, etc., class I 








raiways, et stern district (¢ ecluding Pocahontas region) 
Year Amount 
1955 - ea 2 in siete Be eet A “ _.. $238, 819, 039 
1956 _- ; i eae rtvninns sty LTO, Sen 
1957... ames ; ; akeenee action 3 ; . 123, 896, 533 
Month | 1957 1958 |} Percent 
| decrease 
January.... ‘ j $5, 129, 516 | 1 $10, 848, 022 | (‘) 
February. | 9,306,053 | 1 29, 193, 332 (1) 
Mar 19, 918, 578 1 7, 565, 286 (i 
April? on 13, 750, 000 1 10, 731, 000 (i 
Total, 4 months ?_- ; ‘ 48, 133, 000 1 58, 309, 000 | (} 
| | 
1 Deficit. 
2 Preliminary. 


The financial condition of the eastern railroads, of course, is 
accentuated by the fact that a relatively larger part of their operations 
is in passenger service than generally prevails among the railroads of 
the South and the West. The overall passenger deficit is estimated 
by the Interstate Commerce Commission as now amounting to $700 
million annually. For the railroads to show any net income at all, 
accordingly, revenues from freight must be sufficient to offset such 
losses. With decline in freight traffic, the difficulty of making such 
offsets is accentuated, and the result is graphically shown on the 
drain made upon the railroads’ working capital in the following 
statement of their position nationwide, and in the East, at the end of 
the first quarter 1958. 
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Net working capital,! class I railways 


Eastern dis- 
trict excluding 
United States Pocahontas 


region) 
TOG, Ge ROI ania kiscscssaccssecenetateliewck aaa cateainnenel $933, 751, 344 $185, 743, 542 
Dec. 31, 195 6 Salt ctacsioe aie hankbtuk iin biden naa a waadibad 683, 628, 933 139, 120, 474 
IGS. Ga; THO nacdntcudstcdssutinecktne aking 555, 275, 129 93, 172, 549 
ite: Bh, BR od ctiensdadsschiceccacnenaenanee sgaaialpmeceieatsetianataaiain 326, 432, 029 2 22, 637, 045 


1 Current assets excluding materials and supplies, less current liabilities. 
2 Deficiency. 


Although passenger fares have increased since the war, and the 
total of the general freight rate increases authorized by the Interstate 
Commerce Commission since the war now amounts to 107.7 percent 
it is obvious that the effective revenue received by the railroads has 
not been commensurate with such authorizations. Since 1946 the 
revenue per ton-mile has increased from 0.978 cents to 1.445 cents in 
1957, and the revenue per passenger mile from 1.947 cents to 2.840 
cents. The committee received an abundance of testimony to the 
effect that any amelioration of the railroad financial picture entails 
consideration of the losses being sustained from passenger service. 

The committee is fully conscious of its responsibilities in the 
transportation field, and the need for the maintenance of a sound 
common carrier transportation system adequate for the demands of 
our economy and the requirements of our national defense. The 
committee is convinced, from the hearings and studies it has con- 
ducted for some time now that something must be done, and now 
must be done quickly, in the legislative field, if our common carrier 
transportation system is to be preserved in a position where it can 
continue to meet what is required of it. The committee accordingly 
believes that five changes in existing legislation should be made at 
this time. The problems, proposals, and committee recommendations 
on each, are discussed under the five heads following: 


FINANCIAL ASSISTANCE TO RAILROADS 
(Sec. 2 adding a new Pt. V to the Interstate Commerce Act) 


This section is the outgrowth of extensive hearings held on H. R. 
11527, a bill introduced March 20 by the chairman, to provide 
temporary program of assistance to enable common carriers subject 
to the act to finance improvements and developments. 

The decline in traffic which started last fall and has continued in 
substantial magnitude has appreciably affected the current cash 
position of many railroad carriers. As a result, they perforce have 
had to suspend their authorized programs for additions and better- 
ments to, or expansion of, their carrier properties and to defer pur- 
chase of equipment. This naturally, has had a profound effect not 
only upon the railroads direct employment, but also upon the indus- 
tries supplying the railroads. 

Indeed, the following figures for railroad employment show a drop 
of 60,000 since the first of the year, to a level at mid-May of 180,000 
less than a year ago, the lowest railroad employment since 1898. 
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Average number of employees, class I line-haul railroads 














1957 1958 

Mid-month: 

RROD etincriepa eles eet lS 995, 270 884, 114 

NEUE io ence as athe casa inteteeb ea iets cei Geb Ghalib wlan ctwirsbaecs Sake 987, 125 860, 110 

Res occ tee Boo haivehiebitwanedacobmiattess) bie Fees 987, 800 840, 321 

Rares aa Roe dt Midsea aed tan 991, 389 828, 819 

May ° Pieawinde ‘ aie a Ap anwbie cwidingatiecekéin aa 1, 003, 429 $24, 813 
Average for year: 

Mw igibinsiven aise Sinasatiy peo noi ; 3 cine RII Vis sinsied icisin coisa cance 

1956... comipmemenacein aie inate: A ie bake Z waisiea 1, 042, 664 |_.____ sibilant 

Pais shad nea oe akin clades ‘ hated icnlnpubipahtesiccibinmae ie 986,001 |......_. ‘ 


While the worsening situation is true with respect to the railroads 
as a whole, some railroads particularly in the East, are in grave 
economic difficulties, and the committee had testimony to the effect 
that it is doubtful whether some of them will be able to avoid going 
into receivership during the year. In the midst of the uncertainty 
surrounding predictions of the depth and duration of the recession. 
this situation is especially alarming, for were some of the major rail- 
roads to go into receivership, the resulting impact would be serious not 
only to the industry but to the country as well. 

With the financial assistance provided by this bill, the committee 
has been reliably informed that many carriers immediately would 
reinstitute already authorized capital expenditure programs, amount- 
ing to millions of dollars. Such action. without further delay for the 
drawing board or blueprint stage, straightaway would provide sub- 
stantial reemployment by the railroad industry, and through the 
purchase of materials, equipment, and supplies, would afford a great 
stimulus to the industries supplying them. This stimulus is. ex- 
tremely important and timely right at this moment. 

This financial assistance program is to be administered by the 
Interstate Commerce Commission. Inasmuch as the Commission 
under existing law necessarily must approve the underlying securities, 
here subject to being guaranteed, the committee believes that the 
Commission is in the best position simultaneously to pass upon the 
guaranty under the clear-cut standards set up in the bill. It has 
seemed to the committee that the promptness with which any such 
financial assistance is rendered is a perquisite of the first order, for the 
impetus which the reinstitution of these capital programs, the reem- 
ployment of labor, and the purchase of materials, will give is of utmost 
significance at this particular moment. 

The bill H. R. 11527, on which hearings were held, also pertained 
to all common carriers subject to the act, while the bill here reported 
is limited to common carriers by railroad. The hearings developed 
some testimony from motor and water carriers as to the desirability 
of coverage by this new part V, but did not demonstrate any especial 
imperativeness or need at this time for this type of assistance. 

Other changes from H. R. 11527 incorporated in the reported bill 
as a result of these hearings, are those of extending the time for grant- 
ing the assistance from March 31, 1959, to March 31, 1961, and of 
extending the upper limit of the guaranty from 90 percent of the 
unpaid principal to 100 percent. In addition, at the urgence of a 
number of eastern railroads. especially those with big deferred heavy 
repair car programs which they need to complete before ordering any 
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significant amount of new equipment, the guaranty provisions have 
been expanded to cover loans where the proceeds are to be used 
for maintenance. In such instances, the amount of the guaranty is 
limited to not more than 50 percent of the amount charged by the 
carrier the preceding year for maintenance, and it is made unlawful 
for the carrier to declare any dividends w hile a guaranty is outstanding 
on a loan for this purpose. 


ICC AUTHORITY OVER DISCONTINUANCE OF PASSENGER SERVICE 


(Sec. 3, amending sec. 1 of the act, and sec. 4, adding a new sec. 13a 
to the act) 


A major cause of the worsening railroad situation is the unsatis- 
factory passenger situation. Not only is the passenger end of the 
business not making money—it is losing a substantial portion of that 
produced by freight operations. 

Although no specific bill was then before the committee, extensive 
hearings on this problem were conducted in May of this year. 

The true deficit from railroad passenger service is in dispute. The 
Interstate Commerce Commission estimates it in the neighborhood of 
$700 million a year, though it currently is conducting an investigation 
which involves reconsideration of its present rules governing distribu- 
tion of costs between freight and passenger service. Whatever the 
deficit is, it is clear that it is large and constitutes a substantial 
burden on revenues from freight. 

The president of one railroad testified that last year the railroad 
had net railway operating income from freight service of over $100 
million, against which it had a loss from passenger service of $57 
million; that over the past 10 years the passenger service net railway 
operating income deficit of $523 million applied to a net railway oper- 
ating income from freight of $1,124 million, left it with a return of 
only 2.49 percent on depreciated investment; ‘and that if the passenger 
service merely had broken even this return would have been 4.67 
percent. 

Another railroad president testified that last year it had a net 
income of $8 million, which represented a profit from ae 
operations of $27 million, net income from freight service of $ 
million, and a loss from passenger service of $52 ‘million. This hd 
he based on the ICC distribution of costs, whereas he felt that it 
was closer to the $78 million which had been estimated by an inde- 
pendent group. 

It is obvious that in very great measure these passenger losses are 
attributable to commuter service. It is clear that where such neces- 
sary services cannot be made to pay their way, the interested com- 
munities have a very real interest in working out the problem. It 
would seem evident that if such urban or interurban commuting 
service must be preserved, losses incurred will have to be met in some 
way by the communities. It is unreasonable to expect that such 
service should continue to be subsidized by the freight shippers 
throughout the country. 

There are substantial losses, however, occurring in passenger 
service beyond those attributable solely to commuter service. Where 
this passenger service—and passenger service means more than merely 
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transportation of passengers, and involves “head-end” service, such 
as baggage, mail, and express—cannot be made to pay its own way 
because of lack of patronage at reasonable rates, abandonment seems 
called for. 

Under the act, the Interstate Commerce Commission has jurisdic- 
tion over the complete abandonment of a line of track. The discon- 
tinuance or change of schedules of trains (without complete abandon- 
ing of the line of track over which they operate) however, is subject 
to the jurisdiction of the interested States. Such local regulation of 
what has come to be a national problem has hampered the railroads 
from making some changes in their passenger train operations in line 
with changes i in patronage, and has contributed greatly to the passen- 
ger deficit. Witnesses have not suggested that all State commissions 
have taken obstructive attitudes, but only that it has proved impos- 
sible to secure necessary relief in some States. The National Asso- 
ciation of Railroad and Public Utilities Commissioners has been active 
in recommending a more helpful attitude on the part of its members, 
but the recommendations appear not to have been adopted by some 
of them. 

Because of this delay in authorizing, or absolute refusal to author- 
ize, discontinuance of little-used services, it is proposed to add a new 
section 13a to the act, whereby the railroads, at their option, may 
have the Interstate Commerce Commission, rather than State com- 
missions, pass upon the discontinuance or change in the operation or 
service of any train or ferry. This option is limited, however, to the 
operation or service of a train or ferry on a line of railroad not located 
wholly within a single State. This limitation is contained in the bill 
being reported because the committee feels that the record at this 
time does not support the broader change in venue, requested by the 
railroads, which would have covered Interstate Commerce Commis- 
sion jurisdiction also over operations more local in character, such as 
those of a branch line or other line of railroad located solely within 
one State. 

The bill as introduced also covered the Interstate Commerce Com- 
mission passing upon discontinuance or change of the operation or 
service of stations, depots, or other facilities. This jurisdiction has 
not been included in the bill as reported, as the committee believes 
the record presented in its hearings does not support the need for 
transferring such jurisdiction from State regulatory bodies. 

While the Interstate Commerce Commission, on March 19, 1956, 
instituted on its own motion an investigation into and concerning 
the deficit from passenger train and allied services, which has been 
the subject of prehearing and informal conferences between the Com- 
mission staff and interested parties, the committee believes that such 
study actively should be pursued, and pursued in cooperation with 
State utilities commissions, so that the Commission soon may make 
recommendations for appropriate action in this troublesome and 
burdensome field. The bill reported, accordingly, contains a direction 
to this effect for a report not later than June 30, 1959. 
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COMPETITIVE RATEMAKING 
(Sec. 5, adding a new par. (3) to sec. 15a of the act) 


In the past few years probably no subject has been given any more 
extensive hearings or attention by the committee than that of com- 
petitive ratemaking as between the different modes of transportation. 

The dominant objective of the changes in transportation policy 
proposed by the Presidential Advisory Committee in 1955 and of the 
implementing legislation (H. R. 6141 and H. R. 6142) was a proposed 
change in the “rule of ratemaking”’ (contained in sec. 15a of the 
Interstate Commerce Act) to place “increased reliance on competitive 
forces of transportation in ratemaking”’ and restrict the Commission’s 
jurisdiction over competitive rates. As Secretary Weeks observed to 
the committee: 

It was believed that carrier self-interest tempered by the 
dictates of competitive enterprise is capable of producing a 
sounder rate structure than that which can be imposed by a 
regulatory agency. 


During April, May, and June of 1956, in the hearings on these 
legislative proposals, the railroads vigorously supported the Advisory 
Committee recommendations, and the motor and water carriers as 
vigorously opposed them. 

The essence of these recommendations subsequently was contained 
in H. R. 5523 and H. R. 5524, known as the “‘three-shall-not rule” 
because it declared that in determining what is less than a reasonable 
minimum rate, the Commission: (1) shall not consider the effect of 
the rate on the traffic of other carriers; (2) shall not consider the rela- 
tion of the rate to the rate of any other carrier; and (3) shall not con- 
sider whether the rate is lower than necessary to meet the competition 
of other carriers. These bills were heard at length in the spring of 
1957, with the same contention among the witnesses representing the 
various modes of transportation. 

Furtber hearings on the subject of competitive ratemaking were 
held in April and May of this year, at which time Secretary Weeks 
expressed the view that ‘‘We have reconsidered the ‘three-shall-not’ 
rule and feel that it goes too far,’”’ and made an inchoate suggestion 
that while there should be greater competition among carriers in rate- 
making, unfair or destructive competition should be prevented by some 
sort of rule of reason similar to that employed in the Sherman Act. 
In both the earlier and revised recommendations, the Secretary’s ref- 
erences to stimulation of competition encompass both competition 
between carriers of the same mode of transportation and competition 
among different modes of tranportation. 

In these recent hearings, the railroads again advocated substantial 
modification of the rule of ratemaking and the motor and water carriers 
urged that it be retained as it is now written in the statute. 

The committee believes that each mode of transportation should 
have opportunity to make rates reflecting the different inherent 
advantages each has to offer so that the public may exercise its choice 
among them, cost and service both considered, in the light of the 
kind of transportation desires. The committee believes, however, 
and the national transportation policy is clear, that such ratemaking 
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should be regulated by the Commission to prevent unfair destructive 
practices on the part of any carrier or group of carriers. 

It nevertheless appears that the Interstate Commerce Commission 
has not been consistent in the past in allowing one or another of the 
several modes of transportation to assert their inherent advantages 
in the making of rates. In 1945 in New Automobiles in Interstate 
Commerce (259 I. C. C. 475), the Commission said: 


As Congress enacted separately stated ratemaking rules 
for each transport agency, it obviously intended that the 
rates of each such agency should be determined by us in 
each case according to the facts and circumstances attending 
the movement of the traffic by that agency. In other words, 
there appears no warrant for believing that rail rates, for 
example, should be held up to a particular level to preserve, 
a motor-rate structure, or vice versa (259 I. C. C. at p. 538). 


In A. W. Schaffer Extension—Granite (63 M. C. C. 247), the Inter- 
state Commerce Commission denied an application by a common 
varrier by motor vehicle for authority to transport granite between 
various points which were being served exclusiv ely by rail. The 
Commission based its denial of the application on the ground that 
the rail service was “reasonably adequate,’ that the main purpose 
of the witnesses who supported the application was to obtain lower 
rates rather than improved service and that this was not a proper 
basis for a grant of ae The Supreme Court in Schaeffer 
Transportation Co. et al vy. U. S. (855 U. S. 83 (1957), reversed the 
Commission, and in its oe said— 


To reject a motor carrier’s application on the bare conclu- 
sion that existing rail service can move the available traffic, 
without regard to the inherent advantages of the proposed 
service, would give one mode of transportation unwarranted 
protection from competition from others. 


Later in the opinion it said: 


The ability of one mode of transportation to operate with 
a rate lower than competing types of transportation is pre- 
cisely the sort of “inherent advantage” that the congressional 
policy requires the Commission to recognize. 


The committee believes that the Commission consistently should 
follow the principle of allowing each mode of transportation to assert 
its inherent advantages, whether they be of cost or service, giving due 
consideration to the objec tives of the national transportation policy 
declared in the Interstate Commerce Act. The objectives of this 
policy of the Congress are: 


to provide for fair and impartial regulation of all modes of 
transportation subject to the provisions of this Act, so 
administered as to recognize and preserve the inherent 
advantages of each; to promote safe, adequate, economical, 
and efficient service and foster sound economic conditions in 
transportation and among the several carriers; to encourage 
the establishment and maintenance of reasonable charges 
for transportation services, without unjust discriminations, 
undue preferences or advantages, or unfair or destructive 
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competitive practices; to cooperate with the several States 
and the duly authorized officials ther eof; and to encourage 
fair wages and equitable working conditions; all to the end 
of developing, coordinating, and preserving a national 
transportation system by water, highway, and rail, as well 
as other means, adequate to meet the needs of the commerce 
of the United States, of the Postal Service, and of the national 
defense. 


The committee feels, accordingly, that an amendment to the rule of 
ratemaking is desirable to serve as a guide to the Commission in 
achieving consistency in its treatment of competitive rate cases. 
The bill being reported proposes a new paragraph (3) to section 15a, 
applicable to all of the modes of transportation subject to parts I, 
II, II, and IV of the act, reading as follows: 


In a proceeding involving competition between carriers 
of different modes of transportation subject to this Act, 
the Commission, in determining whether a rate is lower than 
a reasonable minimum rate, shall consider the facts and 
circumstances attending the movement of the traffic by the 
carrier or carriers to which the rate is applicable. Rates of a 
carrier shall not be held up to a particular level to protect 
the traffic of any other mode of transportation, giving due 
consideration to the objectives of the national transportation 
policy declared in this Act. 


The committee is of the opinion that the effect of this amendment 
will be to encourage competition between the different modes of 
transportation for the benefit of the shipping public. It understands 
that the amendment, while not having the full endorsement of all of 
the modes of transportation, at least is not unacceptable to any of 
them. 

AGRICULTURAL COMMODITIES EXEMPTION 


(Sec. 6, amending 203 (b) (6) of the act) 


The so-called agricultural commodities exemption contained in 
section 203 (b) (6) of the Interstate Commerce Act provides that 
nothing in part II of the act (relating to the regulation of motor 
carriers), except certain requirements as to qualifications and maxi- 
mum hours of service of employees and safety of operation or stand- 
ards of equipment, shall be construed to include: 


motor vehicles used in carrying property consisting of 
ordinary livestock, fish (including shellfish), or agricultural 
(including horticultural) commodities (not including manu- 
factured products thereof), if such motor vehicles are not 
used in carrying any other property, or passengers, for 
compensation; * * * 


This exemption from economic regulation appears originally to 
have been intended to aid farmers and other producers of domestic 
foodstuffs by relieving them of some of the burdens of regulation so 
that the movement of their products from point of production to 
market or to processing or storage points would be facilitated. How- 
ever, as a result of a series of ¢ ourt decisions which began in 1948 with 


H. Rept. 1922, 85-2-——-3 
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Interstate Commerce Commission v. Love (77 F. Supp. 63, affirmed 172 
F., 2d 244), and continued through 1957 in Frozen Food Express v. 
United States (148 F. Supp. 399, affirmed 355 U. S. 6), the exemption 
has been extended to the transportation of commodities that have 
received varying degrees of commercial processing. 

In East T. ne Motor Freight Lines, Inc., et al. v. Frozen Food Express, 
et al. (351 U.S. 49, decided April 23, 1956), the Supreme Court, in a 
5 to4 decision, held that fresh and frozen dressed poultry are exempt 
agricultural commodities within the meaning of section 203 (b) (6). 


Of particular significance in this case was the pronouncement of the 
majority that— 


where the commodity retains a continuing substantial iden- 
tity through the processing stage we cannot say that it has 
been ‘manufactured’ within the meaning of section 203 


(b) (6)— 


and the further statement that the “exemption is concerned with the 
stage of the processing, not with the person who does it.” The difficul- 
ties involved in drawing a line of distinction between agricultural 
commodities and “manufactured products thereof’ is demonstrated 
by the fact that the Court was so closely divided as to the status of 
fresh and frozen dressed poultry. 

In another case, the Supreme Court, on November 5, 1956, affirmed, 
without opinion, the holding of a Federal district court in Home Trans- 
fer & Storage Co. v. United States (141 F. Supp. 599), that frozen fruits 
and vegetables also come within the exemption. Significant of this 
trend are subsequent district court decisions holding that dried milk, 
dried egg powder, shelled nuts, dried fruits, and a number of other 
commodities are exempt. 

As a consequence of these court decisions the Interstate Commerce 
Commission reviewed its previous rulings with respect to the exempt 
and the nonexempt status of other commodities, and declared many 
commodities to be exempt which were formerly regulated. Then, on 
March 19, 1958, the Bureau of Motor Carriers of the Interstate Com- 
merce Commission issued Administrative Ruling No. 107 on agricul- 
tural exemptions in which the Bureau compiled a list of agricultural 
commodities showing the exempt or nonexempt status of each as de- 
cided by the courts, and by the Commission. The Bureau further 
went on to express an opinion as to the exempt and nonexempt status 
of many additional commodities. The Bureau’s ruling No, 107 is set 
forth in appendix A to this report. 

Regulated carriers are handicapped in their competition with non- 
regulated carriers for traffic in exempt agricultural commodities. The 
unregulated carriers are not subject to ICC operating authority, con- 
trol, rate regulation, rules requiring equal treatment to shippers, areas 
and commodities, and rules requiring insurance and claims responsi- 
bility to which all regulated carriers are subjected. The nonregulated 
carriers can pick and choose whatever traffic they desire and establish 
their rates at whatever levels they wish without making them public 
and without considering whether the charges are reasonable or non- 
discriminatory, as required by regulated carriers. As a consequence, 
large and ever-increasing volumes of important agricultural com- 
modities and seafood previously handled by regulated carriers, both 
rail and truck, have been diverted to the exempt truckers and the 
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diversion continues. The impact upon the regulated carriers is 
already serious. The removal of further classes of traffic from the 
regulated category is threatened by the trend of administrative and 
judicial determinations, expanding the scope of the exemption. 

If the Supreme Court’s “continuing substantial identity” test con- 
tinues to be applied literally by the courts, it is conceivable that a 
considerable number of other commodities will be held to be exempt, 
such as canned fruits and vegetables which are processed at large indus- 
trial plants rather than by farmers. It is important that this trend 
be halted before the position of the regulated carriers is more seriously 
impaired. The committee, therefore, recommends a freezing, with a 
slight rollback, of the agricultural exemption in accordance with ruling 
No. 107, March 19, 1958, Bureau of Motor Carriers of the Interstate 
Commerce Commission. This amendment would halt further expan- 
sion of the scope of the exemption, and it would return to economic 
regulation the transportation of frozen fruits, frozen berries, frozen 
vegetables, coffee, tea, cocoa, hemp, imported wool and certain 
categories of domestic wool. The transportation of cooked fish or 
shellfish, now subject to regulation is made exempt from such regu- 
lation. It is not intended that this exemption shall apply to fish or 
shellfish which have been treated for preserving such as canned, 
smoked, salted, pickled, spiced, corned or kippered products. 

Any person engaged on June 1, 1958, in trucking the aforemen- 
tioned commodities which are returned to regulation by this amend- 
ment would be entitled upon application to a certificate or permit 
allowing him, under regulation, to continue hauling the same com- 
modities within the same areas or between the same points. 

The committee held hearings on amending the agricultural exemp- 
tion provision of the Interstate Commerce Act on April 23, 24, and 
25, 1958. The hearings related to H. R. 5823, a bill recommended 
by the Interstate Commerce Commission. The purpose of this bill 
was to limit the exemption from economic regulation motor vehicles 
engaged in the transportation of agricultural commodities, livestock 
and fish from the point of production to the primary market. Strong 
opposition was expressed by witnesses to this limitation. 

The amendment reported by the committee is a compromise of 
opposing positions. We believe it will be of benefit to the common 
carriers in that the further erosion of regulated traffic will be stopped 


and some of the traffic now exempted from regulation will be returned 
to regulated carriers. 


PSEUDO-PRIVATE CARRIAGE 
(Sec. 7, amending sec. 203 (c) of the act) 


The erosion of traffic of regulated carriers has also been caused to a 
considerable extent by the growth of ‘‘pseudo-private carriage” by 
truck. One of the subterfuges most commonly used in this type of 
carriage is the ‘“‘buy-and-sell”’ arrangement, whereby fictitious bills of 
sale and invoices are used to make it appear that the commodities 
being transported by truck are those of the vehicle owner and operator 
and that the transportation involved is private carriage. The real 
business of persons engaged in this type of operation is, in fact, trans- 
portation, and the movement of goods performed by them is not in 
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furtherance of any primary, or bona fide business enterprise other than 
transportation. 

In addition, businesses which use their own trucks to deliver their 
own merchandise, are purchasing goods at or near the final point of 
delivery of their own merchandise, and transporting such goods to 
places near their own establishmepts for sale to others. Such trans- 
portation is usually performed solely for the purpose of receiving com- 
pensation for the otherwi ise empty return of their trucks. Sometimes 
the purchase and sale is a bona fide merchandising venture. In 
other instances, prearranged plans are set up in order that the real 
consignee may receive transportation at a reduced cost. 

This pseudo-private carriage is a subterfuge for engaging in public 
transportation without complying with the certificate or permit 
requirements of the Interstate Commerce Act. It constitutes a grow- 
ing menace to shipper and carrier alike, and is not in the public 
interest. It is injurious to sound public transportation. It promotes 
discrimination between shippers and threatens the existing rate struc- 
tures of regulated carriers. It makes possible the avoidance of pay- 
ment of the Federal transportation of property tax, for this tax is not 
levied on the transportation of property owned by the carrier 

The Interstate Commerce Commission has found it most difficult to 
cope effectively with this problem under the present provisions of 
the Interstate Commerce Act. The Commission has urged the 
Congress for several years to make legislative changes in the act to 
eliminate these practices, and it drafted a bill to accomplish this 
objective, which was introduced as H. R. 5825, 85th Congress. That 
bill proposed to amend the definition of “private carrier” in section 
203 (a) (17) of the act by adding a proviso thereto to the effect that 
any person who purchases, transports and sells property for the 
purpose of fostering a highway transportation business is engaging 
in a public transportation service and shall be subject to economic 
regulation by the Commission. 

During the committee’s hearings on H. R. 5825, many witnesses 
expressed the fear that if the definition of a private carrier of property 
by motor vehicle was changed, it would open the door to reconsidera- 
tion of the concept of the “primary business” test of private carriage 
as enunciated by the Commission in the Lenoir Chair case (51 M. C. 
C. 65 (1949)) and by the United States Supreme Court in the ene. 
case (Brooks Transportation Co. v. United States 340 U.S. 925 (1951 

In the Brooks case, the Supreme Court recognized the so- alle 
primary business test as the governing criterion in establishing 
bona fide private carriage. Under that doctrine, if transportation 
is performed in furtherance of the primary business of the operator, 
even though a charge may be made for such service, the transportation 
is treated as bona fide private carriage. If, however, a bona fide 
noncarrier business is not established, the transportation is treated 
as for-hire. 

This doctrine has been helpful to the bona fide private carriers. 
They are fearful that any amendment of the definition of ‘‘private 
carrier of property by motor vehicle” may result in an unsettling of 
the “primary business” test and require them to embark upon another 
ro series of litigation similar to that which culminated in the Brooks 

ecision. 
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In the first session of the 85th Congress the Interstate Commerce 
Act was amended (by Public Law 85-163) by the addition of section 
203 (c) which prohibits a person, except as otherwise specifically 
provided in the act, from engaging in any for-hire transportation 
business by motor vehicle in interstate or foreign commerce without 
a certificate or permit to authorize such transportation. This prohi- 
bition is expected to prove helpful in correcting certain abuses, but it 
appears that the abuses resulting from pseudo-private carriage are 
not adequately dealt with by section 203 (c). 

Under these circumstances several witnesses recommended, and 
this committee favors, the further amendment to section 203 (c) of 
the act contained in section 7 of the reported bill. This amendment 
provides that no person shall, in connection with any other business 
enterprise, transport property by motor vehicle in interstate or 
foreign commerce unless such transportation is incidental to, and 
in furtherance of, a primary business enterprise (other than trans- 
portation) of such person. There is no intention on the part of 
this Committee in any way to jeopardize or interfere with bona fide 
private carriage, as recognized in the Brooks case. 











SUPPLEMENTAL VIEWS OF MESSRS. WILLIAMS, ROBERTS, 
MOULDER, FLYNT, AND LOSER 


This report embraces supplemental views to the committee report. 
We are in general agreement with most of the provisions of H. R. 
12832, although we find ourselves very strongly opposed to section 4 
of the bill which provides for a new section 13A to the Interstate 
Commerce Act. 

For years we have watched the erosion of State control over the 
various activities and the assumption of such control by the Federal 
Government and by the intervention on the part of branches of the 
Federal Government in certain instances. In each instance reasons 
given for the encroachment by the Federal Government in areas 
usually reserved to the States has been that it is to meet some kind of 
emergency. While we share the views of many that the railroads of 
this country do face an emergency and that it is incumbent upon 
Congress to lend aid and assistance in solving some of the problems of 
the railroads, we do not believe that it has been demonstrated that 
there is a need at this time to strip State utility commissions of their 
regulatory powers in this connection over the discontinuance of intra- 
state train service. 

It is possible that the restriction of authority on the part of State 
regulatory bodies would, for practical purposes, vest such discontinu- 
ances in the railroads themselves. If one public utility were permitted 
to discontinue service if “such operation or service will not result in a 
net loss therefrom,’’ such companies would be relieved of a very im- 
portant duty; namely, “to serve the public convenience and necessity.” 

Testimony was given during the hearings before the Committee on 
Interstate and Foreign Commerce which indicates that some State 
regulatory agencies have exercised little or no control in the matter 
of passenger train discontinuances and railroad station agency 
discontinuances. Mr. Walter McDonald of the Georgia Public 
Service Commission, acting as chairman of the passenger deficit 
committee of the National Association of Railroads and Utilities 
Commission since the inception of that committee in 1949, presented 
testimony before the Interstate Commerce Commission to the con- 
trary. Mr. McDonald’s committee refuted this statement and has 
submitted information showing the activities on such discontinuances 
for the years 1951-56 by State regulatory agencies. The State com- 
missions, in most cases, have been alert to their responsibilities to 
discontinue any unused and unneeded services rendered by the rail- 
roads that are no longer required in the public interest. Two tables 
showing facts and figures from 1951-56 are included at this point: 
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Summary of passenger train discontinuances approved or denied by State commissions, 
1951-56 


1951 1952 1953 


_ 


955 1956 Total 
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ae SS SS Se SS SS 
1 The statistics for this State include an undetermined number of commuter trains. 
4 Denials, if any, not reported. 
3 Statistics not maintained by this State. 
4 No jurisdiction. 


Souree: Docket No. 31954, exhibit No. — (NARUC-6), witness: Walter R. McDonald. 
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Summary of railroad station agency discontinuances approved or denied by State 
commissions, 1951-1956 
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Source: Docket No. 31954, exhibit No. — (NARUC-7), witness: Walter R. McDonald. 


Figures on the preceding tables show the activity of the various 
State regulatory bodies. The table on page 21 shows that 1,274 ap- 
plications for passenger-train re es have been approved by 
State commissions during the years 1951-56 and only 197 denied. 
The table on page 22 ‘shows ” iat 2,466 applications for railroad 
station agency discontinuances have been approved during these 
same years and only 372 have been denied. The ratio of approvals 
on each table is over 86 percent. 

It might be pointed out that in the State of New York 69 applica- 
tions for passenger-train discontinuances were approved and 48 denied 
during the years 1951-56. The State of Pennsylvania reports 82 
approvals and 8 denials for such applications. 
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The regulatory body of the State of New York approved 302 ap- 
plications for railroad station agency discontinuances and denied 37; 
whereas, the regulatory body of the State of Pennsylvania approved 
238 and denied only 17. We are informed that the figures for 1957 
and the first 5 months of 1958 follow the same general ratios. 

The above statistics are the result of 8 years work by the passenger 
deficit committee of the National Association of Railroad and Utilities 
Commission, and we believe these tables substantiate the views of this 
association in that discontinuance of passenger service and State 
agencies should be left with the State regulatory bodies. If inequities 
exist in some few States, those inequities should be corrected in and 
by those States. When Mr. McDonald gave his testimony, no ques- 
tions were suggested by proponents of section 4 and his statements 
were not refuted. 

The State regulatory commissions are familiar with local conditions 
and needs for service. They are, therefore, better suited to exercise 
jurisdiction over such matters of regulation that have, historically, 
been left to regulation at the State level. 

Residents of an area affected by the discontinuance of a service or 
a station should have the right of protest to their State regulatory body 
and should be neither compelled nor expected to necessarily protest 
to and appear before the Interstate Commerce Commission. 

To permit rail carriers to change or discontinue passenger or freight 
service, or other facility without reference to or compliance with 
State laws, might well in effect, occasion the termination of virtually 
all passenger-train services in the East or in any other sections of the 
country. No doubt, if the Interstate Commerce Commission is given 
complete authority to regulate trains operating within and through 
the States, and particularly so if the ICC is given permission, upon 
a finding that es +h operation of services will result in a net loss to 
the railroads, the only test for continuance or discontinuance will be, 
“Ts this sr fr operation profitable” instead of “Is this particular 
operation necessary to the ‘public convenience and necessity’?”’ 

The existing authority of the Interstate Commerce Commission 
over intrastate rates is entirely adequate to keep State commissions 
from discriminating against or burdening interstate commerce. 

It is untimely and unwise to consider any amendment to section 13 
of the Interstate Commerce Act, particularly so, where these matters 
of jurisdiction cannot possibly have any great bearing on a bill to 
enable the railroads to obtain guaranteed loans. It is also a fallacy 
to leave the impression that by stripping State commission regulatory 
rights or bringing them under Federal control would eliminate the 
mounting railroad passenger deficit of more than $723 million in 1957. 

We want to see legislation enacted which will give needed and 
reasonable assistance to the railroads, but we do not feel that this can 
be accomplished by taking away from the State regulatory agencies 
certain rights now designated to them. To do so w ould be a ‘dangerous 
departure from the principles supporting the dual sovereignty form 
of government. The key to totalitarianism and its attending loss of 
freedom and rights is to be found in an overconcentration of powers 
in a central government. 

We cannot in good conscience advocate legislation which would 
seriously jeopardize our dual system of government and give additional 


H. Rept 1922, 85-2——-4 
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powers to the Federal Government and at the same time constitute a 
flagrant invasion of States and local jurisdiction. For that reason we 
oppose the provisions of section IV. 





JoHN Brett WILLIAMS. 
KENNETH A. RoRERTS. 
MorcGan M. Mou.per. 
Joun J. Fiynt, Jr. 
J. CarLtron Loser. 





SUPPLEMENTAL VIEWS OF MR. DINGELL 


I am in concurrence generally with the purposes of the bill being 
reported, but there are certain features of the proposal relating to the 
Federal guaranty of private loans to the railroads which I feel need 
strengthening. 

Obviously, under the conditions existing as a result of the economic 
recession with the deplorable layoffs in many industriés and especially 
in the transportation industry, any sound measure giving some assur- 
ance of immediate reemployment is one with which I am heartily in 
accord. If the promises of quick reinstitution of capital improvements 
and maintenance programs upon securing the financial assistance pro- 
vided by the bill which have been given to the committee by certain 
railroads are fulfilled, this bill w ould seem to be that kind of a measure. 

It is my belief, however, that alre sady the Congress and financial 
agencies have taken steps that have led to a substantial increase in 
the* lending capacity of our financial institutions. It seems to me 
that such institutions under compulsion to find every expanding 
avenue for investment, as well as to undertake some of the responsi- 
bilities for stimulating investment to bring a quick end to the reces- 
sion properly should assume a portion of the risk which may be 
attached to the railroad borrowings here contemplated. I believe 
that the terms of the original bill, H. R. 11527, were much better in 
this respect than those of the bill here reported in that the Govern- 
ment guaranty was limited to not more than 90 percent of the unpaid 
principal of any loan. Certainly the assumption of only one-tenth 
of what risk there might be in a loan made for the purposes provided 
for by the bill by financial institutions or by investors who pre- 
sumedly receive a return commensurate with what risk may be 
involved, is not only appropriate but necessary to protect the Gov- 
ernment and taxpayers. 

In addition, while I appreciate that the Interstate Commerce 
Commission must pass upon the assurance of the underlying securities, 
for the guaranty of which authorization is here provided, in accordance 
with the public interest standards set forth in section 20 (a) of the 
act it seems to me that in view of the Federal guaranty here provided, 
which at some subsequent date may entail the use of taxpayers funds 
to offset a default, that there should be further specific protection to 
the Government. I believe, accordingly, that the limitations in sec- 
tion 504 of the proposed new part V should include two additional 
limitations, namely, that no guaranty shall be made by the Interstate 
Commerce Commission: (1) ‘unless the Commission is of the opinion 
that the prospective earning power of the applicant carrier, together 
with the character and value of the security pledged, if any, furnish 
reasonable assurance of the applicant’s ability to repay the loan 
within the time fixed therefor and reasonable protection to the 
United States; and (2) unless the Commission is of the opinion that 
the applicant carrier is not in need of reorganization of its capital 
structure. 

JoHN D. DINGELL. 
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SUPPLEMENTAL VIEWS 





OF MR. ALGER 


I voted to report this bill, but I have misgivings about the wisdom 
of enacting section 2 of the bill which provides for federally guaranteed 
loans to the railroads. Surely, if we authorize Federal guaranty of 
loans to the railroad industry now we cannot logically deny this relief, 
assuming the need arises, to other common carriers, whether they be 
trucks, buses, water carriers, oil or gas pipelines, freight forwarders, 
sleeping-car companies, railway express, scheduled airlines, telephone 
and telegraph companies, et cetera. 

The need for providing guaranteed loans was shown to exist for only 
a few railroads, particularly in the New England region. Perhaps 
an equally ac ute need for such loans can be shown for certain individual 
truck or bus lines, water carriers, freight forwarders, or pipelines. 
I fear that if this legislation is enacted it won’t be very long before we 
are asked to guarantee the loans of other common carriers. 

My concern is that once we start this program of guaranteed loans, 
the carriers, even Members of Congress, might be lulled into a feeling 
of complacency and paternalism rather than to give attention to root- 
ing out the basic ills of the industry, which have occasioned the need 
for this financial help. The financial guaranty is allegedly temporary. 
How temporary is 15 years, the length of these loans? 

I am not convinced that the railroad industry has done all it should 
to help itself before coming to the Federal Government asking for 
help in the form of guaranteed loans. What have they done to 
reduce unnecessary expenses and featherbedding? I was very 
much surprised to find in wage statistics published by the Interstate 
Commerce Commission that for the calendar year 1957 class I railroads 
paid approximately $241 million compensation for time not worked. 
This amount does not include the time paid for but not worked of 
train and engine crews. I realize that some of this time paid for but 
not worked includes vacation allowances, but it far from includes 
all so-called featherbedding, the exact amount of which I was unable to 
determine. 

Train and engine crews still operated under working rules estab- 
lished during the horse-and-buggy days when a 100-mile run in 
freight service constituted a day’s work. Statistics published by 
the Interstate Commerce Commission show that class I railroads paid 
during 1957 for 428 million miles which were notrun. This constitutes 
over 9 percent of the mileage actually run, which would correspond 
roughly to $150 million during the year. 

Does it not follow that the railroads should insist upon changes in 
working agreements with the employee representatives toward the 
end that this featherbedding be eliminated? I believe that it is in 
the best interest of the railway labor organizations to cooperate with 
the carriers in establishing fair and equitable working agreements 
which are geared to a more realistic appraisal of the relative status 
of the railroad industry as a common carrier. Railroad employees 
themselves should recognize the fact that their wages must be paid 
out of revenues and that the more the railroads are saddled with 
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unnecessary and burdensome expenses the higher the rates on freight 
and passengers will be. 

I suspect that the railroads to some extent have already priced 
themselves out of the market. That is why they are losing traffic, 
relatively speaking. And a loss of traffic inevitably means a loss of 
jobs for railroad employees. I understand that the number of 
employees in the railroad industry is now Jess than 825,000, which is 
the lowest level of employment ever recorded for this sschenlone 

Next, class I railroads pay over $100 million a year for injuries to 
persons, about 80 to 90 percent of it being paid for injuries to em- 
ployees. Some carriers have excellent safet, y records. Other carriers 
have poor safety records. If a concerted drive were made to improve 
the safety on all carriers probably up to $50 million a year could be 
saved. 

In addition, the railroad industry can assist itself by eliminating as 
much as possible the duplication of services and facilities. It should 
consolidate terminals wherever possible. I understand that many 
millions of dollars can be saved by such consolidations. The industry 
should become more aggressive in soliciting traffic. These are but 
several of the efforts railroads can make to help themselves, before 
Government guaranteed loans are asked. 

The very provisions of this bill obviate the need for guaranteed 
loans. The rule of ratemaking has been liberalized. The railroads 
are given authority over the discontinuance of unprofitable interstate 
services of any train or ferry unless the ICC orders otherwise. The 
agricultural commodities exemption has been frozen so that there 
will no longer be a whittling away of regulated categories of traffic to 
the exempt status. The definition of private carriage by motor 
vehicle has been tightened so as to eliminate pseudo-private carriage. 
These provisions should correct some of the basic troubles which have 
weakened the railroads financially. 

Further, there are other Federal Government measures that will 
help legislation Congress should initiate. The wartime excise taxes 
on freight and passenger transportation can be repealed. Deprecia- 
tion allowances can be liberalized. These congressional actions would 
greatly help the railroads. 

It would seem to me that the States have equal responsibility with 
the Federal Government in seeing to it that the common carrier system 
is maintained in a healthy condition. State laws which hamper the 
railroads or trucks from conducting economical and efficient service 
are a detriment to the carriers and the public generally. They un- 
necessarily increase the expenses of the carriers and ultimately result 
in increased rates and fares which the public must pay. 

This bill offers relief, without section 2. When added to the provi- 
sions of this bill are: (1) more economic and efficient operation by the 
railroads; (2) the additional Federal corrective legislation herein men- 
tioned such as excise tax repeal, and (3) State tax and service readjust- 
ment, the conclusion may well be that Government-guaranteed loans 
are premature and a most dangerous precedence in the name of helping 
the railroads. By establishing through public credit the Government- 
guaranteed loan before taking the other corrective action we may 
perpetuate the very mistakes that now need correction. 








APPENDIXES 
ApPpENDIX A 


INTERSTATE COMMERCE COMMISSION BuREAU OF Motor CARRIERS 
Rutine No. 107, Section 203 (b) (6), Marcu 19, 1958 


The following is an administrative ruling of the Bureau of Motor 
Carriers, for the purpose of making readily available holdings of the 
Commission and the courts, and Bureau opinions, relating to the status 
of various commodities under the partial exemption in section 203 
(b) (6) of the Interstate Commerce Act. The “Bureau opinions” in 
this ruling are tentative and provisional and are made either in the 
absence of authoritative Commission or court decisions or in applying 
the holdings and reasoning of court decisions which have reversed or 
altered past general and specific findings of the Commission. 


GENERAL 


This ruling relates to section 203 (b) (6) as it presently reads: 

‘Nothing in this part, except the provisions of section 204 relative 
to qualifications and maximum hours of service of employees and 
safety of operation or standards of equipment shall be construed to 
include * * * (6) motor vehicles used in carrying property consisting 
of ordinary livestock, fish (including shell fish), or agricultural (in- 
cluding horticultural) commodities (not including manufactured 
products thereof), if such motor vehicles are not used in carrying any 
other property, or * passengers, for compensation; * * *.” 

Pending before the Congress are bills which if enacted into law 
would limit or revise the application of the exemption and render 
obsolete many of the interpretations herein. 

For each entry in the commodity list there is shown either the 
snaiioe — to one of the C ommission or court decisions in the 
case list, or the words ‘Bureau opinion,” the latter denoting an in- 
formal canmetion of the Bureau. In a few instances reference is made 
to a numbered note appended to the ruling. Certain of these explain 
the reason for Bureau opinions which differ from past Commission 
decisions. Others mention pending Commission proceedings which 
may affect the status of commodities making reference thereto. 

Though commodities are shown as either “exempt” or “not exempt,”’ 
it must be kept in mind that an “exempt”? commodity loses its e xemp- 
tion whenever it is transported in a vehicle which at the same time is 
transporting for compensation commodities not within the exemption. 

The absence of a commodity from the list below should not be taken 
to mean that it is either within or not within the exemption. Only 
those commodities are listed as to which inquiries have been received 
in the past by the Bureau or which have been the subject of Com- 
mission or court proceedings. 


W. Y. Buanninea, Director. 
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Commopity List 

Alfalfa, see ‘‘Feeds.”’ 

Animal fats: Not exempt; Bureau opinion. 

Animals, see “Livestock.” 

Bagged commodities: Placing exempt commodities in bags does not affect their 
exempt status; case 1. 

Bark, see ‘‘Forest products.” 

Barley, see ‘‘Grains.”’ 

Bees: Exempt, case 1. 

Beeswax, crude, in cakes and slabs; exempt, Bureau opinion. 

Beet pulp, see ‘‘Feeds.”’ 

Beets, sugar: Exempt; case 1. 

Berries, see ‘‘Fruits.”’ 

Bran, see ‘‘Feeds.”’ 

Broom corn, threshed and baled: Exempt; Bureau opinion. 

Bulbs, see “Horticultural commodities.” 

Butter: Not exempt; case 20. 

Buttermilk: Exempt; case 20. 

Canned fruits and vegetables: Not exempt; case 20. 

Carnauba wax as imported in slabs or chunks: Not exempt; Bureau opinion. 

Castor beans: Exempt; case 1. 

Cattle, live, see “Livestock.” 

Cattle, slaughtered: Not exempt; case 20. 

Charcoal: Not exempt; Bureau opinion. 

Cheese: Not exempt; case 1. 

Cheese, cottage: Not exempt; case 20. 

Cheese, cream: Not exempt; case 20. 

Christmas trees, plain, sprayed, or coated: Exempt; Bureau opinion. 

Citrus fruits, see “‘Fruits.” 

Coal: Not exempt; Bureau opinion. 

Coca beans: Exempt; case 1 (b); note 1. 

Coffee beans, green: Exempt; case 1 (b); note 1. 

Coffee, roasted: Not exempt; Bureau opinion. 

Coffee, instant: Not exempt; Bureau opinion. 

Containers, crates, and boxes which have been used in the movement of exempt 
commodities and are being returned for reuse: Exempt; case 8. 

Containers, new for use in shipping exempt commodities: Not exempt; case 8. 

Copra meal: Not exempt; case 6. 

Corn, see ‘“‘Grain.”’ 

Corncobs: Exempt; case | 

Corncobs, ground: Exempt; Bureau opinion; note 4 

Corn fodder: Exempt; case 1. 

Cottage cheese, see ‘‘Cheese.”’ 

Cotton, carded but not spun, woven, or knitted: Exempt; Bureau opinion; note 5. 

Cotton, ginned or unginned: Exempt; case 1. 

Cotton linters: Exempt; case 20. 

Cotton waste, consisting of scraps of cotton fiber not spun, woven or knitted: 
Exempt; Bureau opinion; note 5. 

Cotton yarn: Not exempt; Bureau opinion. 

Cottonseed, whole: Exempt; case 1. 

Cottonseed cake: Not exempt; Bureau opinion. 

Cottonseed, dehulled: Exempt; Bureau opinion. 

Cottonseed hulls: Exempt; case 20. 

Cottonseed meal: Not exempt; case 20. 

Crates, see ‘‘Containers.”’ 

Cream, see “Milk.” 

Cream cheese, see ‘“‘Cheese.”’ 

Dehydrated, see commodity name, ‘Fruits,’ ““Vegetables,”’ “Eggs,” ete. 

Diatomaceous earth: Not exempt; Bureau opinion. 

Dinners, frozen: Not exempt; Bureau opinion. 

Dinners, seafood, frozen: Not exempt; case 7; note 6 

Dried, see commodity name, ‘“‘Fruits,’”’ ‘‘“Vegetables,” ‘‘Eggs,’’ etc. 
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Eggs 


Albumen, fresh, liquid: Exempt; case 5. 


Dried: Exempt; case 20. 

Frozen: Exempt; case 20 

In shell: Exempt; case 1. 

Liquid, whole or separated: Exempt; case 5. 
Oiled: Exempt; case 1. 

Powder, dried: Exempt; case 20. 

Shelled: Exempt; case 5. 

Yolks, dried: Exempt; case 20. 

Yolks, fresh, liquid: Exempt; case 5. 


, animal: Not exempt; Bureau opinion. 


hers: Exempt, case 20. 


Feeds: 


Alfalfa meal: Not exempt; Bureau opinion. 
Alfalfa pellets: Not exempt; Bureau opinion. 
Beet pulp: Not exempt; case 6. 

Bran shorts: Not exempt; case 6. 

Copra meal: Not exempt; case 6. 

Corn gluten: Not exempt; Bureau opinion. 
Cottonseed products, see ‘‘Cottonseed.”’ 


Distilled corn grain residues, with or without solubles added: Not exempt; 


case 6. 
Fish meal: Not exempt; case 6. 
Hominy feed: Not exempt; Bureau opinion. 
Middlings: Not exempt; case 6. 
Oat hulls, ground: Exempt; Bureau opinion; note 4. 


Pelletized ground refuse screenings: Not exempt; case 6. 


ie 
Screenings, feed: Exempt; case 6. 

Wheat bran: Not exempt; Bureau opinion. 
Wheat shorts: Not exempt; Bureau opinion. 


Fertilizer, commercial: Not exempt; Bureau opinion. 


Fish 


(ineluding shellfish): 


General—Frozen, quick frozen, and unfrozen fish and shellfish in the various 
forms in which it is shipped, such as live fish, fish in the round, beheaded, 
and gutted fish, filletted fish, beheaded shrimp, and oysters, clams, crabs, 
and lobsters, with or without shells, including crab meat and lobster meat: 


Exempt, case 11. 


Breaded, uncooked, frozen or unfrozen: Exempt; administrative ruling No. 


98, November 28, 1955. 
Cakes, codfish: Not exempt; case 7; note 6. 
Clam juice or broth: Not exempt; Bureau opinion. 


Cooked or partially cooked fish or shrimp, frozen or unfrozen: Not exempt; 


administrative ruling No. 98, November 28, 1955. 


Croquettes, salmon, frozen: Not exempt; case 7; note 6. 
Deviled crabs, clams, or lobsters, frozen: Not exempt; case 7; note 6. 


Dinners, frozen: Not exempt; case 7; note 6. 


Fried fish fillets, oysters, or scallops, frozen: Not exempt; case 7; note 6. 


Frogs, live or dressed: Exempt; Bureau opinion. 
Frozen, see ‘‘General’”’ above, and individual listings. 


Hermetically sealed in containers as a treatment for preserving: Not exempt; 


ease 11. 


Hermetically sealed in containers for cleanliness only, preservation attained 


by refrigeration; exempt; Bureau opinion. 
Meal: Not exempt; case 6. 


Offal (inedible portions of fish not further processed): Exempt; Bureau 


opinion. 
Oil from fishes: Not exempt; Bureau opinion. 


Preserved, or treated for preserving, such as smoked, salted, pickled, spiced, 


corned or kippered: Not exempt; case 11. 


Shells, oyster, moving to market for use in buttonmaking: Not exempt; 


case 16. 


Stew, consisting of raw oysters or claims, milk, and seasoning, frozen but 


uncooked: Exempt; Bureau opinion. 
Sticks, frozen: Not exempt; case 7; note 6. 
Turtles, sea or fresh water: Exempt; Bureau opinion. 
Whale meat, fresh: Exempt; Bureau opinion. 








tice, bran: Exempt; Bureau opinion; compare case 12. 
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Flagstone: Not exempt; Bureau opinion. 
Flax fiber: Exempt; case 1. 
Flaxseed, whole: Exempt; case 1. 
Flaxseed meal: Not exempt; Bureau opinion. 
Flour: Not exempt; Bureau opinion. 
Flowers and flower plants, see ‘‘ Horticultural commodities.”’ 
Fodder, corn and sorghum: Exempt; case 1. 
Forage, see ‘‘ Hay.” 
Forest products: 
Bark: Exempt; case 1. 
Bark, boiled to clean and soften: Exempt; Bureau opinion. 
Blankets of pine and spruce boughs: Exempt; Bureau opinion. 
Greenery: Exempt; case 1. 
Holly sprigs, and cuttings: Exempt; Bureau opinion. 
Leaves: Exempt; case 1. 
Leaves, sisal, husks and moisture removed: Exempt, Bureau opinion. 
Mistletoe: Exempt; Bureau opinion. 
Myrobalons, as imported in natural state: Exempt; Bureau opinion. 
Palmyra stalk fibers (fronds from palm leaves): Exempt; Bureau opinion. 
Peat moss, dried, shredded, baled: Exempt; case 22. 
Resin, crude: Exempt; case 1. 
Resin products, such as turpentine: Not exempt; administrative ruling No. 
62, August 3, 1937. 
Roots, natural or dried: Exempt; Bureau opinion. 
Sap, maple: Exempt; case 1. 
Spanish moss: Exempt; case 1. 
Sphagnum moss: Exempt; Bureau opinion. 
Spices, see separate listing, ‘“‘Spices.”’ 
Trees, see separate listing, ‘‘Trees.” 
Valonia, as imported in natural state: Exempt; Bureau opinion. 
Wreaths of holly or other natural material with small amount of foundation 
or decorative material: Exempt; Bureau opinion. 
Frogs, see ‘‘Fish.’’ 
Frozen, see commodity name, ‘‘Fruits,’”’ ‘‘Vegetables,”’ ‘‘Fish,’’ Poultry,” ete. 
Fruits and berries: 
Bagged: Exempt; case 1. 
Canned: Not exempt; case 20. 
Citrus fruit sections, fresh, cold-packed, semifrozen, or frozen: Exempt; 
Bureau opinion; note 2. 
Color added: Exempt; case 1. 
Dates, pitted, dried: Exempt; Bureau opinion. 
Dehydrated: Exempt; Bureau opinion; note 3. 
Dried, naturally or artificially: Exempt; cases 1 and 20. 
Figs, dried, halved or quartered: Exempt; Bureau opinion. 
Frozen, fresh: Exempt; case 20. 
Fumigated: Exempt; case 1. 
Graded: Exempt; case 1. 
Hulls of oranges after juice extractions: Not exempt; Bureau opinion, 
In brine, to retain freshness: Exempt; Bureau opinion. 
Juice, orange or other citrus: Not exempt; case 17. 
Juice, fruit, plain or concentrated: Not exempt; Bureau opinion. 
Kernels: Exempt; Bureau opinion. 
Oiled apples: Exempt; case 1. 
Peaches, peeled, pitted, and put in cold storage in unsealed containers: 
Exempt; case 20. 
Quick frozen, fresh: Exempt; case 21. 
Pies, frozen: Not exempt; case 14. 
Preserved, such as jam: Not exempt; Bureau opinion. 
Purees, strawberry and other, frozen: Not exempt; case 7; note 6. 
Raisins, seeded or unseeded: Exempt; Bureau opinion. 
Sliced, fresh or frozen: Exempt; Bureau opinion; note 2. 


Strawberries, in sirup and unsealed containers in cold storage: Exempt; 
case 20. 











32 


Grains: 
Artificially dried: Exempt; case 1. 
Barley, rolled: Exempt; case 20. 
Barley, whole: Exempt; case 1. 
Corn, cracked: Exempt; Bureau opinion. 
Corn, shelled: Exempt; case 1. 
Corn, whole: Exempt; case 1. 
Feeds, see separate heading ‘‘Feeds,”’ 
Hulls, see ‘‘Feeds.”’ 
Milo maize: Exempt; Bureau opinion. 
Oats, whole: Exempt; case 1. 
Oil extracted from grain: Not exempt; Bureau opinion. 
Popcorn, popped: Not exempt; Bureau opinion. 
Popcorn, unpopped, shelled, in sealed or unsealed containers: Exempt; 
ureau opinion. 
Rice bran: Exempt; Bureau opinion; compare case 12. 
Rice, brewers: Exempt; Bureau opinion. 
Rice, clean: Exempt; cases 12 and 20. 
Rice, polish: Exempt; case 20. 
Rice, precooked: Not exempt; Bureau opinion. 
Rice, whole: Exempt; case 1. 
Rye, whole: Exempt; case 1. 
Sorghum grains, whole: Exempt; case 1. 
Wheat germ: Not exempt; Bureau opinion. 
Wheat, whole: Exempt; case 1. 
Grass sod: Exempt; Bureau opinion. 
Gravel: Not exempt; Bureau opinion. 
Greenery, see ‘‘Forest products.” 
Grinding, see note 4. 
Hair, alpaca, camel, or goat, clipped from animal: Exempt; Bureau opinion. 
Hair, hog or other animal, product of slaughter of animal: Not exempt; Bureau 
opinion. 
erent forage, dried naturally or artificially: Exempt; case 1, 
Hay and forage, chopped: Exempt; case 20. 
Hay and forage, dehydrated: Exempt; case 1. 
Hay and forage, salt (from salt marshes): Exempt; Bureau opinion. 
Hay and forage, sweetened with 3 percent molasses by weight: Not exempt; 
Bureau opinion. 
Hemp fiber: Exempt; case 1. 
Herbs, see ‘‘Spices.”’ 
Hides, green and salted: Not exempt; cases 1 and 23. 
Honey, in the comb or strained: Exempt; case 1. 
Honey, heat treated to retard granulation: Exempt; Bureau opinion. 
Hops: Exempt; case 1. 
Horticultural commodities: 
Bulbs: Exempt; Bureau opinion. 
Flowers, growing or cut: Exempt; Bureau opinion. 
Leaves, natural or dried: Exempt; Bureau opinion. 
Nursery stock: Exempt; Bureau opinion. 
Plants, vegetable and flower: Exempt; Bureau opinion. 
Roots, rhubarb, asparagus, mint, etc.: Exempt; Bureau opinion. 
Trees, growing, balled in earth: Exempt; Bureau opinion. 
Wreaths, holly or other natural material, with small amount of foundation 
or decorative material: Exempt; Bureau opinion. 
Humus, of a nature similar to peat moss: Exempt; Bureau opinion. 
Ice for cooling subsequent shipments of exempt commodities: Exempt; adminis- 
trative ruling No. 63, August 3, 1937. 
Imported commodities: Have same status as domestic; cases 1 (b) and 22. 
Insecticides: Not exempt; Bureau opinion. 
Juices, see ‘Fruits.”’ 
Jute fiber, in bales: Exempt; Bureau opinion. 
Kelp, dried, ground: Exempt; Bureau opinion; note 4. 
Latex, see ‘‘Rubber.”’ 
Leaves, see ‘‘Forest products’ 
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Livestock: 

Exhibit animals, such as those of 4~H Club members, which though showed 
for a few days, are chiefly valuable for slaughter: Exempt; Bureau opinion. 

Medical use animals, such as ordinary healthy swine for serum manufacture: 
Exempt; Bureau opinion. 

Monkeys: Not exempt; Bureau opinion. 

Ordinary, i. e., all cattle, swine, sheep, goats, horses, and mules, except such 
as are chiefly valuable for breeding, racing, show purposes, and other special 
uses: Exempt; case 1. 

Race horses: Not exempt; case 1. 

Registered or purebred cattle for ordinary farm or ranch uses, not chiefly 


valuable for breeding, race, show, or other special purposes: Exempt; 
Bureau opinion. 


Show horses: Not exempt; case 1. 
Zoo animals: Not exempt; Bureau opinion. 
Limestone, agricultural: Not exempt; Bureau opinion. 
Linseed meal, see ‘‘ Meal.” 
Lumber, rough sawed or planed: Not exempt; cases 1 and 9. 
Manure, in natural state: Exempt; case 1. 
Manure, dried or dehydrated, bagged; Exempt; Bureau opinion. 
Maple sap: Exempt; case 1. 
Maple syrup: Not exempt; Bureau opinion. 
Meal, alfalfa: Not exempt; Bureau opinion. 
Meal, copra: Not exempt; case 6. 
Meal, cottonseed: Not exempt; case 20. 
Meal, fish: Not exempt; case 6. 
Meal, flaxseed: Not exempt; Bureau opinion. 
Meal, linseed: Not exempt; Bureau opinion. 
Meal, peanut: Not exempt; Bureau opinion. 
Meal, soybean: Not exempt; Bureau opinion. 
Meat and meat products, fresh, frozen or canned: Not exempt; cases 1 and 20. 
Milk and cream: 
Buttermilk: Exempt; case 20. 
Chocolate: Not exempt; case 1. 
Condensed: Not exempt; case 20. 
Frozen: Exempt; case 20. 
Homogenized: Exempt; case 1. 
Pasteurized: Exempt; cases 1 and 20. 
Powdered: Exempt; case 20. 
Raw: Exempt; case 1. 
Skim: Exempt; cases 1 and 20. 
Skim, with two-thirds of water removed, in bulk or unsealed containers: 
Exempt; Bureau opinion. 
Standardized: Exempt; case 1. 
Sterilized in hermetically sealed cans: Not exempt; Bureau opinion. 
Vitamin A: Exempt; cases 1 and 20. 
Milo, see ‘‘Grains.”’ 
Mohair, raw, cleaned, or scoured: Exempt; case 1 (a). 
Molasses: Not exempt; Bureau opinion. 
Moss, see “‘ Forest products.” 
Mushrooms, fresh: Exempt; case 4. 
Nursery stock, see ‘‘Horticultural commodities.” 
Nuts, (including peanuts): 
Peanut meal: Not exempt; Bureau opinion. 
Peanut shells, ground: Exempt; case 20; note 4. 
Polished: Exempt; Bureau opinion. 
Raw, shelled or unshelled: Exempt; cases 1, 3, and 18. 
Roasted or boiled: Not exempt; Bureau opinion. 
Shelled, raw: Exempt; cases 3 and 18. 
Shells: Exempt; Bureau opinion. 
Shells, ground peanuts: Exempt; case 20; note 4. 
Unshelled, raw: Exempt; case 1. 
Oats, see ‘‘Grains.”’ 
Oil, mint: Not exempt; case 1. 
Oil, extracted from vegetables, grain, seed, fish, or other commodity: Not exempt; 
Bureau opinion. 
Packaged commodities: Packaging exempt commodities does not affect their 
exempt status; case 1. 
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Peanuts, see ‘‘Nuts.” 

Peat moss, see ‘‘Forest products.” 

Pelletized feeds, see ‘‘Feeds.”’ 

Pelts: Not exempt; case 1. 

Pies, frozen: Not exempt; case 14. 

Pigeons, racing: Not exempt, case 13. 

Plants, vegetable or flower, see ‘Horticultural commodities.”’ 

Poles, see ‘‘Trees.” 

Popcorn, see ‘“‘Grains.”’ 

Poultry, dressed, fresh or frozen: Exempt; case 19. 

Poultry feathers: Exempt; case 20. 

Poultry, frozen: Exempt; case 19. 

Poultry, live: Exempt; case 1. 

Poultry, picked: Exempt; case 20. 

Poultry, stuffed and frozen: Exempt; Bureau opinion. 

Pulp, beet: Not exempt; case 6. 

Pulp, sugarcane: Not exempt; Bureau opinion. 

Purees, see ‘‘Fruits.”’ 

Rabbits, dressed: Exempt; Bureau opinion. 

Raisins, see ‘Fruits.’ 

Ramie fiber: Exempt; case 1. 

Resin, see ‘‘Forest products.” 

Rice, see ‘‘Grains.” 

Rock: Not exempt; Bureau opinion. 

Roots, see ‘Forest products.” ‘‘Horticultural commodities.” 

Rubber, crude, in bales: Not exempt; Bureau opinion. 

Rubber, latex, natural, liquid, from which water has been extracted and to which 
ammonia has been added: Not exempt; case 15. 

Rye, see “Grains.” 

Sand: Not exempt; Bureau opinion. 

Sap, see ‘‘Forest products.” 

Sawdust, from lumber mills: Not exempt; Bureau opinion. 

Seeds: 

Cotton, see ‘‘Cottonseed.”’ 

Deawned: Exempt; case 20. 

Flax, see ‘‘Flaxseed.”’ 

Inoculated: Exempt; case 1. 

Meal made from seeds, see ‘‘Meal.’’ 

Natural: Exempt; case 1. 

Oil extracted from seeds: Not exempt; case 1. 

Packets or boxes of seeds in display racks: Exempt; Bureau opinion. 

Searified: Exempt; case 20. 

Screened or sized: Exempt; case 2. 

Spice, see ‘‘Spices.”’ 

Sprayed for disease control: Exempt; case 2. 
Seaweed, dried, ground: Exempt; Bureau opinion; note 4. 
Shells, nut, see ‘‘Nuts.’’ 

Shells, oyster, see “‘Fish.’’ 

Shingle bolts, see ‘‘Trees.’’ 

Skins, animal: Not exempt; cases 1 and 23 

Sliced, see commodity name, ‘‘Fruits,’”’ ‘‘Vegetables,’’ etc. 

Soil, potting: Not exempt; Bureau opinion. 

Soil, top: Not exempt; Bureau opinion. 

Sorghum fodder: Exempt; case 1. 

Sorghum grains: Exempt; case 1. 

Soup, frozen: Not exempt; Bureau opinion. 

Spices and herbs, unground, whether seeds, berries, leaves, bark, or roots: Exempt; 
Bureau opinion. 

Spices and herbs, ground but not further processed: Exempt; Bureau opinion; 
note 4. 

Stover: Exempt; case 1. 

Straw: Exempt; case 1. 

Sugar: Not exempt; case 1. 

Sugar beets: Exempt; case 1. 

Sugarcane: Exempt; case 1. 

Sugarcane pulp: Not exempt; Bureau opinion. 

Sugar, raw: Not exempt; Bureau opinion. 

Syrup, cane: Not exempt; case 1. 
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Syrup, maple: Not exempt; Bureau opinion. 
Tea: Exempt; case 1 (b); note 1. 
Telephone poles, see ‘‘Trees.”’ 
Textile waste, see ‘‘Cotton waste.” 
Tobacco: 
Chopped leaf: Exempt; Bureau opinion. 
Cigars and cigarettes: Not exempt; Bureau opinion. 
Homogenized: Not exempt; Bureau opinion. 
Leaf: Exempt; case 1. 
Redried leaf: Exempt; case 1 (a). 
Smoking: Not exempt; Bureau opinion. 
Stemmed leaf: Exempt; Bureau opinion. 
Stems: Exempt; Bureau opinion. 
Topsoil: Not exempt; Bureau opinion. 
Trees: 
Bolts for making shingles: Exempt; Bureau opinion. 
Brush, mesquite, twigs and debris burned off: Exempt; Bureau opinion. 
Christmas, plain, sprayed, or coated: Exempt; Bureau opinion. 
Cut to length, peeled, or split: Exempt; case 1. 
Growing, see ‘Horticultural commodities.”’ 
Sawed into lumber: Not exempt; case 1. 
Shingle bolts: Exempt; Bureau opinion. 
Telephone poles, not creosoted: Exempt; Bureau opinion. 
Turtles, see “Fish.” 
Vegetables: 
Bagged: Exempt; case 1. 
Beans, dried artificially and packed in small container: Exempt; case 20. 
Candied sweet potatoes, frozen: Not exempt; case 7; note 6. 
Canned: Not exempt; case 20. 
Cooked: Not exempt; Bureau opinion. 
Cucumbers, salt cured: Exempt; case 1 (b); note 1. 
Cured: Exempt; case 1. 
Cut up, fresh, in cellophane bags: Exempt; case 20. 
Dried, naturally or artificially: Exempt; cases 1 and 2. 
Dehydrated: Exempt; Bureau opinion; note 3. 
French fried potatoes: Not exempt; case 10. 
Frozen, fresh: Exempt; case 21. 
Garlic powder: Exempt; Bureau opinion; notes 3 and 4. 
Graded: Exempt; case 1. 
Oil extracted from vegetables: Not exempt; Bureau opinion. 
Onion powder: Exempt; Bureau opinion; notes 3 and 4. 
Onion chips and flakes, dried: Exempt; Bureau opinion; note 3. 
Peas, split: Exempt; Bureau opinion. 
Peeled uncooked: Exempt; Bureau opinion. 
Powder onion and garlic: Exempt; Bureau opinion; notes 3 and 4. 
Quick frozen, fresh: Exempt; case 21. 
Shelled: Exempt; Bureau opinion. 
Soup, frozen: Not exempt; Bureau opinion. 
Soybean meal: Not exempt; Bureau opinion. 
Washed, fresh, in cellophane bags: Exempt; case 20. 
Whale meat, see ‘‘Fish.’’ 
Wheat, see “Grains.” 
Wheat products, see ‘“‘Feeds,”’ ‘‘Flour.”’ 
Wood chips for making woodpulp: Not exempt; Bureau opinion. 
Wool, raw, cleaned, or scoured: Exempt; case 1 (a). 
Wool grease, as obtained from cleaning or scouring process: Exempt; Bureau 
opinion. 
Wool tops and noils: Exempt; Bureau opinion; note 5. 
Wool waste, carded but not spun, woven or knitted: Exempt; Bureau opinion; 
note 5. 
Wool yarn: Not exempt; Bureau opinion. 
Wreaths, see ‘‘Forest products.” 
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CasE Lists 


COMMISSION 


1. Determination of Exempted Agricultural Commodities (52 M. C. C. 511). 

1. (a) Determination of Exempted Agricultural Commodities (62 M. C. C. 87). 

(b) Determination of Exempted Agricultural Commodities, (MC—C-968, First 
Supplemental Report, decided February 11, 1958). 

. Blythe Common Carrier Application (66 M. C. C. 560). 

. Bonney Motor Express, Inc., Extension (69 M. C. C. 480). 

. Dougherty Common Carrier Application (31 M. C. C. 793). 

Erickson Transport Corp., Extension—Madison, South Dakota (decided Decem- 
ber 31, 1957, MC-—113908 Sub 21). 

6. Herrett Trucking Co., Inc., Extension—Feeds (69 M. C. C. 487). 

7. Hughes Extension—Frozen Foods (71 M. C. C. 457). 

8. Karst Extension—Containers (62 M. C. C. 579). 

9. Lewis Common Carrier Application (69 M. C. C. 603). 

10. Midwest Coast Transport, Inc., Extension—Montana (MC-111812 Sub 27, 

decided December 31, 1957). 

11. Monark Egg Corp., Contract Carrier Application (52 M. C. C. 576). 

12. Penn-Dizie Lines, Inc., Extension—Rice (72 M. C. C. 797). 

13. Prang Extension—Homing Pigeons (53 M. C. C. 223). 

14. Refrigerated Transport Co., Inc., Extension, Frozen Foods (72 M. C. C. 459). 

15. Shipley Transfer, Inc., Extenston—Liquid Latex (52 M. C. C. 806). (Not 

printed.) 
16. Sprofera Common Carrier Application (66 M. C. C. 128). 
17. Watkins Motor Lines, Inc., Interpretation (64 M. C. C, 455). 


— 


Cue obo 


COURT 


18. Consolidated Truck Service, Inc. v. U. S. and I. C.C. (144 F. Supp. 814). 

19. East Texas Motor Freight Lines, Inc. v. Frozen Food Express (351 U. 8. 49). 

20. Frozen Food Express v. U. S. and I. C. C. (148 F. Supp. 399, affirmed without 
opinion 355 U. 5. 6). 

21. Home Transfer & Storage Co. v. U.S. and I. C. C. (141 F. Supp. 599, affirmed 
without opinion, 352 U. 8. 884). 

22. Premier Peat Moss Corp. v. U. S. (147 F. Supp. 169). 

23. Southwestern Trading Co. v. U.S. (208 F. 2d 708). 


Notes 


Norte 1.—The report in Determination of Exempted Agricultural Commodities 
(MC-—C-968), First Supplemental Report, decided February 11, 1958, was 
served on February 14, 1958. Whether any petitions for reconsideration will be 
filed is not known at this time. 

Norse 2.—In Penn-Dizie (68 M. C. C. 29) Division 1 of the Commission held 
fresh citrus fruit sections not to be within the exemption. However, this decision 
was rendered prior to the affirmance by the United States Supreme Court of the 
court decisions in J. C. C. v. Home Transfer & Storage Co. (141 F. Supp. 599, 
352 U. S. 884) and in Frozen Food Express v. U. S. (148 F. Supp. 399, 355 U. S. 6). 
In the former case peeled and sliced frozen peaches were held to be within the 
exemption, and in the latter case cut up vegetables and peeled and pitted peaches 
were held to be within the exemption. 

Nore 3.—In the Determination case (52 M. C. C. 511), the Commission held 
that dehydrated vegetables do not come within the exemption. However, that 
position would seem no longer valid in view of the recent holding in Frozen Food 
Express v. U. 8S. (148 F. Supp. 399), that dried egg powder, dried egg yolks and 
powdered milk are within the exemption, which holding was affirmed by the 
United States Supreme Court in 355 U. S. 6. 

Note 4.—It is rather clear from the Determination case (52 M. C. C. 511) that 
the Commission considered grinding to be manufacturing, though it did not 
specifically so hold. The Bureau until recently considered all ground commodities 
to be not exempt. In Herrett (69 M. C. C. 487, (January 29, 1957)) the Com- 
mission, Division 1, held ground oat hulls not within the exemption. This, 
however, was prior to the expiration of the date for appeal in Frozen Food Express 
v. U.S. and I. C. C. (148 F. Supp. 399), in which the Court held, among other 
things, that ground peanut shells, dried egg powder, and powdered milk are 
within the exemption. No appeal was taken as to ground peanut shells, and on 
appeal the United States Supreme Court affirmed the decision as to the two 
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powdered commodities. The Court opinion does not describe the grinding and 
powdering processes there involved, but in an early Commission case, Harris and 


Callis (4 M. C. C. 169), it was said that ground peanut shells are produced by 
pulverization in a hammer mill. 


In view of the Court holdings, which now are final, the Bureau no longer 
considers that grinding alone removes a commodity from the exemption. How- 
ever, manufacturing which follows or precedes grinding may have this effect. 
Thus the bolting which produces flour would make that commodity nonexempt. 
Also meals produced by grinding commodities from which the oil has been ex- 
tracted are considered not within the exemption. Thus in the Frozen Food case, 
mentioned above, the court held cottonseed meal not to be within the exemption. 

Nore 5.—In view of the “substantial identity” test of the United States 
Supreme Court in East Texas Motor Freight Lines, Inc. v. Frozen Food Express 
(351 U. S. 49) the Bureau takes the view that the exemption includes cotton or 
wool which has been combed or carded but not spun, woven or knitted. Thus 
wool tops and noils are now considered within the exemption. Also considered 
within the exemption is waste which consists of scraps or discards of cotton or 


wool fibers resulting from the handling and processing in mills, but not waste 
made up of scraps of thread, yarn, or cloth. 


Note 6.—This holding was made in Hughes (71 M. C. C. 457), which proceed- 
ing later was reopened for further hearing. Pending final determination of the 
proceeding the holding cannot be considered an authoritative decision of the 
Commission. However, these same commodities were held not exempt in Bureau 


opinions rendered previous to the decision. Compare administrative ruling 
No. 98. 


ApPENDIx B 
CHANGES IN Existinec Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


INTERSTATE COMMERCE ACT, AS AMENDED 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


SHORT TITLE 


This Act may be cited as the Interstate Commerce Act. 


NATIONAL TRANSPORTATION POLICY 


It is hereby declared to be the national transportation policy of the 
Congress to provide for fair and impartial regulation of all modes of 
transportation subject to the provisions of this Act, so administered 
as to recognize and preserve the inherent advantages of each; to 
promote safe, adequate, economical, and efficient service and foster 
sound economic conditions in transportation and among the several 
carriers; to encourage the establishment and maintenance of reason- 
able charges for transportation services, without unjust discrimina- 
tions, undue preferences or advantages, or unfair or destructive 
competitive practices; to cooperate with the several States and the 
duly authorized officials thereof; and to encourage fair wages and 
equitable working conditions; all to the end of developing, coordinat- 
ing, and preserving a national transportation system by water, high- 
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way, and rail, as well as other means, adequate to meet the needs of 
the commerce of the United States, of the Postal Service, and of the 
national defense. All of the provisions of this Act shall be admin- 
istered and enforced with a view to carrying out the above declaration 
of policy. 


Part I 
REGULATION IN GENERAL; CAR SERVICE; ALTERATION OF LINE 


(1) That the provisions of this part shall apply to common carriers 
engaged in— 

(a) The transportation of passengers or property wholly by rail- 
road, or partly by railroad and partly by water when both are used 
under a common control, management, or arrangement for a contin- 
uous carriage or shipment; or 

(b) The transportation of oil or other commodity, except water and 
except natural or artificial gas, by pipe line, or partly by pipe line and 
partly by railroad or by w ater; or 

From one State or Territor y of the United States, or the District 
of Columbia, to any other State or Territory of the United States, or 
the District of Columbia, or from one place in a Territory to another 
place in the same Territory, or from any place in the United States 
through a foreign country to any other place in the United States, or 
from or to any place i in the United States to or from a foreign countr y; 
but only in so far as such transportation takes place within “the United 
States. 

(2) The provisions of this part shall also apply to such transporta- 
tion of passengers and property, but only in so far as such transporta- 
tion takes place within the United States, but shall not apply— 

(a) To the transportation of passengers or property, or to the 
receiving, delivering, storage, or handling of property, wholly within 
one State and not ‘shippe .d to or from a foreign country from or to 
any place in the United States as aforesaid, except as otherwise provided 
in this part; 

(b) or 

(c) To the transportation of passengers or property by a carrier 
by water where such transportation would not be subject to the 
provisions of this part except for the fact that such carrier absorbs, 
out of its port-to-port water rates or out of its proportional through 
rates, any switching, terminal, lighterage, car rental, trackage, 
handling, or other charges by a rail carrier for services within the 
switching, drayage, lighterage, or corporate limits of a port terminal 
or district. 

(3) (a) The term ‘common carrier’ as used in this part shall 
include all pipe-line companies; express companies; sleeping-car com- 
panies; and all persons, natural or artificial, engaged in such trans- 
portation as aforesaid as common carriers for hire. Wherever the 
word “‘carrier’”’ is used in this part it shall be held to mean ‘common 
carrier.”’ The term ‘“railroad’”’ as used in this part shall include all 
bridges, car floats, lighters, and ferries used by or operated in con- 
nection with any railroad, and also all the road in use by any common 
carrier operating a railroad, whether owned or operated under 
contract, agreement, or lease, and also all switches, spurs, trac ie 
terminals, and terminal facilities of every kind used or necessary in 
the transportation of the persons or property designated herein, in- 








TRANSPORTATION ACT OF 1958 39 


cluding all freight depots, yards, and grounds, used or necessary in the 
transportation or delivery of any such property. The term ‘‘trans- 
portation” as used in this part shall include locomotives, cars, and 
other vehicles, vessels, and all instrumentalities and facilities of ship- 
ment or carriage, irrespective of ownership or of any contract, express 
or implied, for the use thereof, and all services in connection with the 
receipt, delivery, elevation, and transfer in transit, ventilation, re- 
frigeration or icing, storage, and handling of property transported. 
The term ‘‘person” as used in this part includes an individual, firm, 
copartnership, corporation, company, association, or joint-stock 
association; and includes a trustee, receiver, assignee, or personal 
representative thereof. 

(b) For the purposes of sections 5, 12 (1), 20, 204 (a) (7), 210, 
220, 304 (b), 310, and 313 of this Act, where reference is made to 
control (in referring to a relationship between any person or persons 
and another person or persons), such reference shall be construed to 
include actual as well as legal control, whether maintained or exer- 
cised through or by reason of the method of or circumstances sur- 
rounding organization or operation, through or by common directors, 
officers, or stockholders, a voting trust or trusts, a holding or invest- 
ment company or companies, or through or by any other direct or 
indirect means; and to include the power to exercise control. 

(4) It shall be the duty of every common carrier subject to this 
part to provide and furnish transportation upon reasonable request 
therefor, and to establish reasonable through routes with other such 
carriers, and just and reasonable rates, fares, charges, and classifica- 
tions applicable thereto; and it shall be the duty of common carriers 
by railroad subject to this part to establish reasonable through routes 
with common carriers by water subject to part III, and just and 
reasonable rates, fares, charges, and classifications applicable thereto. 
It shall be the duty of every such common carrier establishing through 
routes to provide reasonable facilities for operating such routes and 
to make reasonable rules and regulations with respect to their opera- 
tion, and providing for reasonable compensation to those entitled 
thereto; and in case of joint rates, fares, or charges, to establish just, 
reasonable, and equitable divisions thereof, which shall not unduly 
prefer or prejudice any of such partic ipating carriers. 

(5) All charges made for any service rendered or to be rendered in 
the transportation of passengers or property, or in connection there- 
with, shall be just and reasonable, and every unjust and unreasonable 
charge for such service or any part thereof is prohibited and declared 
to be unlawful. 

(5%) Nothing in this Act shall be construed to prevent any common 
sarrier subject to this Act from entering into or operating under any 
contract with any telephone, telegraph, or cable company, for the 
exchange of their services. 

(6) It is hereby made the duty of all common carriers subject 
to the provisions of this part to establish, observe, and enforce just 
and reasonable classifications of property for transportation, with 
reference to which rates, tariffs, regulations, or practices are or may 
be made or prescribed, and just and reasonable regulations and 
practices affecting classifications, rates, or tariffs, the issuance, form, 
and substance of tickets, receipts, and bills of lading, the manner 
and method of presenting, marking, packing, and delivering property 
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for transportation, the facilities for transportation, the carrying of 
personal, sample, and excess baggage, and all other matters relating to 
or connected with the receiving, handling, transporting, storing, and 
delivery of property subject to the provisions of this part which may 
be necessary or proper to secure the safe and prompt receipt, handling, 
transportation, and delivery of property subject to the provisions 
of this part upon just and reasonable terms, and every unjust and 
unreasonable classification, regulation, and practice is prohibited and 
declared to be unlawful. 

(7) No common carrier subject to the provisions of this part shall, 
after January first, nineteen hundred and seven, directly or indirectly, 
issue or give any interstate free ticket, free pass, or free transportation 
for passengers, except to its employees, its officers, time inspectors, 
surgeons, physicians, and attorneys at law, and the families of any 
of the foregoing; to the executive officers, general chairmen, and 
counsel of employees’ organizations when such organizations are au- 
thorized and designated to represent employees in accordance with 
the. provisions of the Railway Labor Act; to ministers of religion, 
traveling secretaries of railroad Young Men’s Christian Associations, 
inmates of hospitals and charitable and eleemosynary institutions, 
and persons exclusively engaged in charitable and eleemosynary work; 
to indigent, destitute, and homeless persons, and to such persons 
when transported by charitable societies or hospitals, and the neces 
sary agents employed in such transportation; to inmates of the Na- 
tional Homes or States Homes for Disabled Volunteer Soldie ‘rs, and 
of Soldiers’ and Sailors’ Homes, including those about to enter and 
those returning home after discharge; to necessary caretakers of live 
stock, poultry, milk, and fruit; to employees on slee ping cars, express 
cars, and to linemen of telecraph and telephone companies; to railway 
mail-service employees and persons in charge of the mails when on 
duty and traveling to and from duty, and all duly accredited agents 
and officers of the Post Office Department and the Railway Mail 
Service and post-office inspectors while traveling on official business, 
upon the exhibition of their credentials; to customs inspectors, and 
immigration officers; to newsboys on trains, baggage agents, witnesses 
attending any legal investigation in which the common carrier is 
interested, persons injured in wrecks and physicians and nurses attend- 
ing such persons: Provided, That this provision shall not be construed 
to prohibit the interchange of passes for the officers, agents, and 
employees of common carriers, and their families; nor to prohibit any 
common carrier from carrying passengers free with the object of pro- 
viding relief in cases of ge neral. epidemic, pestilence, or other calamitous 
visitation: And provided further, That this provision shall not be con- 
strued to prohibit the privilege of passes or franks, or the exchange 
thereof with each other, for the officers, agents, employees, and their 
families of such telegraph, telephone and cable lines, and the officers, 
agents, employees and their families of other common carriers subject 
to the provisions of this part: Provided further, That the term ‘‘em- 
ployees” as used in this paragraph shall include furloughed, pensioned, 
and superannuated employees, persons who have become disabled or 
infirm in the service of any such common carrier, and the remains of 
a person killed in the employment of a carrier and ex-employees 
traveling for the purpose of entering the service of any such common 
carrier; and the term “families” as used in this paragraph shall include 
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the families of those persons named in this proviso, also the families 
of persons killed, and the widows during widowhood and minor chil- 
dren during minority of persons who died, while in the service of any 
such common carrier. Any common carrier violating this provision 
shall be deemed guilty of a misdemeanor, and for each offense, on 
conviction, shall pay to the United States a penalty of not less than 
one hundred dollars nor more than two thousand dollars, and any 
person, other than the persons excepted in this provision, who uses any 
such interstate free ticket, free pass, or free transportation shall be 
subject to a like penalty. Jurisdiction of offenses under this provision 
shall be the same as that provided for offenses in an Act entitled “An 
Act to further regulate commerce with foreign nations and among the 
States,’’ approved February nineteenth, nineteen hundred and t 

and any amendment thereof. 

(8) From and after May first, nineteen hundred and eight, it shall 
be unlawful for any railroad company to transport from any State, 
Territory, or the District of Columbia, to any other State, Territory, 
or the District of Columbia, or to any foreign country, any article or 
commodity, other than timber and the manufactured products thereof, 
manufactured, mined, or produced by it, or under its authority, or 
which it may own in whele or in part, or in which it may have any 
interest, direct or indirect, except such articles or commodities as may 
be necessary and intended for its use in the conduct of its business 
as a common carrier. 

(9) Any common carrier subject to the provisions of this part, 
upon application of any lateral, branch line of railroad, or of any 
shipper tendering interstate traffic for transportation, shall construct, 
maintain, and operate upon reasonable terms a switch connection 
with any such lateral, branch line of railroad, or private side track 
which may be constructed to connect with its railroad, where such 
connection is reasonably practicable and can be put in with safety and 
will furnish sufficient business to justify the construction and mainte- 
nance of the same; and shall furnish cars for the movement of such 
traffic to the best of its ability without discrimination in favor of or 
against any such shipper. If any common carrier shall fail to install 
and operate any such switch or connection as aforesaid, on application 
therefor in writing by any shipper or owner of such lateral, branch line 
of railroad, such shipper or owner of such lateral, branch line of rail- 
road may make complaint to the Commission, as provided in section 
thirteen of this part, and the Commission shall hear and investigate 
the same and shall determine as to the safety and practicability thereof 
and justification and reasonable compensation therefor, and the Com- 
mission may make an order, as provided in section fifteen of this part, 
directing the common carrier to comply with the provisions of this 
section in accordance with such order, and such order shall be enforced 
as hereinafter provided for the enforcement of all other orders by the 
Commission, other than orders for the payment of money. 

(10) The term “car service” in this part shall include the use, 
control, supply, movement, distribution, exchange, interchange, and 
return of locomotives, cars, ‘and other vehicles used in the transporta- 
tion of property, including special types of equipment, and the supply 
of trains, by any carrier by railroad subject to this part. 

(11) It shall be the duty of every carrier by railroad subject to this 
part to furnish safe and adequate car service and to establish, observe, 
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and enforce just and reasonable rules, regulations, and practices with 
respect to car service; and every unjust and unreasonable rule, regula- 
tion, and practice with respect to car service is prohibited and declared 
to be unlawful. 

(12) It shall also be the duty of every carrier by railroad to make 

just and reasonable distribution of cars for transportation of coal 
among the coal mines served by it, whether located upon its line or 
lines or customarily dependent upon it for car supply. During any 
period when the supply of cars available for such service does not 
equal the requirements of such mines it shall be the duty of the 
carrier to maintain and apply just and reasonable ratings of such 
mines and to count each and every car furnished to or used by any 
such mine for transportation of coal against the mine. Failure or 
refusal so to do shall be unlawful, and in respect of each car not so 
counted shall be deemed a separate offense, and the carrier, receiver, 
or operating trustee so failing or refusing shall forfeit to the United 
States the sum of $100 for each offense, which may be recovered in a 
civil action brought by the United States. 

(13) The Commission is hereby authorized by general or special 
orders to require all carriers by railroad subject to this part, or any 
of them, to file with it from time to time their rules and regulations 
with respect to car service, and the Commission may, in its discretion, 
direct that such rules and regulations shall be incorporated in their 
schedules showing rates, fares, and charges for transportation, and be 
subject to any or all of the provisions of this part relating thereto. 

(14) (a) The Commission may, after hearing, on a complaint or 
upon its own initiative without complaint, establish reasonable rules, 

regulations, and practices with respect to car service by common car- 

riers by railroad subject to this part, including the compensation to 
be paid and other terms of any contract, agreement, or arr angement 
for the use of any locomotive, car, or other vehicle not owned by the 
carrier using it (and whether or not owned by another carrier), and 
the penalties or other sanctions for nonobservance of such rules, regu- 
lations, or practices. 

(b) It shall be unlawful for any common carrier by railroad or ex- 
press company, subject to this part, to make or enter into any con- 
tract, agreement, or arrangement with any person for the furnishing 
to or on behalf of such carrier or express company of protective service 
against heat or cold to property transported or to be transported in 
interstate or foreign commerce, or for any such carrier or express com- 
pany to continue ‘after April 1, 1941, as a party to any such contract, 
agreement, or arrangement unless and until such contr act, agreement, 
or arrangement has ‘been submitted to and approved by the Commis- 
sion as just, reasonable, and consistent with the public interest: 
Provided, That if the Commission is unable to make its determination 
with respect to any such contract, agreement, or arrangement prior 
to said date, it may extend it to not later than October 1, 1941. 

(15) W henever the Commission is of opinion that. shortage of 
equipment, congestion of traffic, or other emergency requiring im- 
mediate action exists in any section of the country, the Commission 
shall have, and it is hereby given, authority, either upon complaint or 
upon its own initiative without complaint, at once, if it so orders, 
without answer or other formal pleading by the interested carrier or 
carriers, and with or without notice, hearing, or the making or filing 
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of a report, according as the Commission may determine: (a) to 
suspend the operation “of any or all rules, regulations, or practices then 
established with respect to car service for such time as may be deter- 
mined by the Commission; (b) to make such just and reasonable 
directions with respect to car service without regard to the ownership 
as between carriers of locomotives, cars, and other vehicles, during 
such emergency as in its opinion will best promote the service in the 
interest of the public and the commerce of the people, upon such 
terms of compensation as between the carriers as they may agree upon, 
or, in the event of their disagreement, as the Commission may after 
subsequent hearing find to be just and reasonable; (c) to require such 
joint or common use of terminals, including main-line track or tracks 
for a reasonable distance outside of such terminals, as in its opinion 
will best meet the emergency and serve the public interest, and upon 
such terms as between the carriers as they may agree upon, or, in the 
event of their disagreement, as the Commission may after subsequent 
hearing find to be just and reasonable; and (d) to give directions for 
preference or priority in transportation, embargoes, or movement of 
traffic under permits, at such time and for such periods as it may deter- 
mine, and to modify, change, suspend, or annul them. In time of 
war or threatened war the President may certify to the Commission 
that it is essential to the national defense and security that certain 
traffic shall have preference or priority in transportation, and the 
Commission shall, under the power herein conferred, direct that such 
preference or priority be afforded. 

(16) Whenever the Commission is of opinion that any carrier by 
railroad subject to this part is for any reason unable to transport the 
traffic offered it so as properly to serve the public, it may, upon the 
same procedure as provided in paragraph (15), make such just and 
reasonable directions with respect to the handling, routing, and move- 
ment of the traffic of such carrier and its distribution over other lines 
of roads, as in the opinion of the Commission will best promote 
the service in the interest of the public and the commerce of the 
people, and upon such terms as between the carriers as they may 
agree upon, or, in the event of their disagreement, as the Commission 
may after subsequent hearing find to be just and reasonable. 

(17) (a) The directions of the Commission as to car service and to 
the matters referred to in paragraphs (15) and (16) may be made 
through and by such agents or agencies as the Commission shall 
designate and appoint for that purpose. It shall be the duty of all 
carriers by railroad subject to this part, and of their officers, agents, 
and employees, to obey strictly and conform promptly to such orders 
or directions of the Commission, and in case of failure or refusal on 
the part of any carrier, receiver, or operating trustee to comply with 
any such order or direction such carrier, receiver, or trustee shall be 
liable to a penalty of not less than $100 nor more than $500 for each 
such offense and $50 for each and every day of the continuance of 
such offense, which shall accrue to the United States and may be 
recovered in a civil action brought by the United States: Provided, 
however, That nothing in this part shall impair or affect the right of a 
State, in the exercise of its police power, to require just and reasonable 
freight and passenger service for intrastate business, except in so far 
as such requirement is inconsistent with any lawful order of the Com- 
mission made under the provisions of this part and ercept as otherwise 
provided jn_this part. 
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(b) It shall be unlawful for any person to offer or give or cause or 
procure to be offered or given, directly or indirectly, any money, 
property, or thing of value, or bribe in any other form whatsoever, to 
any person acting for or employed by any carrier by railroad subject c 
to this part with intent to influence his decision or action, or because of 
his decision or action, with respect to the supply, distribution, or 
movement of cars or other vehicles, or vessels, used in the transpor- 
tation of property. It shall be unlawful for any person acting for or 
employed by any carrier by railroad subject to this part to solicit, 
accept, or receive, directly or indirectly, any money, property, or 
thing of value, or bribe in any other form whatsoever, with intent to 
be influenced thereby in his decision or action, or because of his deci- 
sion or action, with respect to the supply, distribution, or movement 
of cars or other vehicles, or vessels, used in the transportation of prop- 
erty. Any person who violated the provisions of this subparagraph 
shall be deemed guilty of a misdemeanor and be subject for each offense 
to a fine of not more than $1,000, or imprisonment in the penitentiary 
for a term of not more than two years, or both such fine and imprison- 
ment. 

(18) After ninety days after this paragraph takes effect no carrier 
by railroad subject to this part shall undertake the extension of its 
line of railroad, or the construction of a new line of railroad, or shall 
acquire or operate any line of railroad, or extension thereof, or shall 
engage in transportation under this part over or by means of such 
additional or extended line of railroad, unless and until there shall first 
have been obtained from the Commission a certificate that the present 
or future public convenience and necessity require or will require the 
construction, or operation, or construction and operation, of such 
additional or extended line of railroad, and no carrier by railroad 
subject to this part shall abandon all or any portion of a line of rail- 
road, or the operation thereof, unless and until there shall first have 
been obtained from the Commission a certificate that the present or 
future public convenience and necessity permit of such abandonment. 
Nothing in this paragraph or in section 5 shall be considered to pro- 
hibit the making of contracts between carriers by railroad subject to 
this part, without the approval of the Commission, for the joint 
ownership or joint use of spur, industrial, team, switching, or side 
tracks. 

(19) The application for and issuance of any such certificate shall 
be under such rules and regulations as to hearings and other matters 
as the Commission may from time to time prescribe, and the provisions 
ot this part shall apply to all such proceedings. Upon receipt of any 
application for such certificate the Commission shall cause notice 
thereof to be given to and a copy filed with the governor of each State 
in which such additional or extended line of railroad is proposed to be 
constructed or operated, or all or any portion of a line of railroad, o 
the operation thereof, is proposed to be abandoned, with the right to 
be heard as hereinafter provided with respect to the hearing of com- 
plaints or the issuance of securities; and said notice shall also be 
published for three consecutive weeks in some newspaper of general 
circulation in each county in or through which said line of railroad is 
constructed or operates. 

(20) The Commission shall have power to issue such certificate as 
prayed for, or to refuse to issue it, or to issue it for a portion or portions 
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< a line of railroad, or extension thereof, described in the application, 

* for the partial exercise only of such right or privilege, and may 
ates h to the issuance of the certificate such terms and conditions as 
in its judgment the public convenience and necessity may require. 
From and after issuance of such certificate, and not before, the carrier 
by railroad may, without securing approval other than such certificate, 
comply with the terms and conditions contained in or attached to 
the issuance of such certificate and proceed with the construction, 
operation, or abandonment covered thereby. Any construction, 
operation, or abandonment contrary to the provisions of this para- 
graph or of paragraph (18) or (19) of this section may be enjoined by 
any court of competent jurisdiction at the suit of the United States, 
the Commission, any commission or regulating body of the State or 
States affected, or any party in interest; and any carrier which, or 
any director, officer, receiver, operating trustee, lessee, agent, or 
person, acting for or employ ed by such carrier, who knowingly author- 
izes, consents to, or permits any violation of the provisions of this 
paragraph or of paragraph (18) of this section, shall upon conviction 
thereof be punished by a fine of not more than. $5,000 or by imprison- 
ment for not more than three years, or both. 

(21) The Commission may, after hearing, in a proceeding upon 
ooinglaii or upon its own initiative without complaint, authorize or 
require by order any carrier by railroad subject to this part, party 
to such proceeding, to mele itself with safe and adequate facilities 
for performing as a common carrier its car service as that term is 
used in this part, and to extend its line or lines: Provided, That no 
such authorization or order shall be made unless the Commission finds, 
as to such extension, that it is reasonably required in the interest of 
public convenience and necessity, or as to such extension or facilities 
that the expense involved therein will not impair the ability of the 
carrier to perform its duty to the public. Any carrier subject to this 
part which refuses or neglects to comply with any order of the Com- 
mission made in pursuance of this paragraph shall be liable to a penalty 
of $100 for each day during which such refusal or neglect continues, 
which shall accrue to the United States and may be recovered in a 
civil action brought by the United States. 

(22) The authority of the Commission conferred by paragraphs 
(18) to (21), both inclusive, shall not extend to the construction or 
abandonment of spur, industrial, team, switching or side tracks, 
located or to be located wholly within one State, or of street, suburban, 
or interurban electric railways, which are not operated as a part or 
parts of a general steam railroad system of transportation. 

* * * * * * * 


COMPLAINTS TO AND INVESTIGATIONS BY COMMISSION 


Src. 13. (1) That any person, firm, corporation, company, or 
association, or any mercantile, agricultural, or manufacturing society 
or other organization, or any body politic or municipal organization, 
or any common carrier, complaining of anything done or omitted to 
be done by any « ommon carrier subject to the provisions of this part 
in contravention of the provisions thereof, may apply to said Com- 
mission by petition, which shall briefly state the facts; whereupon a 
statement of the complaint thus made shall be forwarded by the 
Commission to such common carrier, who shall be called upon to 
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satisfy the complaint, or to answer the same in writing, within a 
reasonable time, to be specified by the Commission. If such common 
carrier within the time specified shall make reparation for the injury 
alleged to have been done, the common carrier shall be relieved of 
liability to the complainant only for the particular violation of law 
thus complained of. If such carrier or carriers shall not satisfy the 
complaint within the time specified, or there shall appear to be any 
reasonable ground for investigating said complaint, it shall be the 
duty of the “Commission to investigate the matters complained of in 
such manner and by such means as it shall deem proper. 

(2) Said Commission shall, in like manner and with the same 
authority and powers, investigate any complaint forwarded by the 
railroad commissioner or railroad commission of any State or Territory 
at the request of such commissioner or commission, and the Interstate 
Commerce Commission shall have full authority and power at any 
time to institute an inquiry, on its own motion, in any case and as 
to any matter or thing concerning which a complaint is authorized 
to be made, to or before said Commission by any provision of this part, 
or concerning which any question may arise under any of the provi- 
sions of this part, or relating to the enforcement of any of the provi- 
sions of this part. And the said Commission shall have the same 
powers and authority to proceed with any inquiry instituted on its 
own motion as though it had been appealed to by complaint or petition 
under any of the provisions of this part, including the power to make 
and enforce any order or orders in the case, or valatlins to the matter 
or thing concerning which the inquiry is had excepting orders for the 
payment of money. No complaint shall at any time be dismissed 
because of the absence of direct damage to the complainant. Repre- 
sentatives of State commissions sitting with the Commission, under 
the provisions of this section, in cases pending before the Commission, 
shall receive such allowances for travel and subsistence expense as the 
Commission shall provide. 

(3) Whenever in any investigation under the provisions of this 
part, or in any investigation instituted upon petition of the carrier 
concerned, which petition is hereby authorized to be filed, there shall 
be brought in issue any rate, fare, charge, classification, regulation, 
or practice, made or imposed by authority of any State, or initiated 
by the President during the period of Federal control, the Commission, 
before proceeding to hear and dispose of such issue, shall cause the 
State or States interested to be notified of the proceeding. The Com- 
mission may confer with the authorities of any State having regulatory 
jurisdiction over the class of persons and corporations subject to this 
part or part IIT with respect to the relationship between rate structures 
and practices of carriers subject to the jurisdiction of such State 
bodies and of the Commission; and to that end is authorized and em- 
powered, under rules to be pr escribed by it, and which may be modified 
from time to time, to hold joint hearings with any such State regulat- 
ing bodies on any matters wherein the Commission is empowered 
to act and where the rate-making authority of a State is or may be 
affected by the action taken by the Commission. The Commission 
is also authorized to avail itself of the cooperation, services, records, 
and facilities of such State authorities in the enforcement of any pro- 
vision of this part or part IT. 

(4) Whenever in any such investigation the Commission, after full 
hearing, finds that any such rate, fare, charge, classification, regula- 
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tion, or practice causes any undue or unreasonable advantage, prefer- 
ence, or prejudice as between persons or localities in intrastate com- 
merce on the one hand and interstate or foreign commerce on the other 
hand, or any undue, unreasonable, or unjust discrimination against 
interstate or foreign commerce, which is hereby forbidden and de- 
clared to be unlawful, it shall prescribe the rate, fare, or charge, or the 
maximum or minimum, or maximum and minimum, thereafter to be 
charged, and the classification, regulation, or practice thereafter to be 
observed, in such manner as, in its judgment, will remove such ad- 
vantage, preference, prejudice, or discrimination. Such rates, fares, 
charges, classifications, regulations, and practices shall be observed 
while in effect by the carriers parties to such proceeding affected 
thereby, the law of any State or the decision or order of any State 
authority to the contrary notwithstanding. 


DISCONTINUANCE OR CHANGE OF CERTAIN OPERATIONS OR SERVICES 


Sec. 13a. (1) A carrier or carriers subject to this part, if their rights 
with respect to the discontinuance or change, in whole or in part, of the 
operation or service of any train or ferry engaged in the transportation 
of passengers or property in interstate, foreign and intrastate commerce, 
or any of them, or of the operation or service of any station, depot or other 
facility where passengers or property are received for transportation in 
interstate, foreign and intrastate commerce, or any of them, are subject 
to any provision of the constitution or statutes of any State or any regula- 
tion or order of (or are the subject of any proceeding pending before) any 
court or an administrative or regulatory agency of any State, may, but 
shall not be required to, file with the Commission, mail to the Governor 
of each State in which such train, ferry, station, depot or other facility 
is ope rated, and post in every station. depot o r other facility directly 
affected thereby, notice at least thirty days in ean of any such proposed 
discontinuance or change. The carrier or carriers filing such notice 
may discontinue or change any such operation or service pursuant to 
such notice except as otherwise ordered by the Commission pursuant to 
this section, the laws or constitution of any State, or the decision or order of, 
or the pendency of any proceeding before, any court or State authority 
to the contrary notwithstanding. Upon the filing of such notice the 
Commission shall have authority during said thirty days’ notice period, 
either upon complaint or upon its own initiative without complaint, to 
enter upon an investigation of the proposed discontinuance or change. 
Upon the institution of such investigation, the Commission, by order 
served upon the carrier or carriers affected thereby at least ten days prior 
to the day on which such discontinuance or change would otherwise become 
effective, may require such train, Jerry, station, depot, or other facility to 
be continued i in operation or service, in whole or in part, pending hearing 
and decision in such investigation, but not for a longer period than four 
months beyond the date when such discontinuance or change would 
otherwise have become effective. If, after hearing in such investigation, 
whether concluded before or after such discontinuance or change has 
become effective, the Commission finds that the operation or service of 
such train, ferry, station, depot, or other facility is required by public 
convenience and necessity and that such operation or service will not 
result in @ net loss therefrom to the carrier or carriers and wil not other- 
wise unduly burden interstate or foreign commerce, the Commission may 
by order require the continuance or restoration of operation or service 
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of such train, ferry, station, depot, or other facility, in whole or in part, 
for a period not to exceed one year from the date of such order. The 
provisions of this section shall not supersede the laws of any State or the 
orders or regulations of any administrative or regulatory body of any State 
applicable to such discontinuance or change unless notice as in this section 
provided is filed with the Commission. On the expiration of an order by 
the Commission after such investigation requiring the continuance or 
restoration of operation or service, the jurisdiction of any State as to such 
discontinuance or change shall no longer be super seded unless the proced ure 
provided by this section shall again be invoked by the carrier or carriers. 

(2) The provisions of this section shall not apply to the operations of 
or services performed by any carrier by railroad on a line of railroad 
located wholly within a single State. 

(3) The Commission, in cooperation with State utilities commissions, 
shall make a study of the passenger train deficit problem and report 
thereon to the Congress not later than June 80, 1959, together with such 
recommendations as the Commission deems to be necessary or appropriate. 

* . . * . * * 


RULE OF RATE MAKING 


Src. 15a. (1) When used in this section the term “rates’’ means 
rates, fares, and charges, and all classifications, regulations, and 
practices relating thereto. 

(2) In the exercise of its power to prescribe just and reasonable 
rates the Commission shall give due consideration, among other 
factors, to the effect of rates on the movement of traffic by the carrier 
or carriers for which the rates are prescribed; to the need, in the 
public interest, of adequate and efficient railway transportation serv- 
ice at the lowest cost consistent with the furnishing of such service; 
and to the need of revenues sufficient to enable the carriers, under 
honest, economical, and efficient management to provide such service. 

(3) In a proceeding involving competition between carriers of different 
modes of transportation, subject to this Act, the Commission, in deter- 
mining whether a rate is lower than a reasonable minimum rate, shall 
consider the facts and circumstances attending the movement of the traffic 
by the carrver or carriers to which the rate is applicable. Rates of a 
carrier shall not be held up to a particular level to protect the traffic of any 
other mode of transportotion, giving due consideration to the objectives of 
the national transportation policy declared in this Act. 

2 > a *K a * * 


DEFINITIONS 


Sec. 203. (a) As used in this part— 

(1) The term “person” means any individual, firm, copartnership, 
corporation, company, association, or aoa ‘*k association; and 
includes any trustee, receiver, assignee, or personal representative 
thereof. 

(2) The term “board” or ‘State board’? means the commission, 
board, or official (by whatever name designated in the laws of a 
State) which, under the laws of any State in which any part of the 
service in interstate or foreign commerce regulated by this part is 
performed, has or may hereafter have jurisdiction to grant or approve 
certificates of public convenience and necessity or permits to motor 
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carriers, or otherwise to regulate the business of transportation b 
motor vehicles, in intrastate commerce over the highways of aah 
State. 

(3) The term “Commission” means the Interstate Commerce 
aes 

(4) The term “joint board’ means any special board constituted 
as provided in section 205 of this part. 

(5) The term ‘‘certificate” means a certificate of public convenience 
and necessity issued under this part to common carriers by motor 
vehicle. 

(6) The term ‘‘permit’’ means a permit issued under this part to 
contract carriers by motor vehicle. 

(7) The term “license”? means a license issued under this part to a 
broker. 

(8) The term “State”? means any of the several States or the 
District of Columbia; and the term ‘‘United States” means the several 
States and the District of Columbia. 

(9) The term ‘‘express company” means any common carrier by 
express subject to the provisions of part I 

(10) The term ‘‘interstate commerce’ means commerce between 
any place in a State and any place in another State or between places 
in the same State through another State, whether such commerce 
moves wholly by motor vehicle or partly by motor vehicle and partly 
by rail, express, or water. 

(11) The term ‘‘foreign commerce”’ means commerce, whether such 
commerce moves wholly by motor vehicle or partly by motor vehicle 
and partly by rail, express, or water, (A) between any place in the 
United States and any place in a foreign country, or between places in 
the United States through a es country; or (B) between any 
place in the United States and any place in a Territory or possession of 
the United States insofar as such transportation takes place within 
the United States. The term “foreign commerce” also includes 
transportation between places in a foreign country, or between a place 
in one foreign country and a place in another foreign country, insofar 
as such transportation takes place within the United States, but only 
for purposes of the application, to carriers engaged in such transpor- 
tation, of the following provisions of this part: Section 215 (which 
relates to insurance for the protection of the public), section 221 
(which relates to designation of an agent for service of process), and 
those provisions of section 204 which relate to qualifications and 
maximum hours of service of employees and safety of operation and 
equipment. 

(12) The term “highway” means the roads, highways, streets, and 
ways in any State. 

(13) The term “motor vehicle” means any vehicle, machine, tractor, 
trailer, or semitrailer propelled or drawn by mechanical power and 
used upon the highways in the transportation of passengers or prop- 
erty, or any combination thereof determined by the Commission, but 
does not include any vehicle, locomotive, or car operated exclusively 
on a rail or rails, or a trolley bus operated by electric power derived 
from a fixed overhead wire, furnishing local passenger transportation 
similar to street-railway service. 

(14) The term “common carrier by motor vehicle’ means any 
person which holds itself out of the general public to engage in the 
transportation by motor vehicle in interstate or foreign commerce of 
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passengers or property or any class or classes thereof for compensa- 
tion, whether over regular or irregular routes, except transportation 
by motor vehicle by an express company to the extent that such trans- 
portation has heretofore been subject to part I, to which extent such 
transportation shall continue to be considered to be and shall be 
regulated as transportation subject to part I. 

(15) The term “contract carrier by motor vehicle’ means any per- 
son which engages in transportation by motor vehicle of passengers or 
property in interstate or foreign commerce, for compensation (other 
than transportation referred to in paragraph (14) and the exception 
therein), under continuing contracts with one person or a limited 
number of persons either (a) for the furnishing of transportation 
services through the assignment of motor vehicles for a continuing 
period of time to the exclusive use of each person served or (b) for 
the furnishing of transportation services designed to meet the distinct 
need for each individual customer. 

(16) The term “motor carrier’ includes both a common carrier by 
motor vehicle and a contract carrier by motor vehicle. 

(17) The term “private carrier of property by motor vehicle” 
means any person not include a in the terms “common carrier by motor 
vehicle” or ‘eontract carrier by motor vehicle’, who or which trans- 
ports in interstate or foreign commerce by motor vehicle property of 
which such person is the owner, lessee, or bailee, when such trans- 
portation is for the purpose of sale, lease, rent, or bailment, or in 
furtherance of any commercial enterprise. 

(18) The term “broker” means any person not included in the term 
Heo varrier’”’ and not a bona fide employee or agent of any such 

‘arrier, who or which, as principal or agent, sells or offers for sale any 
eananentation subject to this part, or negotiates for, or holds himself 
or itself out by solicitation, advertisement, or otherwise as one who 
sells, provides, furnishes, contracts, or arranges for such transportation. 

(19) The “services” and “transportation”? to which this part ap- 
plies include all vehicles operated by, for, or in the interest of any 
motor carrier irrespective of ownership or of contract, express or im- 
plied, together with all ae and property operated or controlled 
by any such carrier or carriers and used in the transportation of 
passengers or property in interstate or foreign commerce or in the 
performance of any service in connection therewith. 

(20) The term ‘interstate operation’? means any operation in 
aceesint commerce. 

(21) The term “foreign operation”? means any operation in foreign 
commerce. 

(22) The term “carrier of migrant workers by motor vehicle” 
means any person, including any “contract carrier by motor vehicle’, 
but not including any “common carrier by motor vehicle’, who or 
which transports in interstate or foreign commerce at any one time 
three or more migrant workers to or from their employment by any 
motor vehicle other than a passenger automobile or station wagon, 
except migrant workers transporting themselves or their immediate 
families. 

(23) The term ‘migrant worker’? means any individual proceeding 
to or returning from employment in agriculture as defined in section 
3 (f) of the Fair Labor Standards Act of 1938, as amended (29 U.S. C. 
203 (f)), or section 3121 (g) of the Internal Revenue Code of 1954 
(26 U.S. C. 3121 (g)). 
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(b) Nothing in this part, except the provisions of section 204 
relative to qualifications and maximum hours of service of employees 
and safety of operation or standards of equipment shall be construed 
to include (1) motor vehicles employed solely in transporting school 
children and teachers to or from school; or (2) taxic abs, or other motor 
vehicles performing a bona fide taxicab service, having a capacity of 
not more than six passengers and not operated on a regular route or 
between fixed termini; or (3) motor vebicles owned or operated by or 
on behalf of hotels and used exclusively for the transportation of 
hotel patrons between hotels and local railroad or other common 
carrier stations; or (4) motor vehicles operated, under authorization, 
regulation, and control of the Secretary of the Interior, principally for 
the purpose of transporting — in and about the national parks 
and national monuments; (4a) motor vehicles controlled and 
operated by any farmer sia used in the transportation of his agri- 
cultural (including borticultural) commodities and products thereof, 
or in the transportation of supplies to his farm; or (5) motor vehicles 
controlled and operated by a cooperative association as defined in 
the Agricultural Marketing Act, approved June 15, 1929, as amended, 
or by a federation of such cooperative associations, if such federation 
possesses no greater powers or purposes than cooperative associations 
so defined; or (6) motor vehicles used in carrying property consisting 
of ordinary livestock, fish (including shell fish), or agricultural (in- 
cluding horticultural) commodities (not including manufactured 
products thereof), if such motor vehicles are not used in carrying any 
other property, or passengers, for compensation : Provided, That the 
words “property consisting of ordinary livestock, fish (including shell 
fish), or agricultural (including horticultural) commodities (not including 
manufactured products thereof)’ as used herein shall include property 
shown as “Exempt” in the “Commodity List’? incorporated in ruling 
numbered 107, March 19, 1958, Bureau of Motor Carriers, Interstate 
Commerce Commission, but shall not include property shown therein as 
‘Not exempt’: Provided further, however, That notwithstanding the pre- 
ceding proviso the words “property consisting of ordinary livestock, fish 
(including shell fish), or agricultural (including horticultural) com- 
modities (not including manufactured products thereof)’’ shall not be 
deemed to include frozen fruits, frozen beriies, or frozen vegetables and 
shall be deemed to include fish or shell fish, and fresh or frozen products 
thereof containing seafood as the basic ingredient, whether breaded, 
cooked or otherwise prepared (but not including fish and shell fish which 
have been treated for preserving, such as canned, smoked, salted, pickled, 
spiced, corned or kippered products); or (7) motor vehicles used 
exclusively in the distribution of newspapers; or (7a) the transporta- 
tion of persons or property by motor vehicle when incidental to 
transportation by aircraft nor, unless and to the extent that the Com- 
mission shall from time to time find that such application is necessary 
to carry out the national transportation policy declared in this Act, 
shall the provisions of this part, except the provisions of section 204 
relative to qualifications and maximum hours of service of employees 
and safety of operation or standards of equipment apply to: (8) The 
transportation of passengers or property in interstate or foreign 
commerce wholly within a municipality or between contiguous munici- 
palities or within a zone adjacent to and commercially a part of any 
such municipality or municipalities, except when such transportation 
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is under a common control, management, or arrangement for a 
continuous carriage or shipment to or from a point without such 
municipality, municipalities, or zone, and provided that the motor 
carrier engaged in such transportation of passengers over regular or 
irregular route or routes in interstate commerce is also lawfully 
engaged in the intrastate transportation of passengers over the entire 
length of such interstate route or routes in accordance with the laws 
of each State having jurisdiction; or (9) the casual, occasional, or 
reciprocal transportation of passengers or property by motor vehicle 
in interstate or foreign commerce for compensation by any person not 
engaged in transportation by motor vehicle as a regular occupation or 
business, unless, in the case of transportation of passengers, such 
transportation is sold or offered for sale, or provided or procured or 
furnished or arranged for, by a broker, or by any other person who 
sells or offers for sale transportation furnished by a person lawfully 
engaged in the transportation of passengers by motor vehicle under a 
certificate or permit issued under this part or under a pending applica- 
tion for such a certificate or permit. 

(c) Except as provided in section 202 (c), section 203 (b), in the 
exception in section 203 (a) (14), and in the second proviso in section 
206 (a) (1), no person shall engage in any for-hire transportation 
business by motor vehicle, in interstate or foreign commerce, on any 
public highway or within any reservation under the exclusive jurisdic- 
tion of the United States, unless there is in force with respect to such 
person a certificate or a permit issued by the Commission authorizing 
such transportation, nor shall any person in connection with any other 
business enterprise transport property by motor vehicle in interstate or 
foreign commerce unless such transportation is incidental to, and in 
futherance of, a primary business enterprise (other than transportation) of 
such person. 

* * ~ * ” + x 


Parr V 
PURPOSE 


Src. 501. It is the purpose of this part to provide for assistance to 
common carriers by railroad subject to this Act to aid them in acquiring, 
constructing, or maintaining facilities and equipment for such purposes, 
and in such a manner, as to encourage the employment of labor and 
to foster the preservation and development of a national transportation 
system adequate to meet the needs of the commerce of the United States, 
of the postal service, and of the national defense. 


DEFINITIONS 


Sec. 502. For the purposes of this part— 

(a) The term “Commission”? means the Interstate Commerce 
Commission. 

(b) The term “additions and betterments or other capital expenditures” 
means expenditures for the acquisition or construction of property used in 
transportation service, chargeable to the road, property, or equipment 
investment accounts, in the Uniform System of Accounts prescribed by 
the Interstate Commerce Commission. 
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(c) The term “expenditures for maintenance of property’? means 
expenditures for labor, materials, and other costs incurred in maintaining, 
repairing, or renewing equipment, road, or property used in transportation 
service chargeable to operating expenses in accordance with the Uniform 
System of Accounts prescribed by the Commission. 


LOAN GUARANTIES 


Sec. 503. In order to carry out the purpose declared in section 501, 
the Commission, upon terms and conditions prescribed by it and con- 
sistent with the provisions of this part, may guarantee in whole or in part 
any public or private financing institution, or trustee under a trust in- 
denture or agreement for the benefit of the holders of any securities issued 
thereunder, by commitment to purchase, agreement to share losses, or 
otherwise, against loss of principal or interest on any loan, discount, or 
advance, or on any commitment in connection therewith, which may be 
made, or which may have been made, for the purpose of aiding any com- 
mon carrier by railroad subject to this Act in the financing or refinancing 
(1) of additions and betterments or other capital expenditures, made after 
January 1, 1957, or to reimburse the carrier for expenditures made from 
its own funds for such additions and betterments or other capital expendi- 
tures, or (2) of expenditures for the maintenance of property. 


LIMITATIONS 


Sec. 504. (a) No guaranty shall be made under section 508— 

(1) Unless the Commission is of the opinion that without such 
guaranty, in the amount thereof, the carrier would be unatle to 
obiain necessary funds, on reasonable terms, for the purposes for 
which the loan 1s sought. 

(2) If the loan involved is at a rate of interest which, in the judg- 
ment of the Commission, is unreasonably high, or if the terms of such 
loan permit full repayment more than fifteen years after the date 
thereof. 

(3) For any loan for expenditures for maintenance of property, if 
the principal of such loan, or the total of such principal and the 
unpaid principal of all other loans to the common carrier concerned 
for expenditures for maintenance of property guaranteed under this 
Act, exceeds 50 per centum of the aggregate amount charged in the 
accounts of such carrier for expenditures for maintenance of property 
during the calendar year next preceding the date of the application 
for such guaranty. 

(b) It shall be unlawful for any common carrier by railroad subject to 
this Act to declare any dividend on its preferred or common stock while 
there is any principal or interest remaining unpaid on any loan to such 
carrier made for the purpose of financing or refinancing expenditures for 
maintenance of property of such carrier, and guaranteed under this part. 


MODIFICATIONS 


Src. 505. The Commission may consent to the modification of the 
provisions as to rate of interest, time or payment of interest or principal, 
security, if any, or other terms and conditions of any guaranty which it 
shall have entered into pursuant to this part, or the renewal or extension of 
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any such guaranty, whenever the Commission shall determine it to be 
equitable to do so. 


PAYMENT OF GUARANTIES; ACTION TO RECOVER PAYMENTS MADE 


Sec. 506. (a) Payments required to be made as a consequence of any 
guaranty by the Commission made under this part shall be made by the 
Secretary of the Treasury from funds here by authorized to be appropriated 
in such amounts as may be necessary for the purpose of carrying out 
the provisions of this part. 

(6) In the event of any default on any such guaranteed loan, and 
payment in accordance with the guaranty by the United States, the 
Attorney General shall take such action as may be appropriate to recover 
the amount of such payments, with interest, from the defaulting carrier, 
carriers, or other persons liable therefor. 


GUARANTY FEES 


Sec. 507. The Commission shall prescribe and collect a guaranty fee 
in connection urth each loan guaranteed under this part. Such fees shall 
not exceed such amounts as the Commission estimates to be nece ssary to 
cover the administrative costs of carrying out the provisions of this part. 
Sums realized from such fees shall be deposited in the Treasury as 
miscellaneous recerpts. 


ASSISTANCE OF DEPARTMENTS OR OTHER AGENCIES 


Sec. 508. (a) To permit it to make use of such expert advice and 
services as it may require in carrying out the provisions of this part, the 
Commission may use available services and facilities of departments and 
other age neies and instrumentalities of the Government, with their consent 
and on a Tre imbursable basis. 

(b) De partme nts, age neies. and instrumentalities of the Government 
shall ere reise the ir powers, dutie 8, and functions mn such manner as will 
assist in carrying out the objective s of this part, 


ADMINISTRATIVE EXPENSES 


Src. 509. Administrative expenses under this part shall be paid from 
appropriations made to the Commission for administrative expenses. 


TERMINATION OF AUTHORITY 


Sec. 510. The authority granted by this part shall terminate at the 
close of March 31, 1961, except that its provisions shall remain in effect 
thereafter for the purposes of guaranties made by the Commission prior to 


that time. 
O 
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The Committee on the District of Columbia, to whom was referred 
the bill (S. 1706) to amend the act entitled ‘‘An Act to grant addi- 
tional powers to the Commissioners of the District of Columbia, and 
for other purposes’’, approved December 20, 1944, as amended, hav- 
ing considered the same, report favorably thereon without amend- 
ment and recommend that the bill S. 1706 do pass. 

The purpose of this bill is to amend the act of December 20, 1944 
(to grant additional powers to the Commissioners of the District of 
Columbia), so as to authorize the Commissioners to perform the 
following functions: 

(1) To purchase, sell, and to give to certain persons, institutions, 
and governmental agencies, both municipal and Federal, at the dis- 
cretion of the Commissioners or their designated agent, copies of 
various municipal regulations, and establish a fund, without fiscal- 
year limitation, from which the cost of procuring, handling, and 
mailing municipal publications will be defrayed and into which the 
receipts from the sale of such publications will be paid. 

(2) To make advance payments to Federal agencies for supplies to 
be furnished or work to be performed in accordance with agreements 
between the Commissioners and such agencies. 

(3) Empower the Commissioners to authorize the several depart- 
ments, establishments, bureaus, and offices of the government of the 
District of Columbia to place orders with other agencies of the District, 
and to make payment for such orders either in advance or on a reim- 
bursement basis. 


The District of Columbia, as is the case with any large municipal 
government, must, for the benefit of the public, the courts, and the 
officers and emplovees of the District, make available in printed form 
the regulations which have been adopted by the Commissioners 
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Certain of these regulations, as in the case of the Building Code, the 
Electrical Code, and the police regulations, are in the form of complete 
volumes consisting of a large number of pages, printed at considerable 
expense to the District. Accordingly, when such publications are 
made available to members of the public, a charge is made therefor to 
recover the cost to the District. Moreover, since the amendments of 
these regulations are likewise voluminous, the District makes a charge 
for the service of furnishing such amendments. 

Under existing law, it is necessary that the cost of reproducing each 
particular set of. regulations and the amendments thereto be paid out 
of the appropriation of the District department charged with the 
administration of such regulations. The receipts from the sale of 
such regulations, however, are deposited to the credit of the general 
fund of the District of Columbia, and such receipts do not continue 
available for the reproduction of regulations to replace those which 
are sold. 

In order to provide readily available funds for the reproduction and 
distribution of District publications, this legislation would authorize 
the establishment of a revolving fund not subject to fiscal year 
limitation, with an initial working capital of $50,000, into which 
shall be paid receipts from the sale of all District publications and 
from which the cost of reproducing, procuring, handling, and mailing 
such publications may be defrayed. 

Under existing law, there is no authority for the District to make 
advance payments to the Federal Government for supplies to be 
furnished or work to be performed. Frequently therefore, the District 
is unable to enter into an agreement with the Federal Government 
for the furnishing of supplies and work, to the District’s disadvantage. 
This bill would amend present law so as to authorize such advance 
payments to the Federal Government. 

This bill would also authorize the Commissioners to advance funds 
between appropriations of District departments, subject to adjust- 
ment upon a determination of actual cost, as a means of providing 
for the more expeditious handling of transactions between the various 
departments of the District government. 

The Board of Commissioners recommend enactment of this legis- 
lation. 

The enactment of this legislation would not involve any cost to the 
District of Columbia, inasmuch as the bill provides for the creation 
of a revolving fund. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new mé tter is printed in italic, 
existing law in which no change is proposed is shown in roman) : 


(58 Stat. 819) 


That the Commissioners of the District of Columbia are authorized 
and empowered within their discretion 

(a)—In accordance with such regulations as they may make, to 
provide for the waiver of payment by any person in the military 
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service of the United States of any annual or other periodic fee re- 
quired by law to be paid to the District of Columbia or to any District 
of Columbia board or commission as a condition to retaining or renew- 
ing any license or permit to engage in any business or calling or to 
practice any profession in the District of Columbia. 

(b) To make, adopt, and enforce regulations requiring persons, 
oar and corporations, other than utility companies, engaged within 
bm District of Columbia in the business of plumbing or gas fitting, 

r of installing, maintaining, or repairing heating, ventilating, air- 
condiienias or mechanical refrigerating ¢ apparatus, equipment, appli- 
ances, systems, or parts thereof, or of installing, maintaining, or repair- 
ing apparatus, equipment, fixtures, appliances , or wiring, using or 
conducting electric current, to furnish and keep in force a bond 
running to the District of Columbia with corporate surety authorized 
by the Secretary of the Treasury to do business pursuant to section 3 
of the Act of August 13, 1894 (28 Stat. 279), as amended (U. S. C., 
title 6, sec. 8), and by the totais Department of the District of 
Columbia to do business in the District of Columbia in an amount 
not exceeding $5,000, conditioned upon the performance in accordance 
with law and regulations in force in the District of Columbia of all 
such work undertaken by such person, firm, or corporation, and to 
keep the District of Columbia harmless from the consequences of 
any aud all acts performed by said person, firm, or corporation in 
connection with such business during the period covered by the said 
bond. 

The surety on any such bond may terminate its liability under such 
bond by giving thirty days’ written notice thereof, served either 
personally or by registered mail, to the principal and to the Com- 
missioners; and upon giving such notice the surety shall be discharged 
from all liability under such bond for any act or omission of the 
principal occurrmg after the expiration of thirty days from the date 
of service of such notice. Unless on or before the expiration of such 
period the principal shall duly file a new bond in like amount and 
conditioned as the original in substitution of the bond so terminated, 
the license of the principal to engage in such business shall likewise 
terminate upon the expiration of such period. Upon making any 
payment on account of its bond, the surety shall immediately notify 
the Commissioners. 

In the event the surety becomes insolvent or a bankrupt, or ceases 
to be authorized by the Secretary of the Treasury to do business 
pursuant to section 3 of the Act of August 13, 1894 (28 Stat. 279), as 
amended (U.S. C., title 6, see. 8), or by the Insurance Department of 
the District of Columbia, to do business in the District of Columbia, 
the principal shall, within ten days after notice thereof, given by the 
Commissioners duly file a new bond in like amount and conditioned 
as the original and if the principal shall fail to do so the license of such 
principal ‘shall terminate. If a rec overy be had on any bond the 
principal shall restore the bond to its original amount. 

Any person aggrieved by the violation of any law or regulation in 
force in the District of Columbia relating to such business shall have, 
in addition to his right of action against said person, firm, or corpora- 
tion, a right to bring suit against the surety on said bond, either alone 
or jointly with the principal thereon, and to recover in an amount 
not exceeding the penalty of the bond any damages sustained by 
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reason of any act, transaction, or conduct of the principal which is in 
violation of law or regulation in force in the District of Columbia 
relating to such business: Provided, however, That nothing in this 
section shall be construed to impose upon the surety on any such bond 
a greater liability than the total amount thereof or the amount remain- 
ing unextinguished by any prior recovery or recoveries as the case 
may be. 

The Commissioners shall furnish to anyone applying therefor a 
certified copy of any such bond filed with them upon payment of a 
fee to be fixed by the Commissioners therefor, and such certified copy 
shall be prima facie evidence in any court that such bond was duly 
executed and delivered by the person, firm, or corporation whose 
name appears therein. 

The Commissioners are further authorized to provide, in accord- 
ance with such regulations as they may prescribe, for the examina- 
tion of the qualifications and fitness of all applicants for licenses to 
engage in any of the businesses herein enumerated by a board, con- 
sisting of not less than two persons who have been actively e ngaged in 
the District of Columbia for at least five years next preceding their 
appointment in the business for which license is sought (one of whom 
shall have been an owner or manager and one of whom shall have 
been an emplovee competent to superintend the performance of work) 
and not less than one official of the District of Columbia, appointed 
by the said Commissioners: Provided, That nothing herein shall re- 
peal existing law relating to the examination and licensing of master 
plumbers and gas fitters. 

(ec) To rent any building or land belonging to the District of 
Columbia or under the jurisdiction of the Commissioners, or any 
available space therein, whenever such building or land, or space 
therein, is not then required for the purpose for which it was acquired, 
and to rent any used personal property belonging to the District of 
Columbia which is not then needed for the purpose for which it was 
acquired: Provided, That nothing contained in this paragraph shall 
have the effect of changing in any manner Public Law Numbered 732, 
Seventy-fourth Congress, entitled ‘““An Act to authorize the operation 
of stands in Federal buildings by blind persons, to enlarge the eco- 
nomic opportunities of the blind, and for other purposes’’, approved 
June 20, 1936. 

(d) To grant revocable permits upon such terms, conditions, bonds, 
and rentals as the Commissioners may impose for the construction of 
tunnels, and the laying of conduits and pipes in the alleys, streets, and 
avenues in the District of Columbia under the jurisdiction of the 
Commissioners. 

(e) To suspend, with or without pay, any officer or employee ap- 
pointed by them and, under such rules or regulations as they may 
prescribe, to delegate this power to any officers or employees of the 
District of Columbia. 

(f) To name highways and to name and change the name of any 
circle, bridge, building, or other public place or property in the 
District of Columbia under the jurisdiction of the Commissioners, 
and after public hearing to change the name of any highway under 
the jurisdiction of said Commissioners. 

(g) To fix, assess, and collect fees for copies of orders, regulations, 
permits, certificates, and transcripts of records furnished by the 
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District of Columbia, such fees to be paid to the Collector of Taxes 
and deposited in the Treasury of the United States to the credit of 
the District of Columbia. 

(h) Where not otherwise specifically provided, to prescribe a pen- 
alty upon conviction of a violation of any rule or regulation authorized 
by this Act by a fine of not more than $300 or imprisonment of not 
more than ninety days. 

(1) (1) To purchase and sell maps, and regulations and parts of regu- 
lations issued by any agency of the government of the District ef Columbia 
and amendments thereof, including linders therefor (hereinafter referred 
to as ‘‘material’’), at such prices as the Commissioners or their designated 
agent may from time to time determine to be necessary to approximate the 
cost thereof, including the ccst of distribution. All receipts from the sale 
of such inaterial on hand as of the effective date «f this amendment, shall 
be depcsited into a fund which is hereby established, to be known as the 

“District of Columbia Publications Fund’, which fund shall be availatle 
without fiscal year limitation for all necessary costs connected with the 
procurement, publication, and distribution of such material, including 
postage. There is hereby authorized to be appropriated from the revenues 
of the District of Columbia $50,000 to provide working capital, which 
sum shall be deposited to the credit of the fund established by this section, 
and receipts from the sale of such material shall likewise be deposited to 
the credit of such fund: Provided, That as soon as practicable after the 
close of each fiscal year, after prevision has been made for payment of all 
obligations then incurred, the amount in such fund in excess of $50,000 
shall be de pos ited to general revenues of the District of Columbia. 

(2) To issue such material without charge, in the discretion of the 
Commissioners, to officers and employees of the governments of the United 
States and the District of Columbia to States, Territories, and possessions 
of the United States, local governmental units, and foreign governments; 
to institutions of research and learning; to applicants for, or holders of, 
particular licenses issued by the District of Columbia; and to any other 
person when it is determined by said Commissioners or their designated 
agent or agents that it is in the best interest of the District of Columbia 
to furnish such material without charge; and to delegate to the heads of 
departments and agencies of the government of the District of Columbia 
the authority likewise to make the distribution authorized by this para- 
graph of such material as may be purchased by the departments and 
agencies. Material to be distributed under the authority of this para- 
graph shall be supplied to the District of Columbia department or agency 
proposing to make such distribution, only upon payment by the depart- 
ment or agency of the cost thereof. 

(7) To place orders, if they determine it to be in the best interest of 
the District of Columbia, with any Federal department, establishment, 
bureau, or office for materials, supplies, eyuipment, work, or services 
of any kind that such Federal agency may be in a position to supply 
or be equipped to render, by contract or otherwise, and shall pay promptly 
by check to such Federal agency, upon its written request, either in 
advance or upon furnishing or performance thereof, all or part of the 
estimated or actual cost thereof as determined by such department, 
establishment, bureau, or office as may be requisitioned; but proper 
adjustments on the basis of the actual costs of the materials, supplies or 
equipment furnished or work or services performed, paid for in advance, 
shall be made as may be agreed upon by the departments, establishments, 
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bureaus, or offices concerned. Orders placed as provided in this sub- 
section shall be considered as obligations upon appropriations in the 
same manner as orders or contracts placed uith private contractors. 

(k) To authorize any department, office, or agency of the District of 
Columbia government, when it is determined to be in the best interest of 
the District of Columbia so to do, to place orders with any other depart- 
ment, office, or agency of the District for materials, supplies, equipment, 
work, or services of any kind that such requisitioned department, office, or 
agency may be in a position to supply or equipped to render. The 
department, office, or agency placing any such orders shall either advance, 
subject to proper adjustment on the basis of actual cost, or reimburse, 
such department, office, or agency the actual cost of materials, supplies, 
or equipment | furnished or work or services perfor med as determined by 
such department, office, or agency as may be requisitioned. Orders placed 
as provided in this subsection shall be considered as obligations wpon 
appropriations in the same manner as orders or contracts placed with 
private contractors. 

(36 Stat. 208) 


DISTRICT OF COLUMBIA 


Contingent and miscellaneous expenses: To reimburse the appro- 
priation for contingent expenses of the government of the District of 
Columbia for the fiscal year nineteen hundred and ten, for cost of 
printing building regulations of the District of ( ‘olumbia, seven 
hundred and sixty-eight dollars and nine cents. 

[Hereafter the Commissioners of the District of Columbia are au- 
thorized to issue at not less than cost price and ten per centum thereof 
added, copies of building and other regulations of said District, and 
all moneys received from sale of said regulations shall be paid into the 
Treasury of the United States to the credit of the District of Columbia 
and the United States in equal parts.] 


(36 Stat. 1299) 


MISCELLANEOUS EXPENSES, SUPREME CouRT: * * * 

[The Commissioners of the District of Columbia are authorized 
hereafter to issue, in their discretion, without charge, to officers and 
the judiciary of the government of the District of Columbia, and to 
other officers of the Government, and to institutions of learning, and 
to State and city officials, by way of documentary exchange, copies of 
building, police, plumbing, and other municipal regulations made and 
published he them in their official capacity, not exceeding in all one 
hundred copies, and the remainder of such publications shall only be 
disposed of by sale at not less than the cost price and ten per centum 
thereof; and all moneys received from the sale of said regulations 
shall be paid into the Treasury of the United States to the credit of 
the District of Columbia and the United States in equal parts.] 


O 
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MIDDLE ATLANTIC SHRINE ASSOCIATION MEETING - 


Appropriations are authorized to pay the cost of providing 
edgieeans municipal services and to pay for other municipal expenses 
connected with the meeting, estimated at $144,500. 

The Secretary of the Interior and the Commissioners are author- 
ized to grant permits for the use of public space under their respective 
a tions, subject to certain limitations imposed by the resolution. 

The Commissioners are authorized to permit the installation of 
uae ary electrical facilities of all kinds, also subject to certain 
limite ations imposed by the resolution. 

The Secretary of Defense is authorized to lend certain equipment 
be cian to the Department of Defense to be used in connection with 
providing for the well-being of the expected crowds, also subject to 
limitations imposed by the resolution. 

The temporary placing of wires along and across the line of any 
parade for use by electric lighting and communications concerns is 
authorized. 

The effective period of the regulations authorized to be adopted 
and a penalty for their violation are prescribed. 

8. Finally, the resolution specifically exempts from its provisions 
the United States Capitol Building and Grounds, and other property 
under the jurisdiction of the Congress. 

The resolution provides the Commissioners, the Secretary of the 
Interior, and the Secretary of Defense with authority to take such 
action as may be necessary to handle the estimated 10,000 participants 
in the meeting, and the estimated 50,000 to 75,000 persons expected 
to view the parade to be held during the meeting. In general the 
resolution is designed to provide such authority as may be necessary 
to allow certain Federal officials and the Commissioners to cooperate 
fully with the Shrine officials in making the forthcoming Shrine 
convention in Washington a pleasant, safe, and memorable event. 

This legislation has the approval of the Board of Commissioners for 
the District of Columbia. 


O 
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AMENDING THE ACT OF JULY 1, 1902, TO EXEMPT CERTAIN COM- 
MON CARRIERS OF PASSENGERS FROM THE MILEAGE TAX 
IMPOSED BY THAT ACT AND FROM CERTAIN OTHER TAXES 


JUNE 18, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


; .. .UNEVERSI 1 
Mr. McMituan, from the Committee on the Distri@ poly ohdmbia 
submitted the following 


REPORT 


[To accompany H. R. 11246] 


BAAIN 


‘ 


REAMING ROOM 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 11246) to amend the Act of July 1, 1902, to exempt 
certain common carriers of passengers from the mileage tax imposed 
by that Act and from certain other taxes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of this legislation is to amend the act of July 1, 1902, to 
exempt certain common carriers of passengers from the mileage tax im- 
posed by that act and frem certain other taxes. 

A letter dated June 5, 1958, from the President of the Board of 
Commissioners of the District of Columbia to the chairman of the 
House District Committee is herewith made a part of this report. 


The Commissioners have for a report H. R. 11246, 85th 
Congress, entitled ‘A Bill to amend the Act of July 1, 1902, 
to exempt certain common carriers of passengers from the 
mileage tax imposed by that Act and frem certain other 
taxes.’”’ 

Subparagraph (b) of paragraph (31) of section 7 of the act 
of July 1, 1902 (82 Stat. 622, ch. 1352), as amended (sec. 
47-2331 (b), D. C. Code, 1951, Supp. VI), provides, in per- 
tinent part, as follows: 

“(b) Any person, partnership, association, trust, or 
corporation operating or proposing to operate any vehicle or 
vehicles not confined to rails or tracks for the transportation 
of passengers for hire over all or any portion of any defined 
route or routes in the District of Columbia * * * shall, on 
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or before the Ist day of October in each year, or before 
commencing such operation, submit to the Public Utilities 
Commission of the District of Columbia, in triplicate, an 
application for license, stating therein * * * the total 
number of vehicle-miles to be operated with such vehicles 
within the District of Columbia during the twelve month 
period beginning with the Ist day of November in the same 
year: * * *. The Public Utilities Commission shall there- 
upon verify and approve * * * each such statement * * * 
Upon receipt of the approved copy, and prior to the Ist day of 
November in the same year, or before commencing such 
operation, each such applicant shall pay to the Collector of Tazes, 
in lieu of any other personal or license tax, in connection with 
such operation, the sum of 1 cent for each vehicle-mile proposed 
to be operated in the District of Columbia in accordance with the 
application as approved. Upon presentation of the receipt 
for such payment, the Commissioners of the District of 
Columbia or their designated agent shall issue a license 
authorizing the applicant to carry on the operations embodied 
in the approved application. * * *”’. [Emphasis supplied.] 

H. R. 11246, if enacted, will exempt from the operation of 
the mileage tax effective October 1, 1958, applicants engaged 
in the transportation of passengers for hire principally within 
the commercial zone of Washington, D.C., as such commercial 
zone has been established on the date of enactment of H. R. 
11246 by the Interstate Commerce Commission for the pur- 
poses oe section 203 (b) (8) of the Interstate Commerce Act 
(49 U. C. 303 (b) (8)). A map showing the commercial 
zone of W ashington, as established by the Interstate Com- 
merce Commission and released by the Washington Board of 
Trade, is attached hereto. That zone includes Arlington and 
Fairfax Counties in Virginia, and Montgomery and Prince 
Georges Counties in Maryland. 

H. R. 11246 also proposes to exempt common carriers 
coming within its provisions from the gross sales tax levied 
under the District of Columbia Sales Tax Act; the compen- 
sating use tax levied under the District of Columbia Use 
Tax Act; the excise tax upon the issuance of titles to motor 
vehicles and trailers levied under subsection (j) of section 6 
of the District of Columbia Traffic Act of 1925 (D. C. Code, 
40-603 (j) (4); and the tax imposed on tangible personal prop- 
erty, to the same extent that the D. C. Transit System, Inc., 
is, on October 1, 1958, the effective date of H. R. 11246 
exempt from such taxes under section 8 (b) (5) of the act 
entitled ‘An act to grant a franchise to the D. C. Transit 
System, Inc., and for other purposes”, approved July 24, 
1956. It is believed that the following-named transporta- 
tion companies, that is, those companies operating princi- 
pally within the commercial zone of Washington, D. wen will 
be exempt from all of the foregoing taxes by the enactment 
of H. R. 11246: Alexandria, Barcroft & Washington Transit 
Co.; American Bus Lines, Inc.; Atwood Transport Lines, 
Ine.; Federal Coach Line; The Gray Line, Inc.; Suburban 
Transit Co.; Washington, Marlboro, Annapolis Transit Co. ; 
Washington, Virginia & Maryland Coach Co., Inc. 
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The estimated loss of revenue to the District of Columbia, 
in the event H. R. 11246 is enacted, will amount to approxi- 
mately $26,500 annually. 

Although the Commissioners have consistently opposed 
enactment of tax-exemption legislation, such as proposed 
by H. R. 11246, for the reason that such exemptions con- 
stitute further reductions m the revenues of the District of 
Columbia upon which the District depends for its operations, 
the Commissioners, in this case, although they cannot rec- 
ommend the enactment of H. R. 11246, nevertheless are not 
disposed to oppose H. R. 11246. The Commissioners are 
desirous of avoiding, so far as possible, increases in the fares 
charged by public carriers operating within the District, 
such as the transportation companies to which reference is 
made in this report. To the extent, therefore, that the 
exemption accorded by H. R. 11246 will tend to stabilize the 
existing fare structures of the companies affected by H. R. 
11246, the Commissioners believe that the traveling public 
will receive a benefit through the reduction in the cost of 
operation which will result to the transportation companies 
by the enactment of H. R. 11246. 
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Washington Board of Washington, D. C. Commercial Zone 
Nov. 1, 1948 Authorized |. C.C. Sept. 30, 1948. 
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CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black bracke ‘ts, new matter is printed in italic “S, 
existing law in which no change is proposed is shown in roman) 


District oF CoLumBiA Copkr 47-2331 (b); 47 Srar. 555 (b) 


(b) Any person, partnership, association, trust, or corporation 
operating or proposing to operate any vehicle or vehicles not confined 
to rails or tracks for the transportation of passengers for hire over all or 
any portion of any dened route or routes in the District of Columbia, 
except when such vehicle or vehicles are to be operated solely for sight- 
seeing purposes, shall, on or before the 1st day of October in each year, 
or before commence ing such operation, submit to the Public Utilities 
Commission of the District of Columbia, in triplicate, an application 
for license, stating therein the name of such person, partnership, 
association, trust, or corporation, the number and kind of each type 
of vehicle to be used in such operation, the schedule or schedules and 
the total number of vehicle-miles to be operated with such vehicle 
within the District of Columbia during the twelve month period be- 
ginning with the 1st day of November in the same year. The Public 
Utilities Commission shall thereupon verify and approve, or return to 
the applicant for correction and ‘Tesubmission, each such statement, 
and when approved, forward one copy thereof to the Commissioners of 
the District of Columbia or their designated agents and return one 
copy to the applicant. Upon receipt of the approved copy, and prior 
to the Ist day ‘a November in the same year, or before commencing 
such operation, each such applicant who is not otherwise exempt under 
this subparagraph from payment of the mileage tax Impose l by this sub- 
paragraph, shall pay to the Collector of Taxes, in lieu of any other 
franchise, personal or license tax, in connection with such operation, 
the sum of eight-tenths of 1 cent for each vehicle-mile proposed to be 
operated in the District of Columbia in accordance with the applica- 
tion as approved. Upon presentation of the receipt for such pay- 
ment, the Commissioners of the District of Columbia or their desig- 
nated agent shall issue a license authorizing the applicant to carry on 
the operations embodied in the approver d application. [[No increase 
of operations shall be commenced or continued unless and until an 
application similar to the orizinal and covering such increase in opera- 
tion shall have been approved and forwarded in the same manner and 
the corresponding additional payment made and license issued.] 
Upon receipt by the Commissioners of the District of Columbia, or their 
designated agent of the approved copy of the application of any applicant 
who is erempt under this subparagraph from payment of the mileage tax 
imposed by this subparagraph, the Commissioners of the District of 
Columbia or their designated agent shall issue a license authorizing the 
applicant to carry on the operations embodied in the approved application. 
No increase of operations shall be commenced or continued unless and 
until an application similar to the original and covering such increase in 
operations shall have been approved and forwarded in the same manner 
as the original and, if a payment is necessary, the corresponding addi- 
tional payment is made, and license issued. No applicant engaged in the 
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transportation of passengers for hire principally within the commercial 
zone of Washington, District of Columbia, as such commercial zone has 
been established on the date of enactment of this amendment by the 
Interstate Commerce Commission for the purposes of section 203 (6) (8) 
of the Interstate Commerce Act (49 U.S. C. 303 (6) (8)), shall be required 
to pay any tax under this section and no such applicant shall be subject to: 

(1) the gross sales tax levied under the District of Columbia Sales 
Tax Act; 

(2) compensating use tax levied under the District of Columbia 
Use Tax Act; 

(3) the excise tax upon the issuance of titles to motor vehicles and 
trailers levied under subsection (j) of section 6 of the District of 
Columbia Traffic Act of 1925 (D. C. Code 40-608 (7) (4)); 

(4) the tax that is imposed on tangible personal property, to ti ¢ 
same extent that the District of Columbia Transit System, Incor- 
porated, is exempt from such taxes on the effective date of this amend- 
ment, under section 8 (b) (5) of the Act entitled “‘An Act to grant 
a franchise to the District of Columbia Transit System, Incorporated, 
and for other purposes’’, approved July 24, 1956. 

No license shall be issued under the terms of this subparagraph with- 
out the approval of the Public Utilities Commission of the District of 


Columbia. 
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AMENDING THE ACT ENTITLED “AN ACT TO CONSOLIDATE THE 
POLICE COURT OF THE DISTRICT OF COLUMBIA AND THE 
MUNICIPAL COURT OF THE DISTRICT OF COLUMBIA, TO BE 
KNOWN AS ‘THE MUNICIPAL COURT FOR THE DISTRICT OF 
COLUMBIA’, TO CREATE ‘THE MUNICIPAL COURT OF APPEALS 
FOR THE DISTRICT OF COLUMBIA’, AND FOR OTHER PURPOSES”, 
APPROVED APRIL 1, 1942, AS AMENDED 


JUNE 18, 


1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. McMixuan, from the Committee on the District of Columbia, 


submitted the following UNIVERSITY 
OF MICHIGAN 


REPORT 


{To accompany H. R. 12643] MAIN 
SEAMING ROOM 

The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 12643) to amend the act entitled ‘‘An Act to consolidate 
the Police Court of the District of Columbia and the Municipal Court 
of the District of Columbia, to be known as “The Municipal Court for 
the District of Columbia’, to create ‘The Municipal Court of Appeals 
or the District of Columbia’, and for other purposes’, approved 
April 1, 1942, as amended, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
H. R. 12643 do pass. 

An explanation as to the need and purpose of this legislation as 
made by the chief judge of The Municipal Court of Appeals for the 
District of Columbia is herewith made a part of this report. 

The members of this court from time to time are asked to administer 
the oath of office to friends who have been appointed to the bench or 
some of our administrative agencies, and a serious question has arisen 
as to whether they have the right to administer such oaths. 

Members of the municipal court would seem to have such power 
by reason of the fact that the judges of the old police court were 
authorized “to administer oaths and affirmations to public officers” 
(act of June 17, 1870, 16 Stat. 153, ch. 133; act of March 3, 1901, 
31 Stat. 1198, ch. 854, see. 49, D. C. Code, 11-608), and the act 
creating the municipal court as we now know it (act of April 1, 1942, 
56 Stat. 192, ch. 207, sec. 4; D. C. Code, 11-755) provides: 

20006 





MUNICIPAL COURT FOR THE DISTRICT OF COLUMBIA 


* * * The court and each judge thereof shall have and 
exercise the same powers and jurisdiction as were heretofore 
had or exercised by the Police Court of the District of 
Columbia or by the Municipal Court of the District of 
Columbia or the judges thereof on the effective date of this 
subchapter * * *. 


It should be noted that the act of June 1, 1938 (52 Stat. 596, ch. 309, 
§ 3; D. C. Code, 11-904), provides that the juvenile court 


«* * * shall have a seal, and the judge or acting judge 
thereof shall have power to administer oaths and affirma- 
tions.” 


Title 28, sec. 459, United States Code Annotated, expressly gives the 
power to administer oaths and affirmations to each justice or judge of 
the United States courts. 

The act creating our court is silent on this question, thus creating 
an anomalous and sometimes embarrassing situation. A subsidiary 
question arises as to the power or lack of power of our clerk and 
deputy clerks to administer the oath of office to our clerical and 
administrative personnel and to other persons in matters pending 
before the court, as no such power is expressly given to them in our 
statute. We feel that you would agree with us that such power 
should be expressly granted. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets; new matter is printed in italic; 
existing law in which no change is proposed is shown in roman): 


District oF CotumBiA Cope 11-771 (56 Strat. 194, 63 Strat. 483, 
63 Strat. 887) 


There is hereby established and created an intermediate appellate 
court for the District of Columbia to be known as “The Municipal 
Court of Appeals for the District of ¢ olumbia’ ’. for the hearing of 
appeals from judgments and orders of The Munic ‘ipal Court for “the 
District of Columbia as established by subchapter I, and of the 
Juvenile Court of the District of Columbia, as hereinafter provided. 

The court shall adopt and have a seal and shall be a court of record. 

The said court shall consist of three judges appointed by the 
President with the advice and consent of the Senate, two of whom 
shall constitute a quorum, and one of whom shall be designated by 
the President as chief judge. 

No person other than a bona fide resident of the area consisting 
of the District of Columbia; Montgomery and Prince Georges Coun- 
ties, Maryland; Arlington and Fairfax Counties, Virginia: and the 
city of Alexandria, Virginia, and maintaining an actual place of 
abode in such area for at least five years immediately prior to his 
appointment, or who shall have been a judge of one of the courts of 
the District of Columbia, shall be appointed a judge of the Municipal 
Court of Appeals for the District of Columbia. Further, all 
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appointees shall have been actively engaged in the practice of the 
law in the District of Columbia for a period of at least five years 
immediately prior to their appointment. Service during the present 
emergency in the Armed Forces of the United States shall be included 
in the computation of the five-year requirements herein specified. 

The chief judge shall be appointed for a term of ten years and the 
associate judges shall be appointed initially for terms of eight and 
six years each. 

Subsequent appointments and reappointments to this court shall 
be for a term of ten years each. All judges shall continue in office 
until their successors shall be a pointed and qualified. Each judge 
shall be subject to removal aly in the manner and for the same 
causes as are now or hereafter provided for the removal of Federal 
judges. The salary of the chief judge shall be $19,000 per annum 
and that of each associate judge shall be $18,500 per annum. Each 
judge, when appointed, shall take the oath prescribed for judges of 
courts of the United States. In the event of the absence, disability, 
or disqualification of any judge of The Municipal Court of Appeals 
for the District of Columbia, or in the event of a vacancy in the office 
of any such judge, the chief judge of said court may designate and 
assign any judge of The Municipal Court for the District of Columbia 
to act temporarily as a judge of said court. Likewise the chief judge, 
whenever he finds it in the public interest to do so, may designate 
and assign any judge of said Municipal Court of Appeals to act tem- 
porarily as a judge of The Municipal Court for the District of Colum- 
bia. In the event of the absence, disability, or disqualification of the 
chief judge of said court, his powers shall ‘be exercised by that judge 
of said court next in seniority according to the date of commission. 

The said court shall appoint and remove a clerk who shall exercise 
the same powers and perform the same duties in regard to all matters 
within the jurisdiction of the court as are exercised and performed by 
the clerk of the United States Court of Appeals for the District of 
Columbia, so far as the same may be applicable, and his compensation 
shall be fixed by the court in accordance with the Classification Act 
of 1923, as amended. The clerk of the court, subject to the approval 
of the chief judge, shall have authority to appoint and remove such 
deputy clerks and such other employees as he may deem necessary, 
and to have their compensation fixed by the chief judge in accordance 
with the Classification Act of 1923, as amended, and shall have 
supervision and direction over them, except clerks serving the respec- 
tive judges, who shall be appointed and removed from office by the 
respective judges, their compensation to be fixed by the respective 
judges in accordance with the Classification Act of 1923, as amended. 

Each judge, the clerk and each deputy clerk of the court may administer 
oaths and affirmations and take ac nowledgments. 


oO 
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INCREASING THE COMPENSATION OF THE SUPERIN- 
TENDENT OF SCHOOLS AND THE COMMISSIONERS OF 
THE DISTRICT OF COLUMBIA 


JUNE 18, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. McMitian, from the Committee on the Distyigt ef-Gelymbia, 


submitted the following OCF MICHIGAT 


wai’ 


REPORT 


[To accompany 8. 3057] i iN, sa 
- PFrATIN, muvee 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 3057) to amend the District of Columbia Teachers’ Salary 
Act of 1955, having considered the same, report favorably thereon 
with amendments and recommend that the bill S. 3057 as amended 
do pass. 

The amendments are as follows: 

Strike all after the enacting clause and insert in lieu thereof the 
following: 


That Class 1 of section 1 of the District of Columbia Teachers’ Salary Act of 1955, 
approved August 5, 1955 (69 Stat. 521; see. 31-659a—-1, D. C. Code, 1951 edition, 
supp. V), is amended to read as follows: 


“Class 1. Superintendent of Schools $19, 000”. 


sec. 2. Except as provided by section 3 of this Act, the compensation of the 
Commissioners of the District of Columbia shall be at the rate of $19,000 each 
per annum. 


Sec. 3. The Commissioner detailed from the Corps of Engineers of the United 


States Army shall receive an annual compensation which, when added to any 
compensation he receives as an officer of the United States Army, will equal the 
compensation authorized for a Commissioner by section 2 of this Act. 


Sec. 4. (a) This section shall take effect on the date of enactment of this Act. 
(b) The first section of this Act shall take effect on the first day of the first pay 
period which begins after the date of enactment of this Act. 
(c) Sections 2 and 3, inclusive, of this Act shall take effect on the first day of 
the first month which begins after the date of enactment of this Act. 


Amend the title to read as follows: 
\ bill to increase the compensation of the Superintendent of Schools and the 


Commissioners of the District of Columbia 
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The purpose of this legislation is to increase the compensation of 
the Superintendent of Schools and the Commissioners of the District 
of Columbia. 

Under existing law if the Superintendent of Schools has a bachelor’s 
degree he shall be paid $14,000 per annum; a master’s degree, $16,000 
per annum; and a doctor’s degree, $18, 000 per annum. 

This legislation would increase the salary of the Superintendent of 
Schools to $19,000 per annum. 

In hearings before a subcommittee of the House District Committee, 
it was pointed out that the Board of Education had difficulty in ob- 
taining a successor to fill the position. The Board of Education 
endorses a salary increase for the Superintendent of Schools and has 
stated that the salary of the Superintendent of Schools of the District 
of Columbia should be commensurate with the salary paid like officials 
in the larger cities of the United States. 

The superintendent of schools in the 18 cities of the United States 
having more than 500,000 population currently (1957) receive the 
following salaries: 


Superintendent’s 


City annual salary 

1. Chicago, Ill__- : Dees eo sn ese 1 $35, 000 

a. Se EE oe eke ke ie Soa. 5 ee a 34, 000 

gi a Re a) ee a ee ae eee ee 32, 500 

a Dew, Bien... k J ee oS Patek costed wears 30, 000 

5. isan Francisco, Calit a. 3 Fv ba kink 27, 500 

6. Cincinnati, Ohio 8 sis Seo eee ea Aes Pete 25 Saks 25, 000 

7. Cleveland, Ohio i Soon Pc at a a ol ser a ee 25, 000 

i ern REIN 8 ee ok _......-. 24, 500-26, 500 

9. New Orleans, La : A eee Peet tela eee 23, 500 

10.- Pittsburgh, Pa... .--- ; FE cis a ch ak) ek Seis a, 22, 500 
11. Milwaukee, Wis- a Eds: 5 ee aS 22, 000 
12. Philadelphia, Pa____-_- cba Oe Sach anh oe ane ae hihi 21, 500 
13. Baltimore, Md_- me SOs Oink tain ¢ eee 20, 000 
14. Boston, Mass___- ; ls Lean ban. Se 20, 000 
15. St. Louis, Mo . iiss ee Gr ee nt ee as tetera 20, 000 
16. Buffalo, N. Y_- ; gaara : svsncuctaedcen LO OGG-as- ace 
17. Houston, Tex eters a, oe eee 22, 500 
18. Washington, D. C_- be ete oe 16, 000 
Median (e xcept District of Columbia) ___- pe Aes. Nor 23, 500 


1 After 4 years’ service, $42,000. 


The compensation of the Commissioners of the District of Columbia 
is not established at a level commensurate with their responsibilities. 
Only during the last 2 years has their salary been as much as $16,000 
per annum, the rate established for GS-18 employees under the Classi- 
fication Act of 1949, as amended. But this salary is much below that 
established by the Federal Executive Pay Act of 1956 for positions 
which the Commissioners believe are of. comparable responsibility, 
and much below that enjoyed by many city officials in municip: alities 
of a size comparable to the District of Columbia. Accordingly, the 
Commissioners must, in fairness to themselves and to their successors, 
earnestly recommend that the compensation of the Commissioners of 
the District of Columbia be established at a figure which more nearly 
reflects the responsibilities of their position than is presently the case. 

The District of Columbia, with its population of approximately 
835,000 ranks ninth among the cities of the United States, and ahead 
of 12 of the States. The Commissioners of the District of Columbia, 
who are appointed by the President and confirmed by the Senate, are 
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required to administer a government which not only performs the 
functions of a municipal government, but which also performs func- 
tions ordinarily performed, in the States, by State and county govern- 
ments. The annual budget of the District exceeds $200 million per 
year, and the functions of the government are carried on by more than 
23,000 employees. To carry on the work of the District, the Commis- 
sioners serve as the chief executives, and, in addition, per form legis- 
lative and quasi-judicial functions. At the same time, the Commis- 
sioners are required to perform certain ceremonial functions, which, 
because the District of Columbia is the Nation’s Capital, assume a 
degree of importance not present in other municipalities. All of the 
foregoing, plus the Commissioners’ overall responsibility for the pro- 
tection of Federal, other public, and private property, and the well- 
being of nearly 5 million visitors to the Nation’s Capital each year, 
indicates, the Commissioners firmly believe, a necessity for adjustment 
of their compensation to an amount commensurate with their 
responsibilities. 

The Commissioners feel it is unrealistic to compare their positions 
with the position of members of a city council or commission. To 
demonstrate the invalidity of such a comparison, the Commissioners 
desire to emphasize that unlike the usual city councilman, who may 
devote only a part of his time to his official duties, they devote not 
only a full day but most of their evenings to their official duties. 
Further, comparison of the Commissioners’ salaries should not be 
made with the salary of an individual councilman but with the sum 
total of compensation paid to all those officials in the cities named who 
perform the same functions as the Commissioners—a combination of 
the functions of the mayor, city manager and the entire city council. 
Thus considered, a vastly different picture is presented. ‘To support 
the foregoing statement, the Commissioners present the following 
information (1956 figures) from a number of cities of a size comparable 
to the District of Columbia: 











Executive (full time) | Legislative (part time) | ‘Total 
Detroit __- ; Mayor, $25,000_- : | 9, at $12,000-__- | $133, 000 
Philadelphia... | do..... wt ona eae | 107, 000 
Cleveland | Mayor, $15,000 ae iranian... i 149, 000 
Pittsburgh... | 5 caida tats 8 * ae? ee 
Gina sncttgideweeens City manager, $15,000 to $25, 000. ite - $6,000... ; | 1, 000-71, 000 
| | 





Stated differently, if the executive and local legislative functions of 
each of the cities named were transferred from their present mayors 
and councils and concentrated in boards of 3 commissioners who were 
compensated at the total amounts presently paid to the mayor, city 
manager and council for performance of those functions, each of the 3 
commissioners would receive respectively: 


Detroit_ tauckawilecl televise ee $44, 666 
Philadelphia sh ha ehe dd antes aa eee a 35, 666 
re rie ree Se eh 49, 666 
Pittsburgh __ ei iene oie wre Ke ee ee 29, 000 


Cincinnati-___-__- su Wide Se ee es ea 20, 333 or 


29, 000 
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compared to $16,000 presently paid to each of the 3 Commissioners 
of the District of Columbia. 

Considered on the basis of executive functions alone, the Commis- 
sioners receive compensation far below the national average. The 
Municipal Year Book, 1957 (p. 143) reports that the average salary 
of mayors of 15 of the cities of the United States having more than 
500,000 population is $20,716. 

When the compensation of the Commissioners for performing their 
executive-legislative-quasi-judicial duties is compared with the com- 
pensation of the chief officers of other large municipalities for per- 
forming only executive duties, the disparity is great; it is glaring 
when the compensation of the Commissioners is compared with that 
of certain high officers of the District of Columbia government, the 
finances for whose agencies must be provided for by the Commissioners 
in the District of Columbia budget: 

Municipal Court of Appeals for the District of Columbia: 
Chief judge $19, 000 
Associate judges 8, 500 
Municipal Court for the District of Columbia: 
Chief judge 5, OOO 
Associate judges , 500 
Juvenile Court for the District of Columbia: Judge 500 
District of Columbia Tax Court: Judge 500 
Superintendent of Schools _ _- 7 ¢ 1 14, 000-18, 000 


1 Pending legislation passed by the Senate would increase the compensation for this position to $22,000. 


The Commissioners believe that the District of Columbia may in 
fact be considered a miniature State. As the population of the District 
has grown, the same needs for governmental supervision and regulation 
have developed in the District as have arisen in all of the States, and 
as the single governing body of the District of Columbia, the Board 
of Commissioners has been authorized and directed to supply them. 
Thus, many functions which in any other municipality would be 
performed by the State itself are performed in the District by and 
under the direction of the Commissioners, including, among others, 
regulation of the insurance business; the issuance, suspension and 
revocation of motor-vehicle operators’ permits; registration of motor 
vehicles; licensing and regulation of physicians, dentists and other, 
professional groups; operation of public welfare and public health 
programs; and operation of penal and correctional institutions. 

In addition to their executive functions as the officers of a large 
municipal corporation, the Commissioners constitute the local 
legislative body of the District of Columbia. Not only has Congress 
delegated to the Board of Commissioners authority to legislate on 
every phase of metropolitan life, including authority, granted in 
sweeping terms, to adopt regulations in the exercise of the police 
power— 


* * * to make and enforce all such reasonable and usual 
police regulations * * * as they may deem necessary for 
the protection of lives, limbs, health, comfort and quiet of all 
persons and the protection of all property within the District 
of Columbia (27 Stat. 394; Sec. 1-226, D. C. Code, 1951). 


but on some eighty and odd clibiit Congress has empowered the 
Commissioners to implement congressional enactments with regula- 
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tions adopted and enforced by them. (See footnotes to sec. 1-226, 
D. C. Code, 1951.) 

Further, Congress has delegated to the Board of Commissioners 
certain quasi-judicial func tions—the hearing of appeals by persons 
aggrieved by actions of the Alcoholic Beverage Control Board, the 
Superintendent of Insurance, and the Director of Vehicles and Traffic, 
to name only a few. 

Unlike the other officers who are included in the Federal Executive 
Pay Act of 1956, the Commissioners of the District of Columbia do 
not look to Congress for the appropriation of strictly Federal funds 
with which to carry on the operations of their agency. Instead, the 
Board of Commissioners must recommend and seek authority to 
impose local taxes, with which, plus such payments for local services 
in lieu of taxes as Congress sees fit to grant, they may carry on the 
many functions of the District of Columbia government. Further, 
the Board of Commissioners must fit the insistent demands of the 
heads of District agencies for needed funds into the budgetary bound- 
aries of anticipated District revenues. When it is considered that 
the annual budget of the District of Columbia is more than $200 
million, and that practically every source of available local revenue 
has already been subjected to almost maximum rates of taxation, the 
provision of essential municipal services in itself requires that the 
members of the Board of Commissioners possess executive accom- 
plishments of a high order. 

In the belief, therefore, that the present Commissioners of the 
District of Columbia and their successors are entitled to receive 
compensation commensurate with their responsibilities, the present 
Board of Commissioners is sponsoring legislation to correct the 
existing situation. Provision is made for supplementing the United 
States “Army pay of the Engineer Commissioner so that he may also 
receive a total of $19,000 per year for his duties as a Commissioner of 
the District of Columbia. 

The Commissioners are not unaware that there is considerable 
honor attached to the position of Commissioner of the District of 
Columbia, and they are sensible of the trust that has been imposed 
in them. At the same time, they believe that it should be recognized 
that this position is one which requires the performance of arduous 
duties, the exercise of the highest degree of judgment, discretion, 
and administrative ability, and the assumption of a very great deal 
of responsibility. Similar requirements, the Commissioners believe, 
have been taken into consideration both by the Congress, in enacting 
the Federal Executive Pay Act of 1956, and by many municipalities 
in fixing the compensation of their city officials. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 

(Nore.—Since the Senate bill is amended so as to strike all after the 
enacting clause and insert the language of the House bill, the com- 
mittee has used the House bill in complying with the Ramseyer rule.) 
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[69 Stat. 521] 


TITLE I—SALARY SCHEDULES 


Section 1. That the following are the salary schedules for teachers, 
school officers, and certain other employees of the Board of Education 


of the District of Columbix 


1 whose positions are included therein: 





| 











Service | 
Salary class and position step 1 | Service | Service | Service | Service | Service | Service 
mini- step 2 | steps step 4 step 5 | step6 step 7 
mum j 
| | | 
re Pesan — _" ee 
Class 1: Superintendent of schools | 
Bachelor’s degre« $14, 000 | | ‘ 
Master’s degree 16, 000 | | aoe 
Doctor’s degree 18, 000 | | | | 
Class 1: Superintendent of Schools | | | $19, 000 
Class 2: Deputy superintendent 11, 700 | $12,000 | $12,300 | $12,600 | $12. 900 | $13, 200 | 13, 500 
Class 3: Assistant superintendent; | | | 
president, teachers college_ 10,100 | 10,400 10, 700 11,000 | 11,300 11, 600 11, 900 
Class 4 9,500 | 9,700} 9,900} 10,100 10, 300 10, 500 10, 700 
Class 5: | | | | 
Group B, master’s degree | 8, 600 8, 800 9, 000 9, 200 9, 400 9, 600 9, 800 
Group C, master’s degree plus 30 | 
NN a Ps oan a acencienico 8, 800 9, 000 9, 200 9, 400 9, 600 9, 800 10, 000 
| ! 


O 
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CONSIDERATION OF H. R. 3 


JuNE 18, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Coumer, from the Committee on Rules, submitted the following 


REPORT 


lo accompany H. Res. 597] 


The Committee on Rules, having had under consideration House 
Resolution 597, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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CONSIDERATION OF H. R. 11077 


JUNE 18, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
{To accompany H. Res. 598] 


The Committee on Rules, having had under consideration House 
Resolution 598, reports the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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AMENDING SECTION 27 OF THE ACT ENTITLED “AN ACT TO PRO- 
MOTE THE MINING OF COAL, PHOSPHATE, OIL, OIL SHALE, GAS, 
AND SODIUM, ON THE PUBLIC DOMAIN” TO INCREASE THE 
AGGREGATE ACREAGE OF COAL LEASES WHICH MAY BE HELD 
BY ONE PERSON IN ANY ONE STATE 


JuNE 19, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Roeprs of Texas, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany 8. 2069] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred thebill (S. 2069) to amend section 27 of the Mineral Leasing 
Act of February 25, 1920, as amended, in order to promote the de- 
velopment of coal on the public domain, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill, as amended, do pass. 

The amendment is as follows: 

Strixe out all after the enacting clause and insert in lieu there 
the foitlowing: 


That section 27 of the Act of February 25, 1920, as amended (41 Stat. 448, 30 
U.S. C. 184), is further amended by deleting from the first sentence thereof the © 
words “‘coal or’’ and “for each of said minerals’’, and by inserting at the beginning © 
of said section the following: 

“No person, association, or corporation, except as herein provided, shall take 
or hold coal leases or permits during the life of such lease in any one state, exceeding 
in the aggregate acreage ten thousand two hundred and forty acres: Provided, 
That a person, association, or corporation may file an application for coal leases 
or permits for acreage in addition to said ten thousand two hundred and forty 
acres, which application or applications shall be in multiples of forty acres each, 
not to exceed a total of five thousand one hundred twenty additional acres in 
such state, and shall contain a statement that the granting of a lease for such 
zdditional lands is necessary for the person, association or corporation to carry 
on business economically and is in-the public interest. On the filing of said 
application, the coal deposits in such lands covered thereby shall be temporarily 
set aside and withdrawn from all forms of disposal under this Act. The Secretary 
of the Interior shall conduct public hearings on said application or applications 
for additional acreage. After such public hearings, the Secretary may, under 
such regulations as he may prescribe, to such extent as he finds necessary for the 
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applicant in order to carry on business economically and is in the public interest, 
set aside for a period not to exceed fifty years and. withdraw for such period of 
time the coal deposits in such land from all forms of disposal under this Act. 
When it is further shown to the satisfaction of the Secretary that the applicant 
has an immediate requirement for said acreage so set aside and withdrawn and is 
prepared without unreasonable delay to commence operation of any of said lands, 
then the Secretary may, under such regulations as he may prescribe, issue permits 
or leases to the applicant for such lands which are so required and will be so 
developed without delay. The Secretary of the Interior may reevaluate all or 
any part of any withdrawal so made if he finds that such is in the public interest 
or that the coal deposits in such withdrawn lands are no longer necessary for the 
applicant to carry on business economically.” 


Amend the title so as to read: 


An act to amend section 27 of the act entitled ‘‘An act to promote | the mining 
of coal, phosphate, oil, oil shale, gas, and sodium on the public domain’”’ to increase 
the aggregate acreage of coal leases which may be held by one person in any one 
State 
Wve . 


EXPLANATION OF THE BILL 
PURPOSE 


Section 27 of the Mineral Leasing Act of February 25, 1920, 
amended (30 U.S. C., sec. 184), limits the acreage which a sehen. 
association, or corporation may ‘hold under Federal coal leases and 
permits within anyone State. This limit is 5,120 acres. 

S. 2069, as amended by the committee, will increase the basic 
acreage limitation to 10,240 acres and provide a procedure whereby 
the Secretary of the Interior may issue coal leases and permits to a 
person, association, or corporation for an additional 5,120 acres or 
less if he finds that this is in the public interest and is necessary for 
the applicant to carry on business economically. 


NEED 


The amount of coal that can be recovered from 5,120 acres of land 
depends upon a number of physical factors, including the thickness of 
the coal seam. In some instances, the amount of recoverable coal 
o short of providing the quantity required for certain purposes. 

2069 will permit industry to acquire the coal reserves required for 
the expansion of electric generating and steel producing facilities in 
the Western States and for other developments anticipated in that 
area. Tables supplied by the Bureau of Mines showing the coal 
available for given acreages of land and coal requirements for various 
coal consuming processes are set forth elsewhere in this report. 


CcOsT 


No appropriation of Federal funds is authorized by this legislation 
and its enactment will entail little or no expenditure by the Federal 
Government. 


DEPARTMENTAL RECOMMENDATIONS 


The Department of the Interior recommends the enactment of 
S. 2069. The Department recommended a minor amendment which 
is included in the committee amendment. 
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COMMITTEE AMENDMENT 


S. 2069, as amended by the committee, differs from the Senate- 
passed bill in two respects. It provides a more detailed procedure 
whereby a person, association, or corporation may acquire Federal 
coal leases and permits in excess of the new basic limitation, and it 
omits the provision of section 2 of the Senate-passed bill which would 
have repealed the provision of the Mineral Leasing Act prohibiting 
railroad companies from using coal obtained from federally-owned 
lands held under lease except for their own railroad use. The com- 
mittee believes that the removal of restrictions on the use of such coal 
by railroad companies should be considered under separate legislation. 

The method set forth in the committee amendment for obtaining 
coal leases and permits in excess of the basic acreage limitation involves 
a five-step procedure, as follows: (1) The filing of an application con- 
taining a statement of necessity; (2) a temporary withdrawal of the 
coal deposits in the lands covered by the application; (3) the holding 
of public hearings by the Secretary of the Interior to determine the 
merits of the application; (4) a withdrawal of the coal deposits from 
all forms of disposal for a period not to exceed 50 years, if and to the 
extent found warranted by the Secretary; and (5) the issuance of 
permits or leases to the applicant for such lands when it is further 
shown to the satisfaction of the Secretary that the applicant has an 
immediate requirement for the acreage so withdrawn. 

It is the intention of the committee that coal lands in excess of the 
basic acreage limitations, which may be set aside and withdrawn from 
disposal following public hearings held by the Secretary of the Interior 
and subsequently leased by the applicant, shall be subject to rental 
and royalty payments during the withholding period in an amount 
which would be applicable if the lands were under lease. 


HOUSE BILLS 


S. 2069 is similar to several measures éniroduced in the House and 
considered by the Committee, as follows: H. R. 7496, by Representa- 
tive Edmondson; H. R. 7253, H. R. 7641, and H. R. 8204, by Repre- 
sentative Thomson; H. R. 7498 by Representative Patman; and H. R. 
7497, by Representative Albert. 


TaBLes SHowinG Coat AVAILABLE FOR GIVEN ACREAGES OF LAND AND CoAL 
REQUIRMENTS FOR Various Coat-ConsuMING PROCESSES 


[Submitted to the committee by the U. 8. Bureau of Mines} 


TABLE 1.—Coal produced from 5,120 acres for different assumed percentage recovery 
and thickness of coal seam ! 


Thickness of seam 





o | » 60 70 


4 feet... 
6 feet... - 
8 feet... 
10 feet... 





1 1,800 tons per acre-foot. 
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TABLE 2.—Coal produced from 10,240 acres for different assumed percentage recovery 
and thickness of coal seam 3 











Thickness of seam | Recovery, percent 

40 | 50 | 60 | 70 

| ee 

| Millions of tons of coal 

. l he 
tet cca heeh whabmcah bon comes ewe deme ena : ....| 29.44] 36.80 44. 00 | 51. 60 
a EEA Sonn anda nec a bint. pscdieks tee -------+---| 44.20 | 55.40 | 66.40 77. 60 
Oa Sa sik nag egies i eal ci eee iva itis da ano | 59.20 73.80 | 88.80 103. 00 
i Bedhead hiteosddatieiaithsessiasincdtieadit dimtdakidbans tek | 74.00 | 92.00} 110.40} 128.80 

{ | 








1 1,800 tons per acre-foot. 


TABLE 3.—Coal required for 100,000- and 500,000-kilowatt powerplants for varying 
load factors and for 20 and 40 years assumed supply ! >| 


Installed capacity, killowatts_...--- pin aaihg wed Saleseg tam arenas | 100, 000 | 500, 000 

Anticipated life, years.............--..- | 20 | 40 | 20 | 40 
PE a 

| ' 

Coal required, millions of ton$ 
Load factor: Pex ee, - me ea! 
ad Caleta idhcneiec id cidade deel dee gen eae a 5.01 | 10.02 24.95 49. 90 
a ne eg ee tS nee a eee bdo 5. 84 | 11. 68 29. 15 58. 30 
re aa cecal sjucyehimeonanbiled edsacaninall 6. 68 13. 36 33. 30 66. 60 
ci ocak See cial ae ee  seeeniecinnaiciaiaaiaeta 7.51 15.02 | 37.42 74. 84 
eI oe ceentncebliniounnccanas peieak be amcietea ne nebake 8. 34 16.68 | 41.70 83. 40 


Assumed heating value of coal, 10,500 B. t. u. per pound. 
2 Assumed heat requirement, 10.000 B. t. u. per kilowatt-hour (using raw coal). 


TABLE 4.—Coal required for a plant producing 5,000 barrels per day of tar by low- 
temperature carbonization ! 








Gallons of tar per ton of coal processed -_.-.........-..- 20 | 30 40 50 
Thousand kilowatts of installed capacity ?___._.......-- 1,000 | 666 500 400 
| 
Coal required, millions of tons, per— | | 
er cee en re ee eee 0.01375 | 0.00917} 0.00688 0. 0055 
NR dig feralbcin to ncathe ta igina cdma aunecudinbeeae 4. 52 3. 01 | 2. 26 1.81 
ai ici ak ate eins is gga iaieinn inne wtagiiengitentds 90. 40 60. 02 | 45.20 36. 20 
IE A att ese ee Se ee 180. 80 120.04 | 90.40 72. 40 
 etictitncm nwa tits diene tierce cautioned 226. 00 150. 05 113. 00 90. 50 





11 barrel equals 55 gallons (coal tar is sold in 55-gallon barrels). 

2 Char to be’used’as powerplant fuel. 70-percent-of-petential-heat from coal appears in char. Assumed 
heat requirement, 8,500 B. t. u. per kilowatt-hour. 

3 Assumed 90 percent load factor. 


TABLE 5.—Coal required for 30,000 barrel-per-day synthetic liquid fuel plants for 
20- and 40-year supply ' 2 


| 


Millions of tons of coal 








Coal hydro- Fischer- 

genation Tropsch 
sagging ncaa satin inet sie snedicaanonahiles . ro ccna iat 
) ae - lies , , ; | 100 152 
OS iter sttes dene ‘ ‘ airs 7 — 200 304 





1 30,000 barrel-per-day plant represents 0.3 percent of the average daily United States consumption of 
liquid fuels during January to April 1957. 
21 barrel equals 42 gallons (petroleum products are sold in 42 gallon barrels). 
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TaBLe 6.—Coal required for 250,000,000-cubic-foot-per-day synthetic methane plant * 


Million 
of tons 
of coal 

20 years- -- -- ™ ; eae + ; 5 alla tas sashes pereane 
40 years___- ss lel oA cota a es crad «aie eet con ps elle i sce 


! 250,000,000-cu bic-foot-per-day plant represents 0.9 percent of the average daily United States consumption 
of natural gas. 


Acrency REpPorRT 


The favorable reports of the Department of the Interior and the 
Bureau of the Budget, as submitted to the Senate Committee on 
Interior and Insular Affairs, are set forth following: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 27, 1957 
Hon. James E. Murray, 
( "hairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 2069, a bill to amend section 27 of 
the Mineral Leasing Act of February 25. 1920, as amended, in order 
to promote the de .velopment of coal on the public domain, and a com- 
mittee print of S. 2069, dated June 15, 1957, which is a bill to: amend 
section 27 and to repeal section 2 (c) of the Mineral Leasing Act of 
February 25, 1920, as amended, in order to promote the development 
of coal on the public domain. 

We recommend that S. 2069, in the form of the committee print, 
be enacted, if amended as suggested below. 

Section 27 of = Mineral ‘Le vasing Act of February 25, 1920, as 
amended (30 U. S. C., see. 184), establishes a limitation as to the 
acreage which a ibe association, or corporation may hold under 
a coal lease or permit within any one State. This limitation is estab- 
lished as 5,120 acres. Section 1 of S. 2069, in both the introduced 
version and the committee print, would amend this in two respects. 
First, the basic limitation on acreage would be increased to 10,240 
acres, twice the present maximum. Second, the Secretary of the 
Interior would be permitted to increase the acreage which could be 
held by any person, association, or corporation within the eae 
of any one State by an additional 10,240 acres if he found that (1) 
was necessary to enable that person, association, or corporation to 
carry on business economically, or (2) that person, association, or 
corporation was carrying on mining operations under any lease in the 
State or was commencing such operations. 

Section 2 of the committee print, which is not found in the intro- 
duced version of S. 2069, would repeal subsection (c) of section 2 of 
the Mineral Leasing Act, as amended (30 U.S. C., see. 202). Section 
2 (c) of the Mineral Leasing Act prohibits companies operating com- 
mom carrier railroads from ‘obtaining leases or permits under the act 
for any coal deposits except for its own use for railroad purposes. 
Only 1 lease or permit may be issued for each 200 miles of railroad 
lines served or to be served by such coal deposits, exclusive of spurs or 
branch lines built to connect the leased coal with the railroad lines and 
exclusive of those parts of the railroad operated mainly by power pro- 
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duced otherwise than by coal. ‘The enactment of S. 2069 in this form 
would mean that railroad companies would henceforth be on the same 
footing as other companies. 

Such a relaxation of the present restrictions on the holding of coal 
leases would not be without precedent. Section 27 now contains a 
proviso which permits the Secretary of the Interior to permit parties 
to hold sodium leases or permits considerably in excess of the original 
limitations, and legislation to amend section 27 along the same lines 
with respect to phosphate leases has been introduced. An increase in 
the maximum acreage which may be held under a coal lease or permit 
now appears necessary if the Federal Government is to permit the 
more complete utilization of low and medium grade coal deposits 
under the more modern methods of mechanized mining. Many coal 
mining operations in the West are carried out by machinery which 
requires substantial acreage if it is to be efficiently operated. Even 
after the coal has been mined, the lessee, in many cases, is unable to 
relinquish the leased land because he must leave pillars to protect the 
surface from caving and to enable himself to mine in adjacent mines 
which can be reached only through the partially worked area. For 
economical development, control must . retained at the existing 
tunnels and shafts by the most feasible means. Under the geological 
conditions prevailing in the West in many cases deposits of coal are 
variable and unpredictable. Sometimes the only means of finding a 
workable coal deposit is by driving development entries well in advance 
of actual room and pillar extraction. Some lessees operate more than 
one mine and sometimes mine more than one type of coal, and in such 
cases they find it even more imperative that they not surrender worked 
out areas in order to acquire additional land. If the maximum per- 
missible acreage which may be leased is increased, unified operation 
would become possible which could enable existing operations to 
develop further deposits beyond the areas leased at present. Such 
operations are not possible under the present limitation. Indeed in 
many cases the existence of the present limitation may mean that 
isolated areas cannot be deve ‘loped because the only economic develop- 
ment would be from operations already set up in the vicinity. We 
feel that many of these problems would be solved by the adoption of 
the 10,240 acre limitation proposed in S. 2069. 

However, there are places where the coal deposits are contained in 
thin beds scattered over considerable area. In such situations even 
the new proposed 10,240 acre limitation would not be adequate, and, 
therefore, we believe that the provision in S. 2069 which would 
permit the leasing of an additional 10,240 acre area under certain 
conditions is highly desirable. The present trend in the utilization 
of coal is to use it for the production of power which will conserve 
the coal at the mine sites or integration of mining and power produc- 
tion. Such operations can be justified only when the coal supply 
would be sufficient to maintain and increase the energy sources as 
need arises. There are in the Western States extensive coal deposits 
amenable to strip mining which could provide a low-cost source of 
coal supply and could be utilized for power production to firm up 
hydroelectric power. Thus, an imerease in the acreage limitation 
would tend to provide energy sources which are demanded by our 
expanding economy and would be in the national interest. The cost 


of opening a coal mine is vastly greater today than it was formerly 
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The integration of mining and power facilities now requires expendi- 
tures ranging from 50 to 300 million dollars. Obviously, parties 
cannot be expected to make such expenditures unless they have re- 
serves of coal adequate to warrant development. Before the whole 
industry can develop on a proper scale there must be a liberalization of 
the present acreage restrictions. There is, we believe, little danger of 
monopoly in all this. In the West the monopoly problem i is of little 
significance because there are such vast deposits of coal scattered 
throughout the Rocky Mountain region. ae it would seem that 
the best way to combat monopoly would be to encourage the develop- 
ment of further resources by increasing the acreage limitations as 
provided in S. 2069. 

While favoring the enactment of section 1 of S. 2069, we believe 
that it should be amended in one respect. The standard which it 
would apply would be the amount of acreage “necessary to enable a 
person * * * to carry on business economically.” Deciding whether 
a project is economic would often be difficult prior to actual construc- 
tion and operation. Many proposed new projects will be based on 
assumptions of maximum development of the powerplant or use of 
coal. It may, therefore, be necessary for the Department to review 
the projects at later times with respect to the need for additional 
acreage and the propriety of excluding such acreage from the 
“economic” unit Without such authority, large reserves could be 
tied up by a party and kept from development by others. We believe 
hat adequate authority to act in this manner would be granted to 
the Secretary of the Interior by the insertion after “may” at page 2, 
line 9, of the words “under such regulations as he may preseribe.” 
Since the authority of the Secretary would be not only permissive, 
but also, if amended as suggested, subject to rules and regulations 
to be promulgated by bim, the additional acreage to be eranted could 
be any amount up to but not exceeding 10,240 acres. 

Section 2 (c) of the Mineral Leasing Act is, in our opinion, a pro- 
vision which has outlived its usefulness and may be appropriately 
repealed. We believe that the railroad companies should be placed 
on the same basis as other companies, and that the discriminatory 
principles embodied in section 2 (c), requiring that one type of com- 
pany use its coal for only one purpose, should be abandoned. The 
increased use by railroads of diesel locomotives necessitates the use 
of fuel oil and other petroleum products in their operation and de- 
creases materially the need for coal in the operation of the railroads. 
Railroad companies have shown considerable interest in developing 
coal deposits for other purposes. To repeal section 2 (c) would, 
therefore, mean the use of locked-up natural resources. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 


; 


Roger Ernst, 
Assistant Secretary of the Interior. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 27, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrMan: This is in reply to your request for the 
views of this Bureau on S. 2069, to amend section 27 of the Mineral 
Leasing Act of February 25, 19: 20, as amended, in order to promote the 
development of coal on the public domain. 

S. 2069 seeks to double the present limitation as to the acreage which 

person, association, or corporation may hold under a coal lease or 
permit within any one State. In addition, the Secretary of the 
Interior would be permitted to further increase the limitation under 
certain circumstances. 

In his report to your committee on this bill the Secretary of the 
Interior comments favorably on its objective and suggests several 
amendments. This Bureau concurs with the views expressed in that 
report and would have no objection in the enactment of S. 2069 if so 
amended. 

Sincerely yours, 
Ropert E. Merriam Assistant Director. 

The Committee on Interior and Insular Affairs recommends the 
enactment of S. 2069 as amended. 


*-CHANGES IN Existinc Law 


In comphance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Minerat Leastinc Act or Frespruary 25, 1920, As AMENDED 
(30 U. S. C. 184) 


Sgsc. 27. No person, assoc lation, or corporation, except as herein 
provided, shall take or hold coal leases or permits during the life of such 
lease in any one state, exceeding in the aggregate acreage ien thousand 
two hundred and forty acres: Provided, That a person, association, or 
corporation may file an application for coal leases or permits for acreage 
in addition to said ten thousand two hundred and forty acres, which 
application or appli cations shall be in multi ples of ' forty acres each, not 
to exceed a total of five thousand one hundred twenty additional acres in 
such state. and shall contain a statement that the granting of a lease fo 
such additional lands is necessary for the person, association or cor pora- 
tion to carry on business economically and is in the public interest. 
On the fi filing of said application, the coal de posits in such lands covered 
thereby shall be te mporarily set aside and withdrawn from all forms 
of disposal under this Act. The Secretary of the Interior shall conduct 
public hearings on said application or applications | for additional acreage. 
After such public hearings, the Secretary may, under such regulations as 
he may pre scribe, to such extent as he finds necessary for the applicant 
in order to carry on business economically and is in the putlie interest, 
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set aside for a period not to exceed fifty years and withdraw for such 
period of time the coal deposits in such land from all forms of dis- 
posal under this Act. When it is further shown to the satisfaction of 
the Secretary that the applicant has an immediate requirement for said 
acreage so set aside and withdrawn and is prepared without unreasonable 
delay to commence operation on any of said lands, then the Secretary 
may, under such regulations as he may prescribe, issue permits or leases 
to the applicant for such lands which are so required and will be so 
developed without delay. The Secretary of the Inierior may reevaluate 
all or any part of any withdrawal so made if he finds that such is in 
the public interest or that the coal deposits in such withdrawn lands are 
no longer necessary for the applicant to carry on business economically. 

No person, association, or corporation, except as herein saaeiaaa, 
shall take or hold [[c oal or] sodium leases or permits during the life 
of such lease in any one State, exceeding in the ageregate acreage 
five thousand one hundred and twenty acres [for each of said min- 
eralsJ: Provided, That the Secretary of the Interior may, in his 
discretion where it is necessary in order to secure the economic mining 
of sodium compounds leasable under this Act, permit a person, 
association, or corporation to take or hold sodium leases or permits 


for up to fifteen thousand three hundred and sixty acres in any 
one State. * * * 























85TH CONGRESS HOUSE OF ; RESENTATIVES REPORT 
2d Session t UNIVERSE | No. 1937 
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READING ROOM 


AMENDING THE HAWAIIAN ORGANIC ACT AND PUBLIC LAWS 640 
AND 643 OF THE 838 CONGRESS, AS AMENDED, RELATING TO 
GENERAL OBLIGATION BONDS OF THE TERRITORY OF HAWAII 


JUNE 19, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. O’Brien of New York, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany H. R. 11954] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 11954) relating to general obligation bonds of 
the Territory of Hawaii, to amend Public Law 720 of the 84th Congress 
(70 Stat. 552, ch. 606); to amend Public Laws 640 and 643 of the 
83d Congress (68 Stat. 782, ch. 889, and 68 Stat. 785, ch. 892); and to 
amend the Hawaiian Organic Act to delete the annual limitation on 
indebtedness that may be incurred by the Territory of Hawaii, hav- 
ing considered the same, report favorably thereon with amendments 
and recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert in lieu thereof the 
following language: 


That section 1 of Public Law 640 of the Eighty-third Congress (68 Stat. 782), as 
amended by section 1 of Public Law 720 of the Eighty-fourth Congress (70 Stat. 
552), is further amended 
(a) by deleting the proviso from the first sentence thereof and inserting 
in heu thereof the following: ‘‘Provided, however, That the total indebted- 
ness of such Territory shall not exceed the amount of total indebtedness 
authorized by the Hawaiian Organic Act: Provided further, That, in apply- 
ing the Territory’s debt limitation, the computation of the amount, to which 
the total indebtedness of the Territory may be extended at any time, shall 
include all general obligation bonds, but shall not include the general obliga- 
tion bonds to be issued pursuant to this Act.’’; and 
(b) by inserting in the second sentence thereof, immediately following the 
words “such bonds’’, the words “issued pursuant to this Act’’. 

Sec. 2. Section 2 of Public Law 643 of the Eighty-third Congress (68 Stat. 
785, 786), as amended by section 2 of Public Law 720 of the Eighty-fourth Con- 
gress (70 Stat. 552), is hereby repealed. 

Sec. 3. The third sentence of the first paragraph of section 55 of the Hawaiian 
Organie Act (31 Stat. 150), as amended (48 U.S. C., sec. 562), is further amended 
by deleting therefrom the words “the total of such indebtedness incurred in any 


20006 
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one year by the Territory or any such subdivision shall not exceed 1 per centum 
of the assessed value of the property in the Territory or subdivision, respectively, 
as shown by the then last assessments for taxation, whether such assessments are 
made by the Territory or the subdivision or subdivisions, and the total indebted- 
ness of the Territory shall not at any time be extended beyond 10 per centum of 
such assessed value of property in the Territory and the total indebtedness of any 
such subdivision shall not at any time be extended beyond 5 per centum of such 
assessed value of property in the subdivision’’ and by inserting in lieu thereof the 
words “‘the total indebtedness of the Territory shall not at any time be extended 
beyond 10 per centum of the assessed value of the property in the Teiritory and 
the total indebtedness of any such subdivision shall not at any time be extended 
beyond 5 per centum of the assessed value of property in the subdivision, as shown 
by the then latest assessments for taxation, whether such assessments are made 
in either case by the Territory or subdivision,’ 
Amend the title so as to read: 


A bill to amend the Hawaiian Organic Act and Public Laws 640 and 643 of the 
83d Congress, as amended, relating to general obligation bonds of the Territory 
of Hawaii. 

PURPOSE 


The principal purpose of H. R. 11954, introduced by Delegate Burns 
and amended by the committee, is to exclude bonds issued for the 
financing of veterans’ home and farm mortgages (act of August 24, 
1954, 68 Stat. 782, as amended) from the computation of the indebted- 
ness which the Territory of Hawaii is permitted to incur under the 
Hawaiian Organic Act. H. R. 11954, as amended, will also delete 
from that act the provisions limiting the amount of indebtedness 
that may be incurred in any one year by the Territory or its subdivi- 
sions to 1 percent of the assessed value of the property within the 
issuer’s boundaries. 

NEED 


Based on the present limitation of 10 percent of the assessed value 
of property in the Territory, the debt limitation of Hawaii is now about 
$103 million. As of January 31, 1958, the outstanding bonded in- 
debtedness of the Territory, including about $17 million of veterans’ 
mortgage bonds, was between $87 million and $88 million. Thus, 
under present law, only about $15 million in headroom remained 
available. Of this, about $10 million has already been allotted for 
expenditure. Requirements in the next year or two for school con- 
struction alone will more than absorb the remainder. In addition, 
libraries, highways, airports, land-filling operations, and water re- 
source developments are needed. The Territorial legislature has 
authorized borrowings of $71 million for these and other public pur- 
poses. While enactment of H. R. 11954 will probably not permit full 
Territorial financing of all these projects, it will take care of the most 
immediate needs by giving the Territory, on the basis of assessed 
values early this vear, about $22 million in headroom. The veterans 
mortgage bonds, although they are general obligations of the Territory, 
are self-liquidating. 

The present prohibition against the issuance by the Territory in 
any one year of bonds representing more than 1 percent of the assessed 
value of the property in the Territory, the Interior Department has 
advised the committee, “hampers flexibility in management of the 
Territorial debt, and serves no useful purpose.” The same is true 
of the like limitation on the indebtedness which the subdivisions are 
permitted to incur annually. 
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COST 


Enactment of H. R. 11954, as amended, will involve no cost to the 
United States. 


DEPARTMENTAL RECOMMENDATIONS 


The Interior Department recommended enactment of H. R. 11954 
with amendments in the nature of a substitute bill. The recom- 
mended substitute has been adopted by the committee as an amend- 
ment to H. R. 11954 with a further amendment to which, we were 
advised orally, the Department has no objection. The Governor of 
Hawaii has also recommended enactment of a measure along the lines 


of H. R. 11954, as amended. The report of the Interior Department 
follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 15, 1958. 
Hon. Cuan ENGLe, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. EnciE: Your committee has requested reports on H. R. 
9499, a bill to amend the Hawaiian Organic Act to increase the 
amount of total indebtedness that may be incurred by the Territory 
of Hawaii, and on H. R. 11954, a bill relating to general obligation 
bonds of the Territory of Hawaii, to amend Public Law 720 of the 
84th Congress (70 Stat. 552, ch. 606); to amend Public Laws 640 and 
643 of the 83d C ongress (68 Stat. 82, ch. 889, and 68 Stat. 785, ch. 
892); and to amend the Hawaiian ‘Gamal Act to delete the annual 
limitation on indebtedness that may be incurred by the Territory of 
Hawail. 

We are opposed to the enactment of H. R. 9499. However, we 
recommend that H. R. 11954 be enacted, if amended in the maaner 
suggested herein. For convenience, we have incorporated our pro- 
posed amendments in a complete substitute of the bill, which is enclosed. 

Section 55 of the Hawaiian Organic Act, as amended (48 U.S. C., 
sec. 562), authorizes the Territory of Hawaii to issue bonds in a total 
amount not to exceed 10 percent of the assessed value of property in 
the Territory. Public Law 640 of the 83d Congress (68 Stat. 785), as 
amended (48 U.S. C., 1952 edition, supp. V, sec. 562n), and Public Law 
643 of the 83d Congress (68 Stat. 785), as amended (48 U. S. C., 1952 
edition, supp. V, sec. 5620), prov bd that the Territory’s indebtedness 
shall not exceed such 10 percent or $95 million, whichever is greater. 
The 10-percent limitation was established by Congress in 1921.- Since 
that date no change has been made in the limitation, except by tempo- 
rary acts, and by the statutes above referred to, which permitted the 
use of the $95 million alternatives. However, as of June 30, 1957 
10 percent of the assessed value of property in the Territory amounted 
to approximately $102,936,000, so that the alternative ceiling of $95 
million is ineffectual. 

The purpose of H. R. 9499 is to increase the debt limitation for 
bonds issued by the Territorial government from 10 to 15 percent of 
the assessed value of property. The immediate effect of such action 
would be to increase the debt ceiling to approximately $154 million. 

We consider it very necessary that action be taken to permit addi- 
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tional bonding by the Territory at this time. However, we do not 
consider it advisable to increase the ceiling from the present level of 
10 percent. Instead, we favor the alternative approach toward 
making additional bonding capacity available to the Territory, as 
set forth in H. R. 11954 and in the attached substitute. 

With respect to he proposed increase in ceiling, from 10 to 15 per- 
cent of assessed valuation, a Territorial advisory committee on govern- 
ment financing has just completed a study of its probable effect upon 
the credit of the Territorial government and the marketability of its 
bonds. On the basis of this study, the committee has reported to 
Governor Quinn that 10 percent is the practical, as well as the legal, 
limit on issuance of bonds, because of market attitudes among bond 
dealers and investors that would be encountered if that limit were 
departed from. That committee has further advised that the mere 
raising of the statutory limit would be disadvantageous to the market 
standing of Territorial issues. 

H. R. 11954 provides, as an alternative, that there be excluded from 
the computation of issues governed by the 10-percent maximum, the 
veterans’ home mortgage bonds issued pursuant to act 211 of the 1953 
Territorial legislature (see Public Law 640, 83d Cong., supra). Of 
the $20 million in bonds authorized by that act $16,900,000 is out- 
standing. Ajthough this bond issue is entirely self-supporting , it is 
charged against the Territorial debt limit. We believe that exclusion 
of these bonds from the debt limit would in no way impair market- 
ability of Territorial bonds. At the same time, that action would 
permit additional Territorial borrowing in the amount of over $16 
million. Such a change would take care of the Territory’s immediate 
needs. 

In addition to excluding this bond issue from the computation of 
those chargeable to the debt ceiling, H. R. 11954 would repeal the 
present restriction upon bond issuance in a single year, of 1 percent 
of assessed valuation (48 U.S. C., sec. 562). This restriction hampers 
flexibility in management of the Territorial debt, and serves no useful 
purpose. The advisory committee has likewise recommended this 
change. Governor Quinn has urged adoption of the approach em- 
bodied in H. R. 11954, and recommends against enactment of H. R. 
9499. 

Changes in our proposed substitute for H. R. 11954 are of a per- 
fecting nature, principally for the purposes of clarification and of 
dispensing with the language relating to a $95 million ceiling, which 
has become outmoded with the passage of time, as noted above. They 
accomplish the same purposes as H. R. 11954 in the form in which in- 
troduced. We also suggest that the title might appropriately be 
shortened. 

Some means of permitting issuance of additional bonds by the Terri- 
tory is necessary at this time to permit the Territory to proceed with 
a program of school construction and capital improvements which has 
already been authorized by the Territorial Legislature. Because of 
the amount of bonds currently outstanding in relation to the existing 
debt ceiling, much of this proposed construction would have to be de- 
ferred, if legislation were not enacted. 

As stated above, the present debt ceiling is $102,936,000. This 
ceiling represents 10 percent of the assessed value of property in the 
Territory, based on an average assessment ratio of 70 percent of 
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market value. As of June 30, 1957, the outstanding bonded in- 
debtedness amounted to $82,636,000, leaving approximately $20 
million of unused bonding capacity on that date. 

Against this bonding capacity there were authorizations for the 
issuance of $23,932,207 in additional bonds for the construction of 
schools; $4,388,460 for libraries and the university; $29,074,475 for 
projects related to economic development; and $13,930,336 for other 
purposes. These authorizations totaled $71,325,478. It is clear 
that only a minor portion of this authorized program could be carried 
out under Territorial bonding authority if additional bonding capacity 
could not be found. 

Since June 30, 1957, and up until January 31, 1958, outstanding 
indebtedness had increased nearly $5 million, and more than $10 
million in addition had been allotted for expenditure. After allowing 
for the bonds to cover these additional allotments, barely $5 million 
of the debt margin remains. 

With respect to the school construction plans, a minimum of $20 
million in new construction will be needed within the next 4 years 
solely for the purpose of providing facilities for the estimated increase 
in enrollment, without making any allowance for replacement needs. 
While a portion of this school construction may be provided by the 
counties, more than three-fourths of the school construction bonds 
are to be issued by the Territory. 

Among projects related to economic development, the most im- 
portant are irrigation and water projects, highways, airports, and 
the filling of coral reefs to create new commercial and industrial ground 
sites. Projects of this type are considered necessary to provide 
employment opportunities for Hawaii’s rapidly growing population, 
and to permit maximum development of the unused resources of the 
islands. 

While the issuance of additional bonds will, of course, impose 
an annual cost on the taxpayers of the Territory, it is not believed that 
the resulting burden will be unreasonably heavy. It is a peculiarity of 
public financing in the Territory of Hawaii that the bulk of the public 
debt is carried by the Territorial government, rather than by local 
governmental units, as is the case in most of the States. Thus, while 
the Territorial general obligation bonded indebtedness mounted, on 
June 30, 1957, to $82,636,000, the total such indebtedness of all 
subordinate governmental units in Hawaii amounted to only 
$37,713,500. The total indebtedness of the Territory and its local 
units, in fact, amounted, on June 30, 1956, to less per capita than the 
comparable figure on State and local debt for the United States as a 
whole. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


SuBsTiTuTE For H. R. 11954, 85rH ConaGreEss 


A BILL To amend the Hawaiian Organic Act and Public Laws 640 
and 643 of the Eighty-third Congress, as amended, relating to general 
obligation bonds of the Territory of Hawaii. 

Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That 
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section 1 of Public Law 640 of the Eighty-third Congress 
(68 Stat. 782), as amended by section 1 of Public Law 720 
of the Eighty-fourth Congress (70 Stat. 552), is further 
amended 
(a) by deleting the proviso from the first sentence 
thereof and inserting m lieu thereof the following: 
“Provided, however, That the total indebtedness of such 
Territory shall not exceed the amount of total indebted- 
ness authorized by the Hawaiian Organic Act: Provided, 
further, That in applying the Territory’s debt limitation, 
the computation of the amount to which the total in- 
debtedness of the Territory may be extended at any 
time shall include all gene ral obligs ition bonds, but shall 
not include the general obligation bonds to be issued 
pursuant to this Act.’’; and 
(b) by inserting in the second sentence thereof, im- 
mediately following the words “such bonds’’, the words 
‘Gssued pursuant to this Act’’. 

Sec. 2. Section 2 of Public Law 643 of the Eighty-third 
Congress (68 Stat. 785, 786), as amended by section 2 of 
Public Law 720 of the Eighty-fourth Congress (70 Stat. 552), 
is hereby repealed. 

Sec. 3. The third sentence of the first paragraph of sec- 
tion 55 of the Hawaiian Organic Act (31 Stat. 150), as 
amended (48 U.S. C., 1952 ed., Sup. V, sec. 562), is further 
amended by deleting therefrom ~ words “the total of such 
indebtedness incurred in any one year by the Territory or 
any such subdivision shall not dateed 1 per centum of the 
assessed value of the property in the Territory or subdi- 
vision, respectively”, and by inserting in lieu thereof the 
words ‘“‘the total of such indebtedness incurred in any one 
year by any such subdivision shall not exceed 1 per centum 
of the assessed value of the property in such subdivision,” 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 11954, as amended. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Act or Auacust 24, 1954 (68 Stat. 782) as AMENDED BY THE AcT OF 
JuLY 14, 1956 (70 Strat. 552) 


That the Legislature of the Territory of Hawaii, any provision of 
the Hawaiian Organic Act, or any law of the Territory of Hawaii, or 
of any Act of this Congress to the contrary notwithstanding, may 
authorize the issuance of general obligation bonds in the amount of 

$20,000,000, such authorization to be over and above any limitation 
on the bonded debt of the T erritory imposed by the Hawaiian Organic 
Act and in addition to all other issues in excess of said debt limita ation 
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authorized by the Congress: [Provided, however, That the total in- 
debtedness of such Territory shall not exceed $95,000,000 or the 
amount of total indebtedness authorized by the Hawaiian Organic 
Act, whichever is the higher.] Provided, however, That the total indebt- 
edness of such Territory shall not exceed the amount of total indebtedness 
authorized by the Hawaiian Organic Act: Provided, further, That in 
applying the Territory’s debt limitation, the computation of the amount 
to which the total indebtedness of the Territory may be extended at any 
time shall include all general obligation bonds, but shall not inelude the 
general obligation bonds to be issued pursuant to this Act. The proceeds 
of such bonds issued pursuant to this Act shall be used for the purchase 
of mortgages made on or after July 1, 1954, or for the making of 
mortgages, on homes and farms of veterans within the Territory of 
Hawaii. 

[Sec. 2. During the years 1954 to 1959, inclusive, the Territory of 
Hawaii is authorized to issue, any provision of the Hawaiian Organic 
Act or any other Act of Congress to the contrary notwithstanding, 
public improvement bonds in such amounts as will not cause the total 
indebtedness of such Territory to exceed $95,000,000 or the amount 
of total indebtedness authorized by the Hawaiian Organic Act, which- 
ever is the higher. 

{In applying the Territory’s debt limitation, whether prescribed 
by this or other specific Act of Congress or by the Hawaiian Organic 
Act, the computation of the amount to which the total indebtedness 
of the Territory may be extended at any time shall include all general 
obligation bonds, whether for public improvements or for other pur- 
poses for which general obligation bonds are or may be authorized 
to be issued by the Congr ess: Provided, That during the year 1960 and 
thereafter if the Territor y’s debt limitation prese ribed by the Hawaiian 
Organic Act shall be less than $95,000,000 there shall be added 
to the Territory’s debt limitation so prescribed by the Hawaiian 
Organic Act such amount as represents the outstanding indebtedness 
incurred for the purposes authorized by Public Law 640, Eighty- 
third Congress, as amended, but such addition shall not cause the 
total indebtedness of the Territory to exceed $95,000,000. 

[Nothing herein shall be deemed to preclude the issuance of bonds 
after 1959 under Public Law 640 of the Eighty-third Congress, as 
amended, in accordance with the authorization therein set forth.] 


Hawattan Oroanic Act (31 Strat. 150), As AMENDED (48 U.S. C., 
Sec. 562) 


Sec. 55. The legislative power of the Territory shall extend to all 
rightful subjects of legislation not inconsistent with the Constitution 
and laws of the United States locally applicable. The legislature 
shall not grant to any corporation, association, or individual any 
special or exclusive privilege, immunity, or franchise without the 
approval of Congress; not shall it grant private charters, but it may 
by general act permit persons to associate themselves together as 
bodies corporate for manufacturing, agricultural, and other industrial 
pursuits, and for conducting the business of insurance, savings banks, 
banks of discount and deposit (but not of issue), loan, trust, and 
guaranty associations, for the establishment and conduct of ceme- 
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teries, and for the construction and operation of railroads, wagon 
roads, vessels, and irrigating ditches, and the colonization and 
improvement of lands in connection therewith, or for colleges, ok 
naries, churches, libraries, or any other benevolent, charitable, 
scientific association. No divorce shall be eranted by the lestlateee: 
nor shall any lottery or sale of lottery tickets be allowed; nor shall 
spirituous or intoxicating liquors be so'd except under such regula- 
tions and restrictions as the Territorial legislature shall a ide; nor 
shall any public money be appropriated for the igo or benefit 
of any sectarian, denominational, or private school, or any school 
not under the exclusive control of the government; nor shall the 
government of the Territory of Hawaii, or any political or municipal 
corporation or subdivision of the Territory, make any subscription 
to the capital stock of any incorporated company, or in any manner 
lend its credit for the use thereof; nor shall any debt be authorized 
to be contracted by or on behalf of the Territory, or any political or 
municipal corporation or subdivision thereof, except to pay the 
interest upon the existing indebtedness, to suppress insurrection, or 
to provide for the common defense, except that in addition to any 
indebtedness created for such purposes the legislature may authorize 
loans by the Territory, or any such subdivision thereof, for the erec- 
tion of penal, charitable, and educational institutions, and for public 
buildings, wharves, roads, and harbor and other public improve- 
ments, but [the total of such indebtedness incurred in any one year 
by the Territory or any such subdivision shall not exceed 1 per 
centum of the assessed value of the property in the Territory or sub- 
division, respectively, as shown by the then last assessments for 
taxation, whether such assessments are made by the Territory or the 
subdivision or subdivisions, and the total indebtedness of the Terri- 
tory shall not at any time be extended beyond 10 per centum of such 
assessed value of property in the Territory and the total indebtedness 
of any such subdivision shall not at any time be extended beyond 5 
per centum of such assessed value of property in the subidieiolel 
the total indebtedness of the Territory shall not at any time be extended 
beyond 10 per centum of the assessed value of the property in the Terri- 
tory and the total indebtedness of any such subdivision shall not at any 
time be extended beyond 5 per centum of the assessed value of property 
in the subdivision, as shown by the then latest assessments for taxation, 
whether such assessments are made in either case by the Territory or 
subdivision, but nothing in this chapter shall prevent the refunding 
of any indebtedness at any time; nor shall any such loan be made 
upon the credit of the public domain or part thereof; nor shall any 
bond or other instrument of any such indebtedness be issued unless 
made payable in not more than thirty years from the date of the 
issue thereof; nor shall any issue of bonds - other instruments of 
any such indebtedness be made after July 1, 1926, other than such 
bonds or other instruments of hei ly in serial form maturing 
in substantially equal annual installments, the first installment to 
mature not later than five years from the date of the issue of such 
series, and the last installment not later than thirty years from the 
date of such issue; nor shall any such bond or indebtedness be issued 
or incurred until approved by the President of the United States.* * * 
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REVISING, CODIFYING, AND ENACTING INTO LAW TITLE 
23 OF THE UNITED STATES CODE ENTITLED “HIGH- 
WAYS” 


JuNE 19, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Fauuton, from the Committee on Publie Works, submitted the 
following 


REPORT 


[To accompany H. R. 12776) 


The Committee on Public Works, to whom was referred the bill 
(H. R. 12776) to revise, codify, and enact into law title 23 of the 
United States Code entitled ““Highways,’’ having considered the same, 
report favorably thereon with amendments and recommend that the 
bill do pass. 

The amendments are as follows: 

(1) Page 3, in the paragraph defining the term “parkway” strike 
out ‘chapter 3” and insert “chapter 2”. 

(2) Page 6, section 103 (f) is amended by striking out ‘title’? and 
inserting in-heu thereof ‘‘chapter’’. 

(3) Page 14, section 109 (e) is amended by striking out “chapter 3’ 
and inserting in heu thereof ‘chapter 2”’. 

(4) Pages 17 and 18, section 115 (a) is amended by striking out 
“subsection (b) (4) (5)’”’ each place it occurs and inserting in lieu 
thereof ‘subsection (b) (4) and (5)” at each such place. 

(5) Page 22, section 121 (d) strike out “the Federal share of 10 per 
centum”’ and insert in leu thereof “10 per centum of the Federal 
share’’. 

(6) Page 25, the side heading of section 127 is amended by striking 
out “limitation” and inserting in lieu thereof “‘limitations’’. 

(7) Page 27, section 129 (b) is amended by striking out in the last 
sentence thereof “Nor” and inserting in lieu thereof ‘“No”’. 

(8) Page 28, section 130 (a) is amended by striking out ‘‘affected’’ 
and inserting in lieu thereof “effected’’. 

(9) Page 30, section 131 (b) is amended by striking out “: Prowded, 
however, That’? and inserting in lieu thereof a comma and the follow- 
ing: “and’’. 


’ 


1 
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(10) Page 30, section 131 (c) is amended by striking out ‘“‘: Provided, 
me and inserting in lieu thereof a period and the following: 
i 
; (11) Page 31, section 131 (e) is amended by striking out ‘“: Pro- 
vided, That reimbursement” and inserting in lieu thereof a period and 
the following: ‘“‘Reimbursement”’. 

(12) Page 39, section 213 (a) (5) is amended by striking out ‘“neds”’ 
and inserting in lieu thereof ‘‘needs’’. 

_ (13) Page 41, section 303 (c) is amended by striking out “$100 
diem’ and inserting in lieu thereof “$100 per diem’. 

(14) Page 45, section 318 (a) is amended by striking out ‘“detre- 
mines” and inserting in lieu thereof ‘“‘determines’’. 

., (td) Page 46, section 318 (d) is amended by striking out “chapter 
3” and inserting in lieu thereof ‘chapter 2”’. 

(16) Page 52, subparagraph (f) of paragraph 38 of section 2 is 
amended to read as follows: ‘‘(f) Section 108 (b) and (c);’’. 

(17) In the interest of uniformity of style the subsection side 
headings which were contained in certain sections of the introduced 
bill were all stricken out. 

All of the committee amendments are technical in nature, designed 
to clarify typographical errors and otherwise to conform the bill to 
the style used throughout. 


PuRPOSE OF THE BILL 


The purpose of this bill is to revise, codify, and enact into law title 
23 of the United States Code. 

Revision, as distinguished from codification, means the substitution 
of plain language for awkward terms, reconciliation of conflicting laws, 
omission of superseded sections, and consolidation of similar provisions. 
The purpose of this revision is not to change substantive law, but to 
put that law in a form which will be more useful and-understandable. 

The first Federal-Aid Road Act was approved on July 11, 1916. 
Since that date, Congress has enacted about 40 separate laws on the 
subject, excluding appropriation acts. Many new provisions were 
inserted in the various enactments. The existing laws contain pro- 
visions which are obsolete and which have amended, supplemented, 
or repealed, expressly or by implication, earlier provisions of law. 
As a result, the necessity of dealing with these many enactments has 
made the administration of the Federal-aid highway program difficult. 
The bill will place in a one-package enactment a clear, concise, .up-to- 
date version of all the existing Federal highway laws in an orderly 
and logical arrangement. While the bill contains certain technical 
refinements and language changes to conform to existing practices 
and procedures, it is not intended to change any of the fundamental 
and underlying concepts of existing Federal highway legislation or to 
make any changes of real substance. 


Scorps or REVISION 


This revision is based upon title 23 of the United States Code and 
is designed to include all of the permanent provisions of the Federal 
highway laws which have been enacted from the date of the original 
law in 1916. Included in this revision are the substantive provisions 
of permanent law as have been contained in various appropriation 
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acts over the years. It does not include any provisions deemed to be 
of a temporary nature. 


LEGIsuATIVE History In Prion CONGRESSES 


In 1951, during the 82d Congress, a codification bill was introduced 
on which no action was taken by the Congress. Congress, however, 
became increasingly aware of the need for such codification and the 
Federal-Aid Highway Act of 1954 (Public Law 350, 83d Cong.) in- 
cluded a provision requiring the Secretary of Commerce to transmit 
to the Congress a suggested draft of a bill for a revision of the Federal 
highway laws. This provision was contained in section 12 of the 
act and reads as follows: 


Src. 12. The Secretary of Commerce is authorized and 
directed to transmit to the Committees on Public Works of 
the Senate and of the House of Representatives not later 
than December 31, 1954, a suggested draft of a bill or bills 
for a Federal Highway Act, which will include such provisions 
of existing law, and such changed or new provisions as the 
Secretary deems advisable. The Secretary shall also submit 
a report commenting on the draft of bill or bills, which shall 
include specific reference to each change in, or omission of, 
any provision of existing law. 


Pursuant to this provision, a draft bill was submitted to the com- 
mittees and legislation was introduced in the 84th Congress. Hear- 
ings were held on this proposed legislation by the House Committee 
on Public Works. Due to the fact that legislation which eventually 
became the Federal-Aid Highway Act of 1956 was then being con- 
sidered by the Congress, it was deemed advisable to defer final 
consideration of the codification bill until enactment of the 1956 act, 
particularly since the codification bill would necessarily incorporate 
the new provisions of the 1956 act. Consideration of the codification 
bill was again deferred awaiting final action on the Federal-Aid 
Highway Act of 1958. 


CoMMITTEE HEARINGS 


On June 5, 1958, hearings were held by the Committee on Public 
Works on H. R. 12776, at which time testimony was heard from 
representatives of interested Government agencies, including the 
Department of Commerce and the Bureau of Public Roads. Further 
testimony was received by the committee from various interested 
organizations. The comments of all witnesses were extremely favor- 
able. Immediate enactment of the bill was recommended. 


ARRANGEMENT AND NUMBERING 


In the preparation of the revision bill a painstaking and complete 
analysis was made of all congressional enactments on the subject to 
ascertain which provisions were repealed or which had become obsolete 
or surplus. The next step was to arrange the remaining provisions of 
existing law in an orderly and logical arrangement. Every attempt 
was made to restate these existing provisions in clear and concise 
language with the use of uniform terminology. This was work of an 
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extremely detailed and painstaking nature, and the committee wishes 
to acknowledge the invaluable cooperation of the Law Revision 
Counsel of the House Committee on the Judiciary in connection with 
this revision. 

The general format of the bill is as follows: 

Section 1 of the bill contains all of the Federal highway laws to be 
enacted as title 23 of the United States Code, divided into three 
chapters. 

Chapter 1—Federal-Aid Highways, contains all of the provisions 
dealing primarily with the Federal-aid programs, including the admin- 
istration of Federal-aid primary, secondary, urban, and interstate 
funds. 

Chapter 2—Other Highways, contains all of the provisions relating 
to the expenditure of Federal funds on other classes of highways, in- 
cluding forest highways, forest development roads, park roads, park- 
ways, Indian reservation roads, public lands highways, defense access 
roads, and the Inter-American Highway. 

Chapter 3 contains general provisions applicable to the administra- 
tion of activities by the Bureau of Public Roads. 

Section 2 of the bill contains a schedule of all acts, and portions 
thereof, which would be repealed. 

Sections 3, 4, and 5 contain miscellaneous provisions with respect 
to construction of the act, a savings clause, and a report to be sub- 
mitted to Congress. These provisions are not regarded as appropriate 
for enactment as part of title 23 and, therefore, should be enacted 
separately. 

GENERAL STATEMENT 


Motor vehicle transportation has become of major importance in 
the United States, and the construction of an adequate network of 
highways to serve the transportation needs of this country is of 
critical importance. Participation by the Federal Government in 
the construction of the Nation’s highways, through the Bureau of 
Public Roads of the Department of Commerce, has increased pro- 
gag sped over the years with the increase in the highway needs 
of the Nation. Inception of the Federal-aid highway program came 
in 1916 with the enactment of the Federal-Aid Road Act which 
appropriated the sum of $5 million to assist the States in the con- 
struction of highways for the fiscal year 1917. The Federal-Aid 
Highway Act of 1958, the latest in the series of major highway pro- 
grams, authorized the appropriation of $3.4 billion for Federal-aid 
highways, including the Interstate System, for fiscal year 1961. 

It is essential that a program of such magnitude, involving the ex- 
penditure of such great sums of money, be administered with the ut- 
most efficiency. To this end, the committee feels it is highly desirable 
that the officials responsible for the administration of the Federal-aid 
highway program have the benefit of a clear and concise code of laws, 
arranged in a logical and orderly sequence. With reference to this 
point, testimony presented to the committee showed that many of the 
States have revised and recodified their respective highway laws which 
had gotten cumbersome, voluminous, and sometimes contradictory. 
The results have proved beneficial to the public and a stimulus to the 
road program. 

To ascertain the existing Federal law on a particular point frequently 
requires painstaking and time-consuming research by attorneys, and 
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for the layman who must refer to these statutes the situation often 
seems overwhelmingly complex. Federal-aid highway laws, directly 
or indirectly, affect many State or local agencies, and, in many in- 
stances, these agencies do not have convenient access to all of the 
congressional enactments on this subject. The result is undesirable 
expense and delay and, in some cases, uncertainty as to the complete 
requirements of the Federal law. 

H. R. 12776 will reduce our current Federal-aid highway statutes 
from approximately 230 pages in extent to a single concise document, 
and will give the States and the Bureau of Public Roads a new mile- 
post. and starting place from which to reference subsequent legislation. 

H. R. 12776 codifies existing Federal-aid highway legislation into a 
single package with the various provisions of law arranged in a logical 
and orderly sequence. This will simplify the administration of the 
Federal-aid highway program and result in a corresponding increase 
in efficiency and economy. 


AGENCY COMMENTS 


The legislation was proposed by the Department of Commerce based 
upon a directive in the Federal-Aid Highway Act of 1954. Section 12 
of the 1954 act directed the Secretary of Commerce to transmit to 
the Committees on Public Works of the Senate and of the House 
a suggested draft of bill or bills for a Federal Highway Act, including 
such provisions of existing law and such changed or new provisions 
as the Secretary deemed “advisable. H. R. 12776 is based largely 
upon the bill submitted to the 84th Congress as a result of the 1954 
act with revisions to include the Federal-Aid Highway Acts of 1956 
and 1958. The letter from the Secretary of Commerce proposing the 
legislation is as follows: 


THE SECRETARY OF COMMERCE, 
Washington, D. C., January 27, 1958. 
Hon. Sam RaysBurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. SpeAKER: The Department of Commerce recommends 
to the Congress for its consideration the attached draft of legislation 
entitled ““To revise the Federal-aid highway laws of the United States.’ 

The proposed legislation would revise and reenact into a single law 
the existing provisions of the original Federal-Aid Road Act of 1916 
and the many amendments thereto, including the Federal-Aid High- 
way Act of 1956. The bill would eliminate all executed, obsolete, 
amended, or repealed provisions of these laws. No changes have been 
made in the phraseology of existing law except for purposes of clari- 
fication and organization and to conform with established adminis- 
trative practice. No substantive changes of law have been made in 
the proposed legislation with the exception of certain minor changes 
and additions, principally in areas of administration, which are in 
line with existing practices and procedures. 

The attached draft bill is based largely upon the bill submitted to 
the 84th Congress pursuant to section 12 of the Federal-Aid Highway 
Act of 1954, with the incorporation therein of the provisions of the 
Federal-Aid Highway Act of 1956 (70 Stat. 374), and other legislation 
subsequently enacted. Section 12 of the 1954 act directed the 
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Secretary of Commerce to transmit to the Committees on Public 
Works of the Senate and of the House, not later than December 31, 
1954, a suggested draft of bill or bills for a Federal Highway Act, 
including such provisions of existing law and such changed or new 
provisions as the Secretary deemed advisable. Such draft bill, 
together with a report thereon, was submitted to Congress as re- 
quired by section 12 of the 1954 act, and identical bills H. R. 234, 
H. R. 235, H. R. 2127, and S. 1072 were introduced in the 84th 
Congress, based upon said draft of bill. The Subcommittee on 
Roads of the House Committee on Public Works held hearings on 
H. R. 234, H. R. 235, and H. R. 2127 on February 16 and March 9, 
1955, but no further action was taken thereon, nor was action taken 
by the Senate on S. 1072. 

The Department believes that enactment of the proposed bill, which 
would simplify the Federal highway laws and facilitate their applica- 
tion, would expedite the administration of the highway program. 
The bill is recommended for the favorable consideration of Congress. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of the proposed bill to the Congress for 
its consideration and would favor its enactment. 

Sincerely yours, 
Sinctarn Weeks, Secretary of Commerce. 
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Merged into, amended or repealed by— | New Title 23 


Sees. 6 and 9, 1921 Act 
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85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 1939 


THE AGRICULTURAL ACT OF 1958 


JuNE 19, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Cootny, from the Committee on Agriculture, vereiited the 


following oa MIC ie 


REPORT 


[To accompany H. R. 12954] 


REANIN 
The Committee on Agriculture, to whom was “ied the bill 
(H. R. 12954) to extend and amend the Agricultural Trade Develop- 
ment and Assistance Act of 1954; to amend the Agricultural Adjust- 


ment Act of 1938, the Agricultural Act of 1949, and the National 
Wool Act of 1954 with respect to acreage allotment and price-support 
programs for rice, cotton, wool, wheat, milk, and feed grains; and for 
other purposes, having ¢ onsidered the same, ‘report favorably thereon 
without amendment and recommend that the bill do pass. 


Masor PRovISsIONS 


H. R. 12954 extends for 1 year the Agricultural Trade Development 
and Assistance Act, more commonly known as Public Law 480, and 
authorizes sale of an additional $1.5 billion in farm products. It also 
directs an expanded barter program. It authorizes use of foreign 
currencies, obtained in the sale abroad of agricultural commodities, 
for sites and buildings abroad, trade fair participation and related 
activities, translation of foreign scientific publications, an expanded 
educational exchange program, public health activities, and operation 
of American colleges and other schools in foreign countries. 

For the various commodities: 

Rice-—Permits the Secretary of Agriculture in 1959, 1960, and 1961 
to set the rice support price at his own discretion at any level between 
75 and 90 percent of parity, without reference to the so-called escalator 
clause, which ties the support level to supply and demand factors. 
[t provides that the national rice acreage allotment in the next 3 years 
shall not be smaller than the 1958 allotment. 

Cotton.—Sets up a new 3-year program providing national acreage 
allotments in 1959, 1960, and 1961 at no less than the requirements 
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for domestic consumption and export (approximately 17,700,000 acres 
in 1959), and authorizes each cotton farmer a choice between (a) 
remaining within his original allotment and receiving price supports 
in 1959 at the 1958 level, in 1960 at 80 percent of parity, and in 1961 
at 75 percent of parity, or (6) planting up to 33% percent above his 
original allotment and receiving price supports on all the cotton he 
produces at not less than 60 percent of parity, the exact level to be 
determined by the Secretary. The 4-acre minimum allotment provi- 
sions of the present law would be continued. 

Wool.—Continues the National Wool Act until March 31, 1962. 

Wheat.—Permits wheat producers to vote on whether they want to 
continue the present program or adopt for 1959, 1960, and 1961 a 
domestic parity program in which farmers would be assured of reason- 
able prices on that part of their cop which is consumed as human food 
in the United States. 

Milk.—Permits dairy farmers to choose between the present support 
program and a new 3-year self-financing program based on 90 percent 
of parity for manufacturing milk. Continues the special school milk 
program, and the programs for donation of dairy products to the 
armed services and veterans’ hospitals for 3 additional years, and 
extends the donation program to the United States Merchant Marine 
Academy. Strikes out the provision of present law that price supports 
be fixed at a level ‘necessary in order to assure an adequate supply.” 

Corn and other feed grains.—Provides a solution of the feed grain 
problem whereby producers are given the choice whether they want to 
discard all supports and acreage allotments or, for the next 3 years, 
accept either one of the following programs: (a) Price supports for 
corn and sorghum at 80 percent of parity; acreage controls and 
marketing quotas and cross-compliance; payments in kind and in 
cash for diverting corn and sorghum acreage to land conserving uses; 
oats, rye, and barley price supports related to price support of corn, 
or (6) price supports for corn at 90 percent of the previous 3-year 
weighted market price: no acreage allotments or marketing quotas, 
no payments in kind or in cash; sorghum, oats, rye, and barley price 
supports related to the support price of corn. 


STATEMENT 


The purpose of H. R. 12954 is to perpetuate food and fiber abund- 
ance in America, at reasonable costs to consumers, and to accomplish 
for the producers of this food and fiber a fairer relationship of income 
and living standards with the other great segments of four economy 
and society. 

This legislation is based on the proposition that any program for 
agriculture must be fair to farmers and consumers alike. It proposes 
substantial savings to taxpayers, by reducing the costs of farm pro- 
gram operations. 

It seeks to strengthen the family farm and thereby arrest the migra- 
tion of farm people to the cities where they are adding to the rolls of 
unemployed and are competing for jobs with the established labor 
supply. 

It will enable our Government to share our food and fiber abundance 
more beneficially with friendly peoples the world over, by the exten- 
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sion and expansion of the Agricultural Trade Development and Assist- 

ance Act, more commonly known as Public Law 480. It will make 
friends for America. 

It assures a continuation of the school milk program, and the milk 
programs for veterans’ hospitals and for the armed services. 

It carries forward the vital program making our abundant foods 
available to our needy citizens in the United States. 

H. R. 12954 will improve the income of producers of a number of 
major crops, although it does not restore a full parity position to 
agriculture such as prevailed for 11 consecutive years, 1942-52 inclu- 
sive. It has been written in the shadows of Presidential vetoes. 
The first veto rejected H. R. 12 of the 84th Congress which sought to 
restore 90 percent of parity to major crops. The second veto voided 
Senate Joint Resolution 162 of the 85th Congress which had as its 
objective merely a holding of the line against further price deteriora- 
tion and acreage reductions until the Congress could enact new general 
farm legislation. 

This bill, therefore, represents a compromise between the adminis- 
tration’s policy of constantly lowering farm prices on the one hand 
and, on the other, the often expressed objective of the Congress to 
maintain agriculture on a parity with other areas of the general 
economic structure. While it does not bring back a completely 
equitable price position for agriculture, it rejects the administration’s 
proposition that the Secretary of Agriculture be given a completely 
free hand to reduce price supports as low as 60 percent of parity, where 
now the legal minimum is 75 percent of parity. 

A new approach to the farm problem is embraced in this measure. 
It aspires to the stabilization of the agricultural economy by treatment 
of each major crop in a separate program, and in this respect the 
committee is convinced H. R. 12954 lays a solid foundation for im- 
proving the bargaining power and the economic position of agriculture, 
and for the construction of a true parity program at a time in the 
future when the administration, and all the organizations entitled to 
speak for farmers, are of one mind with the Congress to turn agricul- 
ture again in the direction of a production and price position that will 
provide due rewards for the farm families that have contributed so 
much to making America’s standard of living the envy of the world. 


THE FARMER 


The committee, in presenting H. R. 12954 points out to the House 
and to the American people that our total pepulation consumed 11 
percent more farm-produced foods, including more meats and other 
animal products, in 1957 than in 1952, yet our farmers received $600 
million less for that larger volume of production in 1957 than for the 
more limited volume in 1952. And, in contrast, consumers paid food 
processors and marketing middlemen $6.1 billion, or 25 percent, more 
in 1957 than in 1952 | for hauling, processing and handling the food 
between the farm aa and the retail counter. 

Thus, in 5 years—comparing 1957 with 1952—we have witnessed 
these deteriorating circumstances in agriculture: 

Total farm production (including fiber and other nonfood crops): 
Up 6 percent in spite of record carryovers. 

Farm prices: Down 16 percent. 








4 THE AGRICULTURAL ACT OF 1958 . 


Farm parity ratio: Down 18 percentage points. 

Realized net farm income: Down 19 percent, lowest point since 
1942. 

Purchasing power of that farm income: Down 23 percent, lowest 
since 1940, 

Farm debt: At a record high, above $20 billion. 

Farm population: Declined 12 percent, from 24,283,000 in 1952 to 
20,396,000 in 1957. 

In 1952, net income per farm in the United States averaged $2,789; 
in 1957, 5 years later, net income per farm had dropped to $2,496. 
In contrast the income of the average nonfarm family of 3 persons 
increased from $5,499 in 1952 to $6,135 in 1957. 

In 1957, the returns to all farmworkers for their labor and manage- 
ment reached a low of 69 cents an hour, while the average wage of 
industrial workers reached a high of $2.07 an hour. 


THE CONSUMER 


In America, the wage earner pays a smaller part of his income for 
food than in any other place in the world. Notwithstanding the 
great increases in the costs of transporting, processing and marketing 
food in recent years, the average hourly pay of factory labor today 
generally will buy twice as much food as in 1929, prior to the beginning 
of the farm program. 

The following table I, prepared by the Department of Agriculture, 
sets forth clearly that consumers receiving wages and salaries are 
required to work fewer and fewer hours to purchase food, as compared 
with former years: 


TABLE I.—Quantity of each item that could be purchased with 1 hour of factory labor, 
United States, designated dates 


Item Unit 1929 1939 1949 1952 1957 April 

1958 
Bread, white Pound.. 6.4 8.0 10.0 10.5 11.0 11.0 
Round steak. __- , ; do.- 1.2 1.8 1.6 1.5 2.2 2.0 
Pork chops..--.-- do 1.5 2.1 1.9 2.1 2.4 2.3 
Sliced bacon do 1.3 2.0 2.1 2.6 3.6 2.7 
Butter. do 1.0 1.9 1.9 2.0 26 2.9 
Cheese do 1,4 2.5 2.7 2.8 3.6 3.6 
Milk, fresh (delivered) - Quart. 3.9 5. 2 6.7 6.9 8.3 8.5 
Eggs, fresh Dozen eS 2.0 2.0 2.5 3.6 3.6 
Oranges_. do 1.3 2.2 2.7 3.3 3.6 2.7 
Potatoes- Pound i 17.7 25. 3 25. 5 22. 0 36.3 25.7 
Tomatoes (canned No. 2 can 4 7.4 9.2 15 13.8 12.0 
Margarine Pound 2.1 3.9 4.5} 6.9 7.1 


i No, 2 can 1914, September 1953; No. 303 beginning October 1954 


Source: Agricultural Marketing Service. Calculated from data compiled from reports of the Bureau o 
Labor Statistics 


= 


The retail cost of a number of food items rose in the early months 
of 1958. This in part reflected higher prices at the farm level. The 
temporary farm price increase primarily was the result of (1) severe 
winter freezes in the South which destroyed vegetable and fruit crops, 
(2) the end of 7 vears of drought in the Plains States which created a 
heavy demand for cattle to restock the plains where pasture now is 
flourishing again, aud (3) to the fact that cattle, hog and sheep pro- 
ducers all decided to hold back animals and rebuild their breeding 
herds in the same year. 
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Irrespective of the cause, the increased retail costs of meat, vege- 
table, and fruit items at the retail counter has been reflected in some 
complaints from consumers. A number of those who complain blame 
farmers for high food costs. 

However, even if these temporary higher prices for some farm 
products should prevail throughout the year, farmers still would 
receive a smaller return in 1958 than in 1952 for the basic foods con- 
sumed by the average family. 

The Department of Agriculture estimates each month, on the basis 
of current prices at the farm and on the retail counter, the annual 
costs of the basic items of food for the average family. The reports 
on this family “market basket” show that, on the basis of prices pre- 
vailing during the first 3 months of this year, the farmers will get 
$436 in 1958 for all the items in the “basket,’’ a decrease of $46 from 
the $482 received in 1952. However, the consuming family, by the 
Department’s figures, will pay $1,054 for the ‘“‘basket”’ items in 1958, 
an increase of $20 over the $1,034 paid for the same times in 1952. 
This increase will occur because marketing costs are substantially 
higher than in 1952, more than offsetting the smaller return received 
by farmers. The Department computations indicate that the cost of 
processing and distributing the market basket items has increased 
from $552 in 1952 to $618 in 1958. The items in the “basket” include 
meat and dairy products, poultry and eggs, bakery and cereals, fruits 
and vegetables and fats and oils. 

The following table II sets forth the family food costs in detail. 
The figures under the columns headed ‘first quarter 1958” indicate 
what the annual costs would be on the basis of the costs prevailing 
during the first 3 months of this year. 


TABLE II] Cost of the annual market basket of farm food products for the average 
family, 1952 and 1st quarter, 1958 





Retail cost | Net farm value Marketing Farmer’s share 
margin 
Item | | 1 ~ eee eee ee eee oe | 
Ist lst Ist Ist 
1952 |quarter,| 1952 j|quarter,, 1952 quarter,) 1952 |quarter, 
1958 | 1958 1958 | 1958 
‘ Percent | Percent 
Market basket --------.--------| $1,034 | $1,054 | $482] $436] $552/| $618 47 | 41 
Naient producte....s......-<-- 290 282 181 | 161 | 109 121 62 | 57 
Dairy products scale ee 191 196 101 | SY 90 107 53 | 46 
Poultry and eggs. ............- ll4 Ys 76 62 38 36 66 64 
Bakery and cereals | 
All ingredients... ._- — 141 159 33 32 108 127 17 | 20 
ae it spel bitin tee ith tenes alin 24 | Te Sadia dhcdienneeleetaiaee 15 
All fruits and vegetables_.._____- 215 231 70 | 70 145 161 33 | 30 
URE oe hi dantene $e 129 | 141 53 54 76 87 41 38 
Fats and oils..........- pa 41 45 13 13 28 32 32 | 29 





Source: Agricultural Marketing Service, June 5, 1958. 


The following table IIT clarifies in additional detail the responsibility 
of marketing costs in the retail food price structure. As heretofore 
noted, farmers received $600 million less for the larger volume of food 
consumed in 1957 while the marketing costs increased by 25 percent, 
as compared with 1952. 
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Tasie III.—Farm values and food marketing costs—All farm foods consumed by 
domestic civilians 
(In billions of dollars] 


Farm value — ing Retail cost 
bill 





eta Ee aoe tye | 20.1 24.4 44.5 
Sega es : | 19.0 25.6 44.6 
Oo ec 3 18.3 26.6 44.9 
1955-- as 18.3 27.9 46. 2 
1956 _- BRN oo cove: yc RASS Ss rec eee = 18.8 28.9 47.7 
Wet ek se. zo an 19.5 30.5 50.0 


FARM POLICY—A REVIEW 


The farm program came into being when agriculture was bankrupt. 
This program was based upon the “parity principle.”’ It embodies 
the computation of prices at which farm commodities should sell to 
maintain agriculture in a reasonable income relationship with other 
large segments of the economy. The “parity price” of a farm com- 
modity, thus, is based upon the prices of things farmers must buy— 
tractors, fuel, fertilizer, seed, insecticides, etc.—and the parity price 
goes up or down with the prices of these things, fluctuating as do some 
wage rates in industry that are tied to the cost of living. 

To maintain farm prices at reasonable levels, the Government 
usually makes loans on storable crops at a stipulated percentage of 
parity, although in some cases direct purchases are made by the 
Government. For major crops, the price support level was 90 per- 
cent of parity from 1942 until the enactment of the “‘flexible’”’ price- 
support law in 1954. Here are a few notes on how the program has 
worked: 

for farmers: For 11 consecutive years prior to 1953, the average 
prices paid to farmers were at or above 100 percent of parity. In 
1953, farm prices dropped to 92 percent of parity, in 1954 to 89 percent, 
in 1955 to 84 percent, in 1956 to 83 percent, and in 1957 to 82 percent. 

For consumers: While this program has operated, American families 
have had available to them more and better food, for an expenditure 
of a smaller percentage of their total income, than in any other period 
of history; and, as heretofore noted, although in recent years retail 
prices of many foods have increased as farm prices declined, today the 
average hourly wage of industrial workers will buy twice as much food 
as in 1929. 

Cost to taxpayers: The Commodity Credit Corporation supported 
the prices of major storable crops for 20 years prior to 1953 and, at the 
end of these 2 decades, this program actually showed a 20-year profit 
of $13 million. For the 20 vears, the CCC program for all crops, 
including a number of perishables, showed a loss of only $1,064 
million, and CCC investments in “surpluses” on January 1, 1953 
(inventory and loans), amounted to only $2,452 million. 

In contrast, during the past 5 years, due partially to changed 
economic conditions and partially to the unsympathetic administra- 
tion of these laws, CCC deficits have amounted to 4 times as much 
as was lost in the preceding 20 years (slightly more than $1 billion in 
20 years, compared with more than $4 billion in the last five years). 
Meanwhile, CCC investments in “‘surpluses” have increased threefold, 
from $2,452 million in 1953 to $7,250 million in the most recent 
report. 
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The following table IV summarizes the costs of the CCC price- 
support operations—first, for the 20-year period 1933 to 1952, in- 
clusive, and, second, for the 25-year period 1933 to 1957, inclusive. 


TasLe IV.—Summary of CCC program results from Oct. 17, 1933, through Dec. 31, 
1957 (realized gains and losses) 





Oct. 17, 1933, 
hro’ 


Oct. 17, 1933, 
h 






































Program and commodity through throug 
Dec. 31, 1952 | Dec. 31, 1957 
PRICE-SUPPORT PROGRAM (CCC NONRECOURSE LOAN, PURCHASE, AND 
PAYMENT PROGRAMS) 
Basic commodities: 

Pada chi wad sonckshiwedbnbtedinbsnb mmmohedaiakeed eed nthe tome 1 $53, 166, 802 1 $673, 020, 646 
ee aS re a EEL FE EE Se 30, 813, 137 
Cotton: 

Metre: lems GONPIRY «3650 onccisciinsscncéspnsceseécehinssssebsiseedieeesenes 1 6, 146, 042 
WN nc taenases cb dduencdeapcsmesectpplesieents chmemnaall 268, 629, 425 1 439, 737, 896 
Export differential.......---- 1 41, 361, 218 1 41, 361, 218 
Puerto Rican..............- 130, 198 1 130, 198 
LE TE ACE. 11, 055, 451 11, 055, 451 
PR nndccccacsaksanbiedddedatentcacusmigulaeaaeaeisaieuianiea 1 91, 687, 605 1 151, 129, 448 
thts cntecbsdcum athena swnheltpha aie aaamnaaena dads dae 1 1, 422, 757 1 79, 768, 110 
EIN 5 cco csacclcoese aicabceenenielen ie 4, 585, 150 1 4, 326, 570 
Wate. is: ci cublidiciyncccetbletiaaieen alien a-ecaeaiincadadaamidae kiaian Saale 1 83, 490, 156 1 510, 721, 419 
Pes ii adeccenttn cialbaitte as cunacaiaadadamaieamaaodaeaiind aaa |oneeeeoe-------- 1 65, 967, 730 
IEE ioir<sit ccadeenianntsebenarinianennisn dgieadcadiimmeaatimiiiainmmiadticg-amsctoninl 13, 011, 290 | 1 1, 992, 067, 863 
Designated nonbasic commodities: 
Honey a cs hla ie iveiedeal ks apie Meccan sk anendiaas aa 1 873, 405 1 868, 646 
Milk and butterfat: 
Butter_____- ap aihsbaasebieaaaeenae schnell didi 1 48, 286, 347 1 430, 421, 755 
Butter oil_ _-_- snes ec dear cong a ee Seana Reape cones 1 121, 205, 843 
Cheese. _- : 1 25, 021, 168 1 302, 514, 035 
Milk: 
RPE idiinaapins, dice eeekiels Sabiedidiadulticucaatecaeeonsa 1 58, 215, 868 1 518, 832, 477 
Fluid.__. a itiec caste 1 187, 301, 019 
Wee vin cctig cuieaa = tt dalam haan egn bv ann atan-erepennorned are ieee 13, ‘ 
EN ditniniarsinccanimbaeiniion ee ey 
Potatoes, Trish 1 478, 080, 248 1 478, 577, 870 
Fee GB... <525c550nes 178, 904 ! 1, 063, 125 
lait ci oceans 1 92, 163, 834 | 1 113, 829, 214 
TO 6 ccna hele ee cea tetep id 1 702, 719,774 | 12, 158, 198, 193 
Other nonbasic commodities: 
Barley bia eae AL : : 1 9, 621, 953 1 101, 663, 747 
Beans, dry, edible a putea des | 1 31, 860, 759 | 72, 679, 309 
Castor beans_ : Be 1171, 198 1171, 193 
Cotton, American-Egyptian 1 273, 760 28, 827 
Cottonseed and products. 1 15, 360, 619 1 116, 786, 256 
PS 5 esnenied atin 1 189,704,186 | 1 189, 698, 695 
Flax fiber___- 1 397, 113 | 1 397, 113 
Flaxseed and linseed oil__._-._-..---- . he ia | 1 66, 065, 232 | 1 166, 034, 288 
Fruit, dried ___ | 1 14, 882, 320 | 1 14, 882, 320 
Grain sorghum. | 1 35, 804, 103 | 1 183, 384, 438 
Grapefruit juice_ i ; 7 d ; 1 1, 732, 374 | ! 1, 732, 374 
Hemp and hemp fiber A ; ---| 121,450, 155 | 1 21, 459, 155 
Hops | 1 954, 200 1 954, 200 
Naval stores ‘ . | 1 1, 372, 873 | 1 815, 375 
Oats : ; 1 1, 338, 827 | 1 66, 962, 650 
Olive oil | | 578, 132 
Peas, dry, edible | 1 889, 436 1 $24, 436 
Pecans. | 1 3,751 | 13,751 
Rye 1 159, 455 | 1 17, 448, 925 
Rye flour | 7, 080 
Seeds 1 1,349, 516 | 1 38, 705, 486 
Soybeans 4, 376, 694 | 1, 577, 300 
Sugar, Puerto Rican and Virgin Islands_-- mleedeke sail 23, 830 | 23, 830 
Sugar beets. SS ; a ts ..| 116,517, 269 1 16, 517, 269 
Sweetpotatoes_ _- : ode re: bslsedl : 1 135, 421 1 135, 421 
Turkeys. __. adh iaivrertate ia ‘ | 11, 070 | 11,070 
Vegetables, canned _- 11, 942 | 11, 942 
Total acne tt tcl bal acini data ae an li 1 374, 908, 741 1 1,013, 329, 084 
NE wee CUMIN i. ss ttc en cde casa lagah cand aicandbacelee BSh Fis. od 1 10, 151, 648 
Oe te OG i onc nis. oka cnc uc sdcaacdtiaeee een 1 1, 064, 617, 225 | 15,173, 746, 788 





t Denotes loss. 
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Although the farm program, as administered in recent years, has not 
succeeded in preventing a decline in farm prices and farm income, 
without it farmers would have fared even worse. 

Detailed data made available to the committee indicate that the 
Commodity Credit Corporation, by its price support and supple- 
mentary distribution programs in each of the last 5 years, removed a 
net of from $1.1 to $2.5 billion in farm products from commercial 
markets. 

Statistical studies indicate that the demand for farm products is 
inelastic. A 5-percent oversupply on the market causes farm prices 
to drop 12.5 percent or more. Employing this ratio, each $1 of farm 
products removed from commercial markets by CCC or section 32 
(surplus removal) programs increased farm income at least $2.5. 
Making these calculations and adding direct Government payments 
to farmers, the contribution of the farm program to farm income in 
recent years may be estimated as follows: 





TABLE \ 
ee oe : ago ee : | " | 
Net removal | Estimated | Contribution 
of farm | contribution | Realized | of programs 
products | of programs | net farm as percent of 
Year fromcom- | tofarm | income | net farm 
mercial income (billions) income 
markets by | (billions) | (percent 
Government | | | 
(billions) 
| j 
| } 
inch detecrkcoscnchc cosa abcapacatedtocenaitnseoee $1.7 $4.7 $14.3 | 33 
ae seit 2.7 6.9 13.9 5 
etait = 1.3 3.4 12.2 2 
rich idakidesnmauiene nds dns kaeanacnediwae 1.9] 5.1 11.6 | 44 
I ee ee ned Ve | 8 | 12.1 | 31 


A BASIC OBJECTIVE VERSUS FOUR MYTHS 


The farm program, based on the parity principle, was erected upon 
an awareness in the Congress that agriculture is the only major ele- 
ment of our total economy that has no device, outside of the help of 
Government, to pattern its produc tion to market needs; that farmers 
have no way of measuring what should be their individual contribu- 
tions to a balanced national supply of food and fiber without Govern- 
ment help; that farmers have virtually no bargaining power in the 
commerce they conduct; that agriculture is the only major industry 
that does not set its prices but goes into the market place and asks: 
“What will you give me?” 

Thus the farm program, from its beginning in the 1930’s, sought to 
employ for agriculture the two basic requirements of any successful 
ee in a free-enterprise economy: 

) To provide machinery whereby producers may adjust their 
silk tion to market requirements; and 
(2) To give the producers a voice in the price of their com- 
modities as they deliver them to the markets. 

It is astonishing to this committee, therefore, that the farm pro- 
gram, aspiring to make available to farmers, for use at their own elec- 
tion, these fundamental and time-tested requirements of successful 
private business, has been assailed in some quarters as an impingement 
of freedom and as at odds with free enterprise. 
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National propaganda has been trained against the operation of an 
effective farm program. 

Four great myths have been planted on the farms of America and 
have yie Ided a crop of confusion, uncertainty, and doubt, around the 
future of agriculture. Mistrust has been created among farmers 
themselves, in their own program. 

First, farmers are told that lower prices will solve their problems. 

Second, farmers are told that increased efficiency will solve their 
problems. 

Third, farmers are told that movement of people out of agriculture 
will solve their problems—that is, the problems of those who are left. 

Fourth, farmers and the Nation at large are told that the price- 
support program is responsible for surplus farm production. 

The present Secretary of Agriculture—virtually from the day he 
took office in 1953—has repeatedly told his audiences, principally 
consumers, that ‘‘the farmer is pricing himself out of his markets.”’ 
We do not recall that at the same time the people who manufacture 
tractors, trucks, fertilizer, sell fuel and all the other requirements in 
the production of food and fiber, have said that their prices are too 
high. Indeed not, for the costs of things that farmers use in produc- 
tion have been increasing one by month, while farmers’ profits 
have been going down year by yee 

As to the second myth, sahiatee to increased efficiency, recent 
experience indicates that the improved methods of production have 
not solved but have intensified the farm problem. 

The improvement of efficiency in agriculture in the last few years 
has been unmatched in any other period of our history. Crop produc- 
tion per acre in 1957 was 40 percent above the 1935-39 average. Total 
man-hours of labor used for farmwork declined oy 34 percent in this 
20-year period; yet greater and greater abundance has come from the 
land. Output per man-hour of farm labor has increased 127 percent. 
The number of consumers supported by 1 farmworker has doubled, 
from 10 in the 1930’s to more than 20 today. 

Yet for the 5 years 1953 through 1957 the rewards to the farmer and 
his family constantly declined. 

The third myth is as cruel as it is fallacious. It seeks an answer to 
the farm problem by moving people out of agriculture. The theory 
seems to be that overall farm output would be reduced, and that 
total farm income would be divided among fewer farmers. 

The fact is that we have experienced the greatest movement of 
people from our farms in the last few vears that we have ever known; 
yet, total farm output has increased to new record levels. In a dis- 
cussion of this myth, the question might well be raised as to what would 
happen to farm income if the population attrition continues and 
another 1 million of the approximately 5 million farm families go out 
of agriculture. The annual realized net farm income of around 
$11,800 million, when divided among 5 million farms, shows an average 
per farm income of $2,360, for investment, management and labor. 
Divide the same total net of agriculture by 4 million farms and the 
per farm income still is only $2,950. 

As to the final myth—that price supports are responsible for surplus 
farm production—we need only to point out that total farm output 
in 1957 was 6 percent higher than 5 years earlier in spite of a 19 
percent decline in net farm income; but the combined production of 
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the 6 basic crops subject to acreage allotments and price supports 
was 13 percent lower, not higher, in 1957 than in 1952. Farm output 
is too great for available market outlets primarily because the tech- 
nological revolution in agriculture is increasing total farm output 
faster than commercial markets can absorb it. 

These four myths are being employed today to divide and confuse 
farm people and the general public. This propaganda in spite of its 
falsity is part of a broad assault upon the farm program. 


SOME DANGERS AHEAD 


Feed grain stocks have been increasing for 5 consecutive years. 
Another 400 to 500 million bushels of corn or its equivalent in other 
feed grains from the 1957 crop will be added to the carryover this 
fall. Even if no feed grains were produced this year, there is sufficient 
on hand to feed out the usual pig crop in 1959 with enough left over 
for all the dairy cows, horses and sheep in the United States for a 
full year. 

Department of Agriculture technicians report that had hog produc- 
tion expanded to utilize all the feed grains produced in 1957, hog prices 
would be about 50 percent lower than the prices expected this summer 
and fall. 

In view of the large backlog of feed grains and current production 
trends, unless a modernized program is adopted corn and hog pro- 
ducers may expect prices averaging perhaps no higher than 50 to 60 
percent of parity in the next few years. They may expect corn prices 
to average 80 cents to $1 per bushel and hogs to average $10 to $12 
per 100 pounds, or about half the recent market prices. 

In spite of severe acreage allotments and the soil bank acreage re- 
serve program, wheat producers are expected to produce the third 
largest crop on record, largely because of favorable weather. It is 
probable that the wheat carryover at the end of the 1958-59 market- 
ing season will establish a new record. 

Without the enactment of H. R. 2954, or other remedial legislation, 
the Secretary of Agriculture has indicated that the national cotton and 
rice acreage allotments will be reduced so severely that, in cotton, the 
domestic textile industry will suffer because of a shortage of quality 
cotton and export markets will be lost, and, in rice, America’s export 
position will be impaired. Farmers producing both cotton and rice 
will suffer from the sharp reduction in acres as indicated by the 
Secretary. 

The Secretary has reduced dairy price supports to the minimum 
permitted by law, 75 percent of parity equivalent for milk used for 
manufacturing. Yet costs continue to mount and milk production 
does not decline. Many dairy producers believe they should be 
allowed to try out a modernized program with moderately higher 
supports if they are willing to cooperate in balancing production with 
market outlets. 

The legislation presented to the House with this report seeks to 
guide agriculture around these and other dangers that loom ahead. 


CONCLUSION 


In view of all the evidence presented to the committee, in its many 
hearings, we must anticipate that farm output will continue to be 
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excessive in relation to market outlets for the next 10 years or soy 
This will be true even though prices are allowed do drop further. 

To deal with this continuing condition of overabundant supply, we 
must continue indefinitely the supplementary distribution programs 
and expand them as needed; or we must adopt forthwith a workable 
integrated system of production adjustments which will hold output 
4 to 6 percent below what it otherwise would be; or we must allow 
price supports and market prices to fall to levels which will enable 
all farm production to move through commercial markets. 

If the third course of action is followed, as the administration ad- 
vocates, let no one be misled, farm prices and farm incomes will dro 
soon and drop sharply. Feed grains and livestock producers will 
lead the procession in the income debacle. But wheat, cotton, rice, 
and other producers will not be far behind. 

H. R. 12954 faces this situation realistically. It broadens and 
extends existing supplementary distribution programs. On a com- 
modity-by-commodity basis, it modernizes production quotas and 
price supports to fit the current situation and maintain farm income 
in view of the special production and marketing conditions encountered 
by each group of producers. 

This bill had its origin among farmers themselves. Working 
through a National Conference of Commodity Organizations, repre- 
sentatives of the various crops cast aside the prevailing divisive 
propaganda and influences and came together in a unified effort to 
work out their individual commodity problems and to understand the 
problems of the producers of other crops. The committee and its 
commodity subcommittees, beginning in January, has held long and 
exhaustive hearings on the proposals and suggestions of the farmers 
and their organizations. Everyone who wanted to express his views 
was heard. Not all of the individual commodity plans placed before 
the committee had matured sufficiently for inclusion in H. R. 12954, 
and the plans embraced in the bill have been subjected by the com- 
mittee and its subcommittees to painstaking and thorough study—in 
some instances these plans have been revised—to present this well- 
rounded legislation for the consideration of the House. The eoopera- 
tion of farmers and so many of their organizations, in drawing this 
legislation, bodes well for the future of agriculture, 


ANALYSIS OF THE BILL 


Following is a title-by-title analysis of the provisions of this bill. 
Because of the diversified nature of the various titles, a general 
description of each title is included in this part of the report, instead 
of in the preceding general statement. 


TITLE I—-EXTENSION AND AMENDMENT OF PUBLIC LAW 480 


This title amends and extends the Agricultural Trade Development 
and Assistance Act of 1954, commonly referred to as ‘Public Law 
480.” In the somewhat less than 4 years since its enactment, Public 
Law 480 has developed into a measure which is not only of substantial 
importance to American agriculture but has become a major factor 
in the implementation of this Nation’s foreign policy. The amend- 
ments herein are of three general types: (1) extension of titles I and 
II of the act, (2) further refinement and some extension of the purposes 
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for which foreign currencies accruing under the act may be used, and 
(3) a restatement of the barter provision of the act in an effort to 
convince the Department of Agriculture that it is, indeed, the policy 
of Congress that a barter program should be carried on. 

A detailed report of operations under Public Law 480 will be found 
later in this report, including a discussion of the barter program. 


Extension of titles I and II—Additional authorization 


Section 101 extends titles I and II of the act for 1 additional year 
(through June 30, 1959). It also authorizes sale of an additional 
$1.5 billion of agricultural surpluses for foreign currencies under 
title 1. Title I] of Public Law 480 authorizes the donation of surplus 
commodities to friendly nations and friendly peoples in order to pro- 
vide emergency assistance under various conditions. Since this au- 
thority is to be used strictly for emergency and extraordinary relief 
purposes, the committee considers that the present authorization of 
$800 million is sufficient for the coming year and no increase in this 
amount is authorized. 

Barter 


Section 102 amends section 303 of Public Law 480, the section 
establishing a policy for the barter or exchange of agricultural surpluses 
for strategic and other materials. Amendment of this section would 
not be necessary except for the fact that the Department of Agriculture 
has made certain administrative determinations which have virtually 
nullified the intent of Congress as expressed in section 303. These 
administrative determinations were announced on May 28, 1957, were 
intended to bring an end to the barter program as it had been carried 
on since the enactment of Public Law 480, and have had that effect. 
It is the intention of Congress that a barter program substantially 
similar to that in operation prior to May 28, 1957 should be carried 
on by the Secretary of Agriculture and this section 102 is a reassertion 
of that intent and of the constitutional right of the Congress to direct 
the manner in which surplus agricultural commodities are to be dis- 
posed of and establish the general policies of such operations. 

Following are the major changes to section 303 made by the pro- 
visions of section 102 of this bill: 

1. Under the present wording of section 303, the Secretary is 
directed to barter whenever he “‘has reason to believe that * * 
there may be opportunity to protect the funds and assets of the 
Commodity Credit C orporation by barter or exchange’’ of surplus 
agricultural commodities. The intent of Congress in using this 
language was to direct the Secretary of Agriculture to enter into barter 
transactions whenever he found that surplus agricultural commodities 
could be traded on a businesslike basis for materials or services 
described in section 303. In making its administrative changes of 
May 1957, however, the Department interpreted this language to 
leave this policy determination up to the Secretary. Section 102 
would remove the necessity for any such policy determination by the 
Secretary and direct him to barter to the maximum extent practicable 
within the annual limit of $500 million prescribed by the section. By 
this amendment Congress takes the responsibility for the determina- 
tion that the barter program itself does provide a method of reducing 
costs through increasing surplus disposals. The materials taken are 
transferred to the supplemental stockpile and CCC is reimbursed for 
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the value of the commodities given in exchange, thereby protecting its 
assets. While the Secretary is not required to make any determina- 
tion with respect to the program itself, he is, of course, required to 
exercise ordinary good business judgment in making trades totaling, 
if at all practicable, $500 million. He would still be required to 
obtain value with respect to each transaction and to acquire materials 
of eventual value to the United States. 

2. The direction of section 303 to barter for materials entailing less 
risk of loss or substantially less storage charges is at present limited to 
strategic materials. The amendment would extend this direction to 
any materials of which the United States does not produce its require- 
ments and which meet the qualifications as to less risk of loss or less 
storage charges—-for example, precious metals and industrial dia- 
monds. This change would provide additional opportunities for 
barter and assist the Department to expand the program to the full 
level permitted by this section. The committee also suggests that 
resumption of barter for lead and zine might assist in solving the 
problems facing the domestic lead and zine industry today. 

3. Section 102 limits the value of the surplus agricultural commodi- 
ties covered by barter agreements entered into in any fiscal year under 
section 303 to $500 million. At present there is no limit on the volume 
of transactions which may be undertaken, it being left to the Secre- 
tary’s discretion. Since this section now directs the Secretary to 
undertake a larger program than is provided for by his May 1957 
regulations, the section also specified a limit for such expanded 
program. 

4. Action of the Department placing upon potential barter con- 
tractors the burden of proving that surplus agricultural commodities 
disposed of by them under the program would not interfere with dollar 
sales is a major device used by the Department to curtail the barter 
program. By its regulations, the Department has limited the areas 
of the free world into which these surpluses may be moved and has 
required “certificates of additionality” before it would consider a 
proposed barter transaction. It is a clear commentary on the Depart- 
ment’s attitude toward the whole program that only three such certifi- 
cates of additionality have been accepted by it since May 1957. 
The language in section 102 is designed to remove this roadblock to 
the barter program. It will prevent the Secretary from limiting the 
areas of the free world into which surplus commodities may be sold 
under the barter program except where he makes a specific finding 
as to a particular transaction that that transaction will replace a 
specific cash sale for dollars. In this connection, the committee 
means United States dollars. The committee is not unaware that 
our export programs necessarily involve our relationships with other 
friendly countries. It has seen no convincing evidence, however, 
that the barter program involves any unfair advantage over other 
exporting countries and sees no reason why it, as well as other aspects 
of our surplus disposal program, cannot be carried out in a fair and 
friendly manner. 

5. Section 102 also amends the existing provisions of section 303 
to prescribe that no material shall be excluded from barter under that 
section by reason of the fact that it has been domestically processed, 
if provision is made for the importation of an equivalent amount of 
similar raw material. Convincing evidence was presented to the 
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committee that exclusion of domestically processed materials from the 
barter program by the Department has resulted in the diverting of 
processing operations to other countries with resulting unemployment 
in the United States. There is also evidence that many barter trans- 
actions which would have disposed of very substantial quantities of 
agricultural surpluses have not been made primarily because of the 
Department’s insistence that the material to be received in exchange 
could not be processed in the United States. 


Section 103 


This section authorizes the use of foreign currencies received from 
the sale of surplus agricultural commodities for acquisition of sites and 
buildings and grounds abroad for United States Government use. 
It would include offices, residence quarters, community and other 
facilities, and construction, repair, alteration, and furnishing of such 
buildings and facilities. The section provides that such funds would 
be available for these purposes only in such amounts as may be 
specified from time to time in appropriation acts, and would be in 
addition to funds otherwise made available for such purposes. This 
section was recommended by the Department of Agriculture in an 
Executive communication of June 3, 1958, with the approval of the 
Bureau of the Budget. The acquisition and management of the 
property acquired thereunder would be the responsibility of the 
Department of State along with its existing responsibilities in this 
area. 


Section 104 


This section, also, was recommended for inclusion in the bill by the 
Department of Agriculture i in its Executive communication of June 
3, 1958. It authorizes the use of foreign currencies received from the 
sale of surplus agricultural commodities for financing trade fair partic- 
ipation and other activities authorized by section 3 of the International 
Cultural Exchange and Trade Fair Participation Act of 1956. Use of 
foreign currencies for this purpose will not only permit more effective 
exhibits and displays to promote sale of U Tnited States commodities 
in countries where foreign currencies are available for this use, but will 
release, for the purpose of promoting agricultural trade through trade 
fair exhibits in other countries, some of the dollar appropriations for 
these purposes. Under Exect itive order, the Commerce De »partment 
is primarily responsible for the trade and industrial fair participation 
activity. 

Section 105 

This section authorizes the use of foreign currencies accruing under 

title I of the act to be used for financing an intensified and expanded 

rogram of locating, evaluating, translating, and obtaining foreign 
Geli. periodicals, and other publications outside the United States 
which are of sc entific, technical, and cultural significance in this 
country. Such programs have been carried on rather intensively by 
the Library of Congress since World War II and substantial dollar 
appropriations have been used for this purpose. This section would 
not only permit the expansion of this valuable work but would very 


possibly permit the use of some foreign currencies in place of appro- 
priate «1 dollars. 
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Section 106 


Under existing provisions of law, certain areas of the world which 
are the responsibility of the United States are not fully eligible to 
receive or use our surplus agricultural commodities because they are 
neither foreign countries nor a part of the United States. These areas 
include specifically the Trust Islands of the Pacific and the Ryukyu 
Islands. The purpose of this section is to permit the President to 
make such areas eligible to participate in the surplus agricultural 
commodities disposal and distribution programs. 


Section 107 


The purpose of this section is to permit the President to enter into 
agreements to use foreign currencies from sale of surplus commodities 
for health programs, literacy and technical training programs, and 
similar programs not specifically covered by other provisions in this 
act. The committee intends that these should be cooperative pro- 
grams, with the United States cooperating with the local government 
and in some instances other agencies in carrying out these programs. 
As a general objective, the committee believes that the local govern- 
ment or other interested parties should make an equal amount of 
funds available for such programs but it is aware that there are certain 
areas—probably those in the most urgent need of programs of this 
type—where direct matching of funds on the part of local governments 
will not be possible. In such instances, the President in his discretion 
may authorize the use of local currencies by the United States in 


excess of the amounts contributed to the same projects from other 
sources. 


Section 108 


This section authorizes foreign currencies generated under title I 
of the act to be used to a greater extent in our interational educational 
exchange effort. 

Subsection (a) amends section 104 (h) to permit the use of such 
currencies in financing exchanges of persons as authorized in the 
United States Information and Educational Exchange Act of 1948 
(Smith-Mundt Act). These include urban and farm youth and leaders 
and specialists in such fields as agriculture, labor, education, and 
industry. The present use of these currencies under section 104 (h) 
is restricted to exchanges under Public Law 584, 79th Congress 
(Fulbright Act), which confines itself to exchanges of an academic 
nature. 

Subsection (b) adds a new paragraph to section 104 of the act 
authorizing the use of these currencies to assist in the expansion and 
operation of American sponsored schools and educational institutions 
abroad. The assistance is limited to established schools, sponsored 
by Americans, that help to create a better understanding abroad of 
the United States and at the same time develop and train foreign 
nationals to help themselves. Such schoois play an important role 
in furthering our foreign policy objectives. Assistance tha* will 
enable them to improve and expand their facilities and increase their 
foreign student enrollment will enhance their effectiveness in these 
areas. 

This section provides also for use of these currencies in supporting 
workshops and chairs in American studies. The workshops would 
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be of relatively short duration, such as the training of a group of 
teachers in American history or American educational techniques, 
and the chairs would be of longer duration. Use would be made of 
selected educational institutions abroad for these purposes. 


TITLE II—RICE 


This title sets the national acreage allotment for the 1959, 1960, 
and 1961 crops of rice at not less than the national acreage allotment 
for the 1958 crop. It also suspends for these 3 years the so-called 
“escalator clause” of the 1949 act which requires that the level of price 
support be adjusted according to supply. Section 201 will permit the 
Secretary to establish the support level at any point between 75 per- 
cent and 90 percent of parity which he determines proper after taking 
into consideration the factors he now considers in establishing support 
levels for feed grains and other crops for which price support is not 
mandatory. 

The 1958 crop of rice is being supported at 75 percent of parity. 
The Department of Agriculture has indicated that, in the absence of 
this or other legislation, the national rice allotment in 1959 would be 
reduced almost 40 percent from the 1958 allotment of 1,652,596 acres. 


TITLE I1I—-COTTON 


Section 301 establishes a new price support and acreage allotment 
program for the 1959, 1960, and 1961 crops of cotton. Essentially, 
:t is designed to give farmers themselves a choice between (a) expand- 
mg their acreage by as much as one-third above the 1958 allotment 
und accepting price supports at a level which may be as low as 60 
percent of parity or (6) staying within an acreage allotment substan- 
tially the same as 1958 and receiving price supports at a higher level. 
it is assumed that the national acreage allotments in 1960 and 1961 
will be approximately the same as that estimated for 1959, or slightly 
larger. 

The present method of computing the national acreage allotment 
is suspended for the 3 years in which this program is effective and, 
instead, the national acreage allotment would be the acres needed, 
on the basis of the national average yield, to produce not less than 
the number of bales of cotton required to meet estimated domestic 
consumption and exports. The present estimates of the Department 
of Agriculture are that for 1959 domestic consumption plus exports 
would equal about 13 million bales, resulting in a national acreage 
allotment for 1959 of approximately 17,770,000 acres. The 1958 
acreage allotment is approximately 17,390,000 acres. 

Each cotton farmer in the United States will receive his farm allot- 
ment for the 1959-61 crops just as he now receives it and it will, 
presumably, be about the same size as his 1958 allotment, with minor 
variations due to shifts in State and county acreage history. Those 
farmers who elect to stay within this acreage allotment will receive 
price support in 1959 at not less than the percentage of parity appli- 
cable to the 1958 crop (currently estimated at 83 to 84 percent), in 
1960 at not less than 80 percent of parity, and in 1961 at not less 
than 75 percent of parity. 





THE AGRICULTURAL ACT OF 1958 17 


Prior to the referendum on cotton marketing quotas the Secretary 
will announce the percentage by which each farmer with a cotton 
allotment may expand his production and the percentage of parity 
at which cotton will be supported for those producers who choose to 
expand their acreage. The bill provides that the Secretary may 
permit an acreage increase of up to one-third and may establish the 
level of support for producers who elect to follow the B program of 
increased acreage as low as 60 percent of parity. Both the exact 
amount of the permitted acreage increase and the level of price sup- 
port for the B program are discretionary with the Secretary and will 
be established by him for each of the three crops. The expanded 
acreage (over and above the regular acreage allotment) of those 
farmers who choose to plant the increased acreage under program B 
will not be counted as history for either farms, counties, or States. 

Farmers who elect to plant the expanded acreage under the B 
program and receive the lower level of price support will have avail- 
able to them the usual CCC loans on their crop under the usual con- 
ditions of eligibility. A farmer who elects to follow the B program 

cannot release to the county committee for reapportionment any of 
bis cotton acreage for that year and if he operates more than one 
farm and elects to follow the B program on one farm, he must follow 
it on all. A decision made by a farmer will be binding on him for 
1 crop year but need not be followed in the next crop year. The 
decision must be made each year prior to planting time and will 
be made pursuant to regulations carried out through the county 
committees. 

The cotton producer who elects to follow the A program must stay 
within his usual acreage allotment. Price support for such pro- 
ducers will be carried out through a purchase program with the CCC 
taking title to cotton produced under the A program and _ later 
reselling it. 

The price at which CCC may resell the cotton acquired under the 
A program, or any other cotton acquired under price-support opera- 
tions, is established at not less than 10 percent above the level of 
support for the B program plus reasonable carrying charges. This 
would mean that, if the support level for the B program were set at 60 
percent of parity by the Secretary, the selling price of cotton could not 
be less than 66 percent of parity plus carrying charges. 

The provisions of section 301 merely suspend, and do not repeal, the 
existing provisions of law with respect to cotton acreage allotments 
and price support. They leave in full effect any provisions of the 
Agricultural Act of 1938, as amended, and the Agricultural Act of 
1949, as amended with respect to cotton which are not suspended 
directly or by necessary implication by the provisions of section 301. 

Remaining in effect, among other provisions, is that requiring an 
annual referendum of cotton producers on marketing quotas. If 
cotton producers vote in favor of marketing quotas in the annual 
referendum for each of the crops during the 1959-61 period, the 
program provided in this section will be in effect for that crop. If 
producers vote against marketing quotas in any such referendum, no 
marketing quotas will be in effect and price supports will be at 50 
percent of parity, in conformity with existing provisions of the Agri- 
cultural Act of 1949. 


27236—58 
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Small-farm allotments 


Section 302 provides that the special national reserve of cotton 
acreage for small cotton farms shall continue in effect for the crops of 
1959, 1960, and 1961 except that the full amount of acreage needed for 
the small-farm reserve will come out of the national acreage allotment. 

The purpose of this reserve is to provide acreage with which to 
bring cotton producers eligible for a “minimum allotment” of 4 acres 
or their highest planted in the preceding 3 years, whichever is smaller, 
up to that minimum allotment. The provision was added to the law 
in 1956 and was applicable only to the 1957 and 1958 cotton crops. 
It originally provided only 100,000 acres for this purpose and this in 
addition to the national acreage allotment. 

As extended for 3 years by section 302, this provision will permit 
the full acreage necessary to make up these minimum allotments 
(estimated at 175,000 acres for 1959) to be taken out of the national 
acreage allotment. It will be distributed to States and counties on 
the basis of the needs for such acreage established in connection with 
the 1957 and 1958 cotton allotments. 

It is not intended that the special allotment for Nevada shall operate 
so as to increase that State’s regular allotment by 1,000 acres each 
year. 


Loans on spotted cotton 


Section 303 would write into law the requirement that in adjusting 
the support price of cotton on the basis of grade, the Secretary should 
establish separate price-support rates substantially reflecting the usual 
trade differentials, for “spotted cotton” and for “light spotted cotton.” 
Such a distinction is made by the cotton trade, which consistently pays 
a higher price for “light spotted cotton” than it does for “spotted 
cotton.” The distinction is also made by the Department of Agri- 
culture grading service which grades cotton as “spotted” and “light 
spotted.” In carrying out its price-support program, however, the 
Department has consistently refused to recognize this difference in 
grade and provide a slightly higher loan level for cotton grading “light 
spotted” than it does for that graded “‘spotted.’”’ The provisions of 
this section would not require the eotablishinent of any new loan rates 
other than those for “light spotted” cotton. 


Apportionment of cotton on the basis of previous allotment 


Section 304 will permit the making of cotton allotments for ‘old 
farms’”’ (those which have a history of planting cotton within the 
previous 3 years) on the basis of their previous year’s allotment, 
rather than by refactoring each farm’s allotment each year on the 
basis of its history or adjusted cropland. Farm allotments are now 
made in this manner in the case of tobacco, rice, and peanuts. In 
the case of cotton, however, the county committee has been obliged 
by the specific provisions of the cotton law to compute each farm 
allotment anew each year. This provision would save a substantial 
amount of work in the county committee by permitting the figuring 
the farm cotton allotments on the basis of the previous year’s allot- 
ment, as is done for the other crops, where it has been found to be 
more satisfactory to producers. Use of this method of making allot- 
ments would not affect the establishment of minimum allotments nor 
the use of the State and county reserves. 
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TITLE IV—WOOL 


This title extends the National Wool Act for 3 years (through the 
1961 clip) and approximately doubles the amount of money which will 
be available, in case it is needed for price-support payments. 

The National Wool Act, enacted as part of the Agricultural Act of 
1954, provides for a price-support program for wool to be carried out 
by means of direct payments to wool producers. Wool is marketed 
by producers in the usual manner and after the close of the marketing 
vear, the Secretary makes a direct payment to the producer of the 
difference per pound between the average market price of wool for 
that year and the price-support level previously announced by the 
Secretary. This level is established, pursuant to the provisions of the 
act, at an incentive level calculated to increase the domestic production 
of wool. The level of price support for the 1958 wool marketing season 
is 95 percent of parity. 

The act further provides that payments to producers made there- 
under shall not at any time exceed an amount equal to 70 percent of 
the accumulated total of the gross receipts from specific duties col- 
lected on and after January 1, 1953, on articles subject to duty under 
schedule 11 of the Tariff Act of 1930, as amended (wool and wool 
products). Although this limitation has thus far permitted the 
Secretary to make all payments scheduled under the act, Department 
officials estimate that the amount of payments might soon outrun the 
legal limitation. Therefore, sections 402 and 403 amend this limi- 
tation to provide that 70 percent of all tariff duties collected under 
schedule 11 (ad valorem duties as well as specific duties) may be used 
in making payments under the Wool Act and are automatically appro- 
priated to CCC in order to reimburse the Corporation for such pay- 
ments. 


TITLE V—WHEAT 


Title V is the ‘domestic parity plan for wheat”’ which was originally 
sponsored in the House by former Representative Clifford R. Hope, 
of Kansas. It provides for the continuation of the present acreage 
allotment program, but marketing quotas for wheat would be dis- 
continued and replaced by the provisions of this bill. The title will 
become effective only if the program is approved by more than 50 per- 
cent of the wheat producers voting in a referendum. If it is rejected, 
the present program would continue. 

Under the program authorized by this title, the price-support level 
for wheat would be established by the Secretary after taking into con- 
sideration (1) the supply of wheat in relation to the demand, (2) the 
price-support level at which feed grains are being supported and the 
feed value of wheat in relation to such grain, (3) the provisions of any 
International Wheat Agreement, (4) foreign trade policies, and (5) 
other factors affecting international trade in wheat. Pursuant to 
these requirements, it is anticipated that the Secretary would set the 
support price for wheat in the neighborhood of the support price for 
corn, which is currently 42 cents per bushel below that of wheat. 

Regulated by this support price, all wheat would move on an open 
market without restriction. Farmers who overplanted their allot- 
ment would not be prevented from marketing their wheat, or required 
to pay a penalty, as under existing laws relating to wheat quotas, but 
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would simply be ineligible for price support and for reimbursement 
through domestic marketing certificates. 

Prior to the beginning of each marketing > year, the Secretary would 
estimate the percentage of the anticipated wheat crop which would 
be used domestically for human food. This is normally in the neigh- 
borhood of 50 percent of the wheat crop. The domestic food percent- 
age thus determined by the Secretary would then be applied to each 
farm wheat allotment and would be called the farm ‘domestic food 
quota.” If, for example, the Secretary determined that exactly 50 
percent of the coming wheat crop would be used in the United States 
for food purposes, the domestic food quota for each wheat producer 
would be 50 percent of the farm acreage allotment multiplied by the 
normal yield of wheat per acre for the farm. 

Also prior to the start of each marketing year, the Secretary would 
estimate the price at which the wheat crop would be sold in that 
marketing year and would issue to each eligible wheat producer 
certificates for the number of bushels in his domestic food quota 
valued at the difference per bushel between the estimated market 
price of wheat and 100 percent of parity. These certificates would be 
redeemed for cash by the Commodity Credit Corporation. The bill 
provides that in order to be eligible to receive these certificates, the 
producer must stay within his acreage allotment and must actually 
have planted for harvest as grain a sufficient acreage of wheat to 
meet his domestic food quota. 

The cost of the domestic marketing certificates issued to farmers 
will be paid by millers and others who process wheat for consumption 
as food within the United States. Each company or person processing 
wheat for domestic food use will be required to purchase a certificate 
from the Commodity Credit Corporation at the same value per bushel 
as the certificates which have been issued to the farmers. Thus, the 
cost to the Government of the certificate program will be only the 
cost of administration. To simplify administration, the bill provides 
that millers and processors may post a bond with the Secretary in 
lieu of actually buying a certificate for each bushel of wheat, and 
make a periodic payment of the certificate fees. In order to meet 
the terms of present International Wheat Agreement, some export 
subsidy will probably continue to be required even under the domestic 
parity program, but this will be only one-fourth to one-third of the 
subsidy now required to move each bushel of wheat into the export 
trade. 

Although the provisions of this bill will result in millers and other 
wheat processors paying, in effect, the full parity price for wheat used 
for domestic food purposes (currently $2.42 per bushel) price studies 
by the Department of Agriculture indicate that this should have little 
noticeable effect on prices paid by consumers for bread and other 
wheat products. The cost of the wheat going into bakery products 
is such a small part of the total cost of those products that their prices 
are peculiarly unresponsive to the price of wheat. For example, in 
January 1948, the farm price of wheat was $2.81 a bushel and the 
average price of a 1-pound loaf of bread was 13.8 cents. By April 
1958, the farm price of wheat had dropped to $1.95 per bushel but 
the average price of a loaf of bread had increased to 19.1 cents. Thus, 
while the price of wheat declined 31 percent, the price of bread in- 
creased 38.4 percent. At current prices, the farmer gets between 2.6 
and 3.2 cents for the wheat in a loaf of bread. 
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Like most of the other titles of this bill, title V relates to only the 3 
vears 1959, 1960, and 1961. The title provides that wheat producers 
will vote in the next regular wheat marketing quota referendum on 
whether they want the domestic parity plan for wheat (as provided by 
title V) or the present wheat marketing quota and price-support 
program. If more than 50 percent of the producers voting in the 
referendum favor the domestic parity plan, that program will go into 
effect for the wheat crop upon which the referendum is held and any 
subsequent crops in the 1959-61 period. 

Adoption of the provisions of title V will eliminate the problems 
faced by the small, noncommercial wheatgrower who wants to produce 
wheat primarily for feed on his own farm or as a rotation crop. Under 
present provisions of law, any farmer may produce up to 15 acres of 
wheat without becoming subject to marketing quotas and marketing 
quota penalties. If his allotment is less than 15 acres, however, and 
he exceeds the 15-acre exemption, he becomes subject to the full 
penalties provided by law for exceeding marketing quotas. This is 
true whether or not the wheat is fed on the farm where produced. 
Recently, another exemption has been provided by law for farmers 
who feed on their own farms all the wheat they produce. By making 
proper application to the county committee, such farmers may grow 
up to 30 acres of wheat without liability under marketing quota 
penalties. All of the wheat grown under this exemption must be used 
on the farm where it is produced and none of it may be marketed in 
any form without subjecting the producer to penalties on his entire 
wheat crop. 

Under the provisions of title V these small wheat producers would 
be entirely free of marketing quotas and attendant penalties for 
violation of those quotas. All wheat farmers would receive acreage 
allotments under the provisions of this title but the only penalty for 
exceeding such allotments would be loss of eligibility for price supports 
and for domestic marketing certificates. There would be no penalty 
for exceeding marketing quotas, as under existing law. 


TITLE VI MILK 


Section 601 sets up a price-support marketing quota program 
designed to support the price of manufacturing milk to farmers at 
90 percent of parity without cost to the Government, in contrast 
. the present dairy price support program which cost the Commodity 

‘redit Corporation $440 million in the fiscal year 1955, $449 million in 
ia al 1956, $289 million in fiscal 1957, and $255 million in the first 
10 months of this current fiscal year. 

The section establishing the new program for milk relates only 
to the 3 marketing years beginning in 1959, 1960, and 1961. The 
program would go into effect for these 3 years only if a majority of the 
milk producers voting in a referendum favor the new program. If 
a majority do not vote in favor of the new program, the present 
program of supporting milk and butterfat prices by a purchase and 
disposal program at a support level determined by the Secretary 
between 75 and 90 percent of parity would continue in effect. 

Under the program authorized by section 601, the decision as to the 
invoking of quotas on milk and the amount of such quotas would be 
made by a Federal Dairy Board of 15 persons appointed by the 
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President from nominees selected by milk producers. Not later 
than March 1 of each calendar year in which the program is in effect, 
the Board must estimate for the marketing year which starts on April 1 
what the price of manufacturing milk would be in the absence of any 
Federal price-support operations. If it finds that the price would be 
less than 90 percent of the parity equivalent price for manufacturing 
milk it may invoke quotas and require siaiaineen with such quotas 
as a condition of eligibility for price-support payments under the 
program. 

When quotas are invoked by the Board, they would be applied 
uniformly to each milk producer (including those who market their 
milk in the form of cream) on a percentage basis. 

Paragraph 2 of the section provides for the establishment of a base 
for each milk producer. When marketing quotas are invoked by the 
Board they would be applied on a uniform percentage basis against 
the base established by the Secretary for each producer. Marketing 
quotas would apply to all milk producers who sell milk or cream for 
commercial use. Quotas would not apply to milk or cream sold by 
the producer direct to a noncommercial consumer. 

The bill provides a formula for the guidance of the Board in estab- 
lishing quotas, authorizing a reduction of 2 percent from the farm 
marketing base for each 5 percent of the parity equivalent price which 
the Board estimates the average market price of manufacturing milk 
would be below 90 percent in the absence of Federal price-support 
operations. Thus, if the Board estimates that in the coming milk 
marketing year the average market price in the absence of support 
programs would be 80 percent of parity for manufacturing milk, it 
would be authorized to set marketing quotas as much as 4 percent 
below the farm base. If the estimated price were 70 percent of parity, 
the Board could set farm marketing quotas at 8 percent below the 
base. 

If the Board establishes marketing quotas at the lowest level author- 
ized by paragraph (3) of the section, the Secretary is required to 
support the price of manufacturing milk at 90 percent of parity. The 
Board is not required to set the quota at the minimum figure provided 
by the bill, however, and may exercise its option to set the quota at 
a higher percentage of the farm base. If it does this, the Secretary 
is authorized to reduce the level of price support by 3 percentage 
points of parity for each 1 percent of the farm base that the Board 
establishes quotas above the minimum provided in paragraph (3). 
Thus, if the Board estimates the free market price of milk for the 
coming year at 80 percent of parity, a marketing quota 4 percent 
below each producer’s base would be authorized. If the Board sets 
the quota at that figure, the Secretary is required to support manu- 
facturing milk at 90 percent of parity. If the Board in its discretion 
sets the quota at only 3 percent below the farm base, instead of the 
full 4 percent authorized by the bill, the Secretary could, at his dis- 
cretion, reduce the level of price support to 87 percent of parity. 

Under existing law, price supports for milk and butterfat are carried 
out by purchases of the products of these commodities—primarily 
butter, cheese, and dry skim milk. This method of support would be 
discontinued under the provisions of this title and price supports to 
dairy producers would be carried out only by means of payments from 
the Commodity Credit Corporation direct to those producers who 
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complied with their marketing quotas. Money for these payments 
wee come out of Commodity Credit Corporation funds and would 
be appropriated to the Corporation in the usual manner but the total 
amount of such price-support payments in any marketing year would 
be limited to the amount of “compliance deposits”’ forfeited in that 
marketing year by milk producers. 

Compliance deposits as provided in paragraph (4) to encourage com- 
pliance by producers with marketing quotas will Ks collected from all 
producers who sell milk into commercial channels. The amount of 
the compliance deposit would be set by the Board at not less than 
25 cents nor more than 50 cents per hundredweight of milk (or an 
equivalent amount on cream) to encourage compliance with producer 
marketing quotas. The deposit will be collected by the first purchaser 
of the milk and turned over to the Treasury, where it will be kept in 
a special fund. If the producer complies with his marketing quota, 
the full amount of his deposit will be refunded to him after the close 
of the marketing year. If the producer does not comply with his 
marketing quota, the full amount of his compliance deposit will be 
forfeited and will go into the general funds of the Treasury. The 
amount of price-support payments which may be made in any one 
year is limited by the total amount of the deposits forfeited in this 
manner. 

The overproduction of milk in the United States has been running 
in the neighborhood of 5 percent. All of this 5 percent overproduc- 
tion goes into manufacturing uses—-such as ice cream, cheese, butter, 
and other dairy products. Department of Agriculture studies show 
that the price ‘of manufacturing milk responds directly and quickly 
io changes in supply so that a reduciion of 5 percent in the overall 
supply of milk reaching commercial markets would probably result 
in a market price for manufactur ing milk of approximately 90 percent 
of parity. If it did not result in ‘the price reaching 90 percent, the 
difference between the market price and 90 percent of parity (assum- 
ing support at 90 percent of parity under the provisions of this title) 
would be made up to milk producers who complied with their market- 
ing quotas, in the form of the direct payments described above, 
within the limitations on such payments established by this title. 

Manufacturing milk is currently being supported by the Depart- 
ment of ne: by means of purchase and disposal of dairy 
products, at $3.06 per hundredweight, which is 75 percent of parity. 
If a quota program such as is provided in this title were to increase 
manufacturing milk prices to 90 percent of parity, this would mean 
a price of approximately $3.67 per hundredweight to producers. 
This would doubtless result in some increase in the price of butter, 
cheese, and similar manufactured dairy products to consumers but 
it would end the Government subsidy of deity products and result 
in a saving of several hundred million dollars a year to taxpayers, 
most of whom are also consumers. 

Such an increase in the price of manufacturing milk would not 
necessarily mean any increase in the price of fluid milk to consumers. 
The price of class 1 milk (that which goes into bottles as fluid milk or 
cream) in many of the major consuming areas is set either by State or 
Federal orders or regulations without regard to the price of “manufac- 
turing milk. In other fluid market areas, the price of manufac- 
turing milk is only one of many factors taken into consideration in 
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establishing fluid milk prices. In many areas under Federal milk 
marketing ‘orders, returns to farmers selling their milk into the fluid 
market would be fully as large as their present returns without any 
increase in the price of class 1 milk. The reason for this is that in 
most markets a relatively high percentage of the milk delivered by 
farmers (in some of the larger markets as much as 50 percent) is surplus 
to the fluid milk needs of the market and goes into manufacturing uses. 
For this milk the farmer receives the manufacturing price. Tf the 
price he receives for this manuf actur ing milk is increased substantially 
by this program his “‘blend price’ (the | price he receives on the average 
for all milk delivered) will be saree proportionately and such in- 
crease may well offset completely the reduced volume of milk delivered 
under the marketing quotas. 


Announcement of support level 

Section 602 requires the Department of Agriculture, in announcing 
the support level for manufacturing milk, to announce a corresponding 
support price for manufacturing milk containing 3.5 percent butterfat. 
The Department’s price-support announcement is customarily made 
in terms of the national average butterfat content which is approxi- 
mately 3.9 percent. This will in no way change the legal requirement 
as to the support level on milk or the method of its computation. 
O¢ rtification of support price 

Section 603 requires that when the Secretary is supporting the price 
of milk by loans on or purchases of milk and dairy products he shall 
require a certificate from the vendor of any such products that 


producers were paid for their milk or cream a price equivalent to the 
price-support level in effect at that time. 


School milk program 

Section 604 extends the school milk program for 3 vears (through 
June 30, 1961). This program would not be affected by the enact- 
ment and adoption by producers of the marketing quota program 
authorized in section 601. 


Veterans and armed services milk program 

Section 605 extends for 3 years (until December 31, 1961) the pro- 
gram under which surplus dairy commodities are made available to 
Veterans’ Hospitals. 

Section 606 extends for 3 years (until December 31, 1961) the pro- 
gram under which surplus dairy products are made available to the 
armed services and adds to the eligible recipients the Coast Guard and 
the United States Merchant Marine Academy. The programs ex- 
tended by this section and section 605 would become inoperative in 
the event the milk marketing quota program authorized in section 601 
is adopted because the law authorizing the Veterans’ Administration 
and armed services programs limits the obligation of the CCC to 
provide such commodities to dairy products acquired by the Corpora- 
tion through price-support operations and not disposed of as other- 
wise provided by law. Under the program authorized in section 601 


the CCC would cease to acquire dairy products in its price-support 
operations. 
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Price-support determination 

Section 607 removes from the basic price-support law the require- 
ment that the Secretary make an ‘adequate supply” determination 
in establishing the level of price support for milk and butterfat. Under 
the present provision of law, the Secretary is directed to establish 
the level of price support at such level between 75 and 90 percent of 
parity as he determines necessary ‘in order to assure an adequate 
supply.” 

The amendment made by this section strikes out the words referring 
to adequate supply and permits the Secretary complete discretion in 
establishing the level of price support between 75 and 90 percent of 
parity. 

TITLE VII—FEED GRAINS 


Under provisions of the feed grain title the Secretary would be 
directed to conduct a referendum of certain oats, rye, or barley pro- 
ducers and of producers on farms for which a 1959 corn-sorghum base 
of more than 30 acres had been established to determine for the 1959, 
1960, and 1961 crops (1) whether they favor a program of price 
support or no program for such crops, and (2) whether they favor 
the price-support program provided for in subtitle IT of the bill or 
whether they favor the price support program provided for in subtitle 
IV of the bill. Ifa majority of those voting in the referendum vote 
for a program of price support, the Secretary would be directed to 
carry out the program receiving a majority of the votes cast on part II 
of the ballot, otherwise there would be no program for corn or grain 
sorghums. 


SUBTITLE Ill 


If subtitle III of the bill is favored by producers, acreage allot- 
ments and marketing quotas would be in effect for feed grains (corn 
and sorghum) during the 3 vears 1959, 1960, and 1961. However, 
marketing quotas would not apply to farms on which the acreage 
planted to feed grains is below the highest acreage planted during 
1955, 1956, and 1957 but not in excess of 30 acres, unless producers 
on such farms choose to participate in the program. A marketing 
penalty of $1 per bushel would be imposed on the marketing excess of 
any applicable farm. 

Under this subtitle, the national feed grain base would be 102 
million acres, and the national feed grain allotment (corn and sor- 
ghums) for 1959 would be 81,600,000 acres or 20 percent less than 
the national base acreage. For 1960 and 1961, the national feed grain 
allotment would be determined by the Secretary at not less than 
81,600,000 acres nor more than 91,800,000 acres. Both the national 
feed grain base and the national feed grain allotment would be ap- 
portioned to States, counties, and farms on the basis of the average 
acreage of corn and sorghums planted and diverted during the years 
1955, 1956, and 1957, with adjustments for abnormal weather con- 
ditions in a manner quite similar to the present law. The bill also 
establishes a farm conservation base which is composed essentially 
of nontillable farmland. 

Producers complying with their farm feed grain allotments would 
be compensated at a specified rate for the normal production on the 
reduced acreage. In this connection, producers receiving farm feed 
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grain allotments in excess of 30 acres could voluntarily agree to re- 
duce their acreage down to 50 percent of their base and receive com- 
pensation therefor and producers receiving allotments of less than 
30 acres could voluntarily agree to reduce their acreage by not less 
than 20 percent up to 100 percent of their farm feed grain base and 
receive compensation therefor. 

Compensation per acre for such reduction would be at the rate of 
66 percent of the normal yield of the farm for feed grains (corn and 
sorghums) multiplied by 80 percent of the parity price for corn. 
The rate could not exceed $75 per acre. For 1959 not more than 50 
percent, and for 1960 and 1961 not less than 50 percent of such com- 
pensation would be in the form of negotiable certificates which the 
Commodity Credit Corporation would redeem in grains in accordance 
with regulations prescribed by the Secretary. If CCC stocks of 
grain are insufficient to redeem such certificates in grain or it is im- 

racticable to redeem the certificates in grain, the certificates would 
e redeemed in cash. The remainder of such compensation would be 
paid through negotiable certificates redeemable in each. 

To be eligible for compensation the producer (1) must not exceed 
his farm feed grain allotment, (2) must increase his farm conservation 
base by an acreage equal to the number of acres by which he reduces 
his feed grains (corn and sorghums) below his farm feed grain base, 
(3) must carry out a conservation practice, approved by the Secre- 
tary, on such diverted acreage, and (4) must not harvest or pas- 
ture such diverted acres. 

Under this proposed program price support would be provided for all 
three years, 1959, 1960, and 1961, at 80 percent of parity to producers 
who comply with their farm feed grain allotments. Cross compliance 
would be required; that is, no producer would be eligible for price 
support on any commodity if the acreage of corn and sorghums on 
the farm exceeds the farm feed grain allotment except in the case of a 
commodity for which the Secretary determines that it is impracticable 
to apply such provision. 


SUBTITLE IV 


If a majority of the producers voting in the referendum vote for a 
program of price support as established under subtitle IV of the bill, 
no acreage allotment or marketing quotas would be in effect for the 
1959, 1960, and 1961 crops of corn and sorghums. The level of support 
for the 1959, 1960, and 1961 crops of corn would be 90 percent of the 
weighted average of prices received by farmers for such commodity 
during the 3 preceding calendar years. For 1958 the level of support 
for corn would be around $1.14 per bushel. 

Under this program, price support for sorghum grain would be at 
such level as the Secretary determines is fair and reasonable in rela- 
tion to the level at which price support is made available for corn, 
taking into consideration the feeding value of the commodity in rela- 
tion to corn and other relevant factors. This program is essentially 
the American Farm Bureau Federation proposal. 

Under this proposed program there would be no acreage allotments 
on corn with producers free to plan their farming operations in ac- 
cordance with their own desires. It differs from the Administration 
program in three respects, namely, (a) the price-support level, (6) 
temporary nature, and (c) mandatory price support for grain sorghum, 
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oats, rye, and barley. The price support formula in subtitle IV 
would, under existing conditions, result in a continuous year to year 
reduction in the support level until supplies and needs were in balance. 


TITLE VIII-—-MISCELLANEOUS 


Uniform acreage transfer law 


Section 801 will provide a uniform law covering the transfer of 
acreage allotments. The Agricultural Adjustment Act of 1938, as 
amended, contains separate provisions for each of the commodities 
tobacco, wheat, cotton, rice, and peanuts pertaining to the rights of a 
farmer to an allotment on another farm in cases where the Govern- 
ment acquires his farm. The provisions for the several commodities 
are similar and yet they are substantially different in several respects. 
This means that a farmer having, for example, cotton and tobacco 
allotments on his farm is governed by two entirely different sets of 
rules in obtaining cotton and tobacco allotments for another farm 
which he owns or acquires. 

Section 801 of the bill was drafted in the Department of Agriculture 
at the request of the chairman of the committee. This section of the 
bill would repeal the present allotment transfer provisions for the 
several commodities and add to the 1938 act a new uniform provision 
which would be applicable to all of the commodities for which farm 
acreage allotments are established. It would also extend the appli- 
cability of the provisions to cases of acquisitions by any agency having 
the right of eminent domain. 

The uniform provision would give the farmer 3 years to exercise his 
right of obtaining an allotment from the pool into which the allotment 
for his farm had been placed; would entitle him to have established for 
other farms owned by him allotments which are comparable with 
allotments determined for other farms in the same area; would not 
permit his obtaining from the pool an acreage in excess of that placed in 
the pool from the farm from which he was displaced; provides for the 
transfer of the acreage history of the farm from which he was dis- 
placed to the farms to which the allotment is transferred from the 
pool; and denies the farmer the benefits of the provision if (1) 
there is any marketing quota penalty due with respect to the farm 
from which he was displaced, (2) he fails to account for any commod- 
ity produced on such farm as required by the Secretary, or (3) the 
allotment next established for such farm would have been reduced 
because of faulty or improper identification or false acreage report. 

The section would be inapplicable in the case of cotton, tobacco, 
and peanuts, to any displacement prior to 1950, in the case of wheat 
and cotton, to any displacement prior to 1954, and in the case of rice 
to any displacement prior to 1955. If the cropland on any farm ac- 
quired by an agency represents less than 15 percent of the total crop- 
land on the farm, the allotment attributable to that portion of the farm 
so acquired would be transferred to that portion of the farm not so 
acquired. 

Equity payments 

Section 802 would authorize the Commodity Credit Corporation 
to acquire title to agricultural commodities on which nonrecourse 
price-support loans have been made without the necessity of comput- 
ing and making so-called equity payments to the borrower. Most 
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price support programs are carried out by means of nonrecourse loans 
on the agricultural commodity. If, during the period of the loan, 
the price of the commodity exceeds the amount of the loan plus 
interest, the producer usually pays off the loan and sells the com- 
modity. If the market price does not exceed the amount of the loan, 
the producer normally permits CCC to take title to the commodity 
upon the maturity of the loan in full satisfaction of the loan indebted- 
ness. 

Where such price support loans are made on the basis of warehouse 
recel is customary in the case of some commodities—judicial 
precedents prevent the CCC from acquiring title by forfeiture without 
taking into consideration the producer’s ‘‘equity”’ in the commodity. 
This is seldom of any substantial value because if the price of the 
commodity is substantially above the amount of the loan, the owner 
would have paid off the loan and sold the commodity. 

In practice, the amounts involved are so small that the cost of 
making the calculations and paying out the small refunds is virtually 
as great as the amount of payments involved. For example, in con- 
nection with the 1956 fiscal year operation, the total of all equity 
payments made was approximately $100,000 whereas the administra- 
tive cost involved was approximately $90,000. This section would 
relieve CCC of the necessity of making these calculations and pay- 
ments. 

This section is identical with H. R. 11389 which was transmitted to 
the Congress by executive communication from the Department of 
Agriculture with the recommendation that it be enacted. 








ReEvIEW OF OpreRATIONS UNDER Pusiic Law 480 
BACKGROUND 


In 1953 and early 1954, with vast agricultural surpluses accumu- 
lating in Government warehouses, many proposals were discussed 
before this committee in an attempt to cope with the increasingly 
serious situation. It was generally agreed that, with the size and 
character of commodities already accumulated and the expectation of 
continued large production, several different approaches would be 
needed. At this time, too, exports had fallen off sharply from the 
high level reached in 1951-52 as a result of buying stimulated by the 
Korean conflict. 

Out of the many proposals came the enactment of the Agricultural 
Trade Development and Assistance Act of 1954, which is now widely 
known as Public Law 480. During the past 4 years experience has 
proved that Public Law 480 is a highly useful and constructive ap- 
proach to the use of our agricultural abundance. Public Law 480 
programs have contributed significantly to a gradual overall reduction 
in United States agricultural surpluses. At the same time, it has 
promoted good will over the world, strengthened United States foreign 
policy objectives, helped finance useful United States Government 
programs, and accelerated economic development in friendly countries 
through the use of foreign currencies. 

At the time Public Law 480 was enacted, the investment in com- 
modities held by the Commodity Credit Corporation totaled about 
$6 billion and this accumulation rose sharply to $8.2 billion 2 years 





THE AGRICULTURAL ACT OF 1958 29 


later. By that time, Public Law 480 began to have its full effect and 
the CCC investment in agricultural surpluses has been reduced by 
nearly $1.4 billion. 

The act provides four constructive means to use commodities. 
First is the authority to sell surpluses for foreign currency under 
title I. Under this program the United States Government finances 
the dollar cost of moving agricultural commodities to friendly coun- 
tries. Commodities are sold by private United States exporters to 
foreign importers and buying organizations who pay for these pur- 
chases with their own currency. ‘Title IT of the act authorizes the 
President to act quickly to donate commodities abroad to meet emer- 
gency situations such as those resulting from famine, flood, and 
drought. Title III authorizes the donation of commodities for relief 
use at home and for similar use abroad through programs conducted 
by United States voluntary relief agencies, and also emphasizes the 
program for the exchange of Commodity Credit Corporation com- 
modities for strategic and other materials. 

The following table indicates the value of commodities exported 
under Public Law 480 during the past 4 vears as compared with total 
United States agricultural exports. 


Exports of United States farm products under Public Law 480 compared with total 
exports of United States farm products by fiscal years 


{In millions of dollars] 


Programs 1954-55 1955-56 1956-57 1957-58 ! Total 
1954-58 
Public Law 480: 
Title I $73 $440 $902 $650 $2, 065 
Title II 83 91 88 | 75 337 
Title III: 
Barter 125 299 401 85 | 910 
Donations - 126 | Is4 162 150 | 622 
Total 407 | 1,014 1,553 | 960 | 3, 934 
Other exports 2, 737 2, 482 3,171 | 3, 020 | 11, 410 
Total exports ‘ 3, 144 3, 496 4,724 3, 980 15, 344 


Total Public Law 480 exports as percent of total | | 
exports _- 13 29 33 24 25 


Includes estimates for April-June 1958 


After 4 years of experience, the surplus problem that once plagued 
the United States is now being viewed in an entirely different light. 
Although Public Law 480 is primarily a disposal program, one of the 
main objectives of the act is to further United States foreign policy 
objectives, and it is a commonly accepted view now that so long as we 
have surpluses Public Law 480 is a most beneficial way to use them. 

Thomas C. Mann, Assistant Secretary for Economic Affairs, testi- 
fied before the Senate Committee on Agriculture and Forestry earlier 
this vear stating that 


* * * The Department of Agriculture in its testimony has 
emphasized the importance of Public Law 480 as a means to 
reduce the size of our agricultural surplus and to develop new 
markets for United States farm products abroad. While we 
recognize that this is the primary purpose of the act, at the 
same time we are able to use it to good advantage in further- 
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ing our foreign policy objectives of strengthening the political 
and economic stability of the free world. 


Also, earlier this year Ismail Erez of the Turkish economic mission 
stated: 


* * * We believe that the United States agricultural surplus 
disposal program is playing a most prominent role in strength- 
ening and fostering international cooperation and goodwill. 
This kind of aid and assistance can be more easily felt and ap- 
preciated by each individual in the recipient countries who 
will have a foodstuff share from surpluses provided under the 
program. * * * 


The Turkish statement is quoted because the use of surpluses in 
Turkey probably best typifies the importance of Public Law 480 in 
strengthening the United States position in the ideological struggle 
with communism. Turkey is one of our strongest allies. It is 
inconceivable to understand how that country could have maintained 
itself without the hundreds of thousands of tons of wheat it has 
received for foreign currencies under title I. It makes sense to see 
that their soldiers and people have bread in a time when there is so 
much Soviet pressure on them and they occupy such a strategic 
position in the Middle East. 

The program has helped to accelerate the economic growth of such 
important countries as India and Brazil; it is feeding schoolchildren 
in Japan; it is making Poland and Yugoslavia more independent of the 
U.S. S. R.; it is feeding Hungarian refugees; undernourished children 
in many countries are drinking milk every day through Public Law 
480; future markets for United States agricultural products are being 
promoted; educational exchange programs are cementing relations 
in many countries. Some of these operations and accomplishments 
are discussed in this report. 


TitLte I Sates FoR FOREIGN CURRENCIES 


SUMMARY 


Title I is the major disposal program authorized in Public Law 480. 
Stated very simply, the program permits the United States to sell 
agricultural surpluses to our friends abroad with payment being re- 
ceived in the currency of the importing country. Therefore, it is a 
means whereby the United States is bridging the gap between agri- 
cultural abundance on the one hand and a shortage of dollars on the 
other hand. 

This program has proved to be useful far beyond original expecta- 
tions. It has accomplished many things: 

1. It has been the major reason for the increase in United States 
agricultural exports and the resultant decrease in surpluses; 

2. It has increased income for United States farmers by hundreds 
of millions of dollars; 

3. It has improved the relations of the United States with many 
countries of the world; 

4. It is making a significant contribution to the economic develop- 
ment of many countries through the use of foreign currency proceeds; 

5. It has resulted in the exportation of hundreds of millions of dollars 
worth of surpluses at a relatively small additional cost; 
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6. It has pointed up the superiority of the West over the East in 
ability to produce food; this is a tremendous advantage to the West 
in the present ideological struggle. 


VOLUME OF OPERATIONS 


From the beginning of the title I program on July 10, 1954, through 
May 31, 1958, more than 100 agreements have been signed with 35 
friendly countries. The volume of agricultural commodities pro- 
vided for in these agreements totals well over $3.8 billion at cost to 
the Government and more than $2.7 billion at world market prices. 
These values include ocean transportation costs of nearly $300 million 
financed by the United States for shipments made primarily on pri- 
vately owned United States-flag vende 

At cost to the Government, agreements totaled about $475 million 
in the year ending June 30, 1955; about $975 million in 1955-56; 
about $1.5 billion last year; and are expected to reach $1 billion this 
year. 

The increase in title I shipments from year to year has been one of 
the major factors leading to the rise in our total agricultural exports. 
In 1954—55 our agricultural exports had a market value of $3.1 billion. 
Title I shipments were small that year accounting for 3 percent of the 
total. In 1955-56 our agricultural exports arose to $3.5 billion. 
Title I accounted for 12 percent of the total. In 1956-57, the year 
ending June 30, agricultural exports rose to an all-time high of $4.7 
billion. Title I shipments made up almost 20 percent of the total, or 
about $900 million. This year, United States farm exports are 
expected to reach $4 billion of which about 16 percent will move 
under title I. 

The rise in total United States agricultural exports, sparked mainly 
by foreign currency sales, was the principal reason that the direction of 
agricultural surplus accumulations were reversed last year. During 
1956-57 the Commodity Credit Corporation’s investment in price- 
support commodities declined almost $1 billion with the principal 
relaaieun concentrated in wheat, cotton, and rice, commodities for 
which there was heavy movement under the title I program. As of 
April 30, 1958, the last official report issued by CCC, the investment 
had declined about $1.4 billion from the same period 2 years earlier. 

The magnitude of the program is illustrated by the following figures 
indicating for six major commodities what has been included in title I 
agreements and what has been exported against these agreements: 








[In millions] 
- 
Commodity Programed | Exported 
I centric gids ctveidbraseedetetaescneosngiiaseaitananta gical een adamantane bushels 587 475. 
PTs a paca: dananwbndinn<iwainninemuiipidauaiiiheanmaudabaindcndibcin do 147 100 
Sdithbsdtabckwesewswinndconsuspaabiaeneshahehiennmiaedmeaasa an bag..| 27 25. 
Gc i chain ccncsonnsccnnecddesunedenkd dns abecanpendesimedbhaaeean bales 3.2 2.6 
obacco.....-- stb ccna ca pel ee detent eda ard since ace Dna erat aa pounds. _| iv 170 
WI Gi nccsdinncisecccndsncinccdndetindededcenubuunenetantuadnaouwndeutelll do 1, 900 1, 00 


The very wide impact of these commodities over the world is shown 
by the country breakdown of agreements concluded since the beginning 
of the program in July 1954 through May 31, 1958. The following 
tables show the country breakdown in terms of dollar value and in 
terms of quantities of commodities programed. 
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THE NET COST OF THE TITLE I PROGRAM 


Title I provides that Commodity Credit Corporation funds shall be 

used to finance foreign currency sales and authorizes appropriations of 
$4 billion to reimburse CCC for its costs including the acquisition cost 
of price-support commodities from CCC stocks shipped under the 
program, At the end of each fiscal year the costs included under the 
program are computed and an appropriation is requested to reim- 
burse CCC. 

The impact of the program on the national budget, however, is 
relatively small. The Department of Agriculture recently made an 
analysis to estimate the additional costs incurred by the Department 
as a result of shipments under — I from the beginning of the pro- 
gram through December 31, 1957. This analysis resulted in an 
estimate that the additional cost to the Department, as of that time, 
was about $239 million, and this amount included about $180 million 
to finance ocean transport ation costs of commodities required to be 
shipped on United States-flag vessels. 

This analysis showed that the total cost to CCC of shipments 
through December 31, 1957, amounted to $2,571 million. It assumed 
that all pric e-support ‘commodities shipped under title I would other- 
wise have been in inventory on December 31, 1957. The investment 

ralue of these commodities was computed to date of shipment and 
interest and storage charges were added for the period between date 
of shipment and December 31, 1957. The total computed costs which 
would have been inch ided if the commodities had not moved under 
title I amounted to $2,332 million. The difference, therefore, of $239 
million represents the net new expenditure of shipments under the 
program through December 31, 1957. 


EFFECT ON FARM PRICES AND INCOME 


In addition to showing only a slight impact on the national budget, 
the program has other important advantages to the United States. 
It has added hundreds of millions of dollars to the income of the 
United States farmers. A study was made by the Department of 
Agriculture to determine the effect of the program on farm prices 
and income. <A report made by the Department shows that farmers’ 
cash receipts from silon of farm products may have been increased 
by around $170 million in 1955-56, by around $245 million in 1956-57, 
and by around $230 million in 195 17-58 as a result of exports under 
title 1. The estimated amounts by commodities are as follows: 


{In millions] 





Commodity | 1955-56 | 1956-57 | 1957-58 
nn a ge ee ce ee Sa ee eee : $70 $60 
a Oe ee 
IN Ee en ee nee Lg ee A 45 | 3) | 30 
Corn and other fee WN a wes Pkg ee) ee a ee Res Ed | 10 15 
Fats in a IE a es Tl a ee | a es 100 &5 | 1) 
EE oo ee ene he a a ee eee 15 | 0 
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The report shows that the average price received by farmers for the 
1956 crop of wheat averaged about 9 cents a bushel higher as a result 
of exports under title I with the same probable effect on prices for the 
1957 crop. This study indicates that without the program the 1955- 
56 crop soybean price to farmers would have rested completely upon 
the price-support levels. As it was, prices received by farmers were 
about 15 cents a bushel higher for the 1955 crop and about 7 cents 
higher for the 1956 crop. Also, the increased export demand resulting 
from the program enabled the entire 1955 crop to move readily into 
commercial channels. 


USES OF FOREIGN CURRENCIES 


In addition to its small impact on the national budget and its 
effect on farm prices and income, the title I program benefits both the 
foreign country and the United States through the use of the foreign 
currency sales procee ds. 

Section 104 of Public Law 480 provides that the foreign currencies 
obtained through title I sales may be used for certain specified pur- 
poses. The amount for each purpose is agreed upon by the United 
States and the foreign government in the formal sales agreement. 
When commodities are shipped, the foreign government, through its 
banks and importers, deposits foreign currency to the account of the 
United States disbursing officer in that country. The United States 
Treasury Department has custody of these currencies, while the 
overall control with respect to the allocation and disbursement of the 
currencies is assigned to the Bureau of the Budget. 

The responsibility for administering the expenditure of foreign 
currencies is assigned by Executive order to various agencies as 


follows: 











Authority Currency use Responsible agency 
>, 104 

Oe. ne ...| Agric ulturs il market development-_--_-- Department of Agriculture. 

I Supplemental stockpile _ _. ..-..--| Office of Defense Mobilization. 

( Contnen ascii sca ticial Ginaeedcareabenacnil International Cooperation Adminis- 
| tration and Defense Department. 

a ; ...| Purchase of goods for other countries.._| ICA, 

ieee ; Grants for economic development... - ICA, 

¢ =: L, iv enterprise_..........- | Export-Import Bank of Washington. 

f | eta nace nit rod Stax es obligations._| Any agency. 

(g Loans to foreign governments_........| ICA 

pc iende | Intern sti nal educational exchange_...| Department of State. 

ie le ...| Trans aa ion of books and periodicals__| U.S. Information Agency. 

a ..-.| American-sp sored schools and cen- | State and USIA. 
| ters. 
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Since the beginning of the program through May 31, 1958, foreign 
currency sales proceeds have been earmarked as follows: 





dollar total 


| Million | Percen to! 
| equivalent 








Agricultural market development (sec. 104 (a))!_.........-_-.-__.-___.___- 43.7 1.6 
Purchases of strategic material (sec. 104 (b))! ie : eae 2.0 l 
Common defense (sec. 104 (c . . ; sladiaiain hit 296. 3 10.9 
Purchase of goods for other countries (sec. 104 (d))!_- Ne : lini 16.6 | 1.7 
Grants for balanced economic development and trade among nations (sec. 

104 (e Se : ‘ ~— 61.5 | 2.3 
Loans to private enterprise (sec. 104 (e)) pores kasonncuan 66.8 | 2.4 
Payment of United States obligations (sec. 104 (f))!__- er | 067.1 | 28. 2 
Loans to foreign governments (sec. 104 (g)) ag 1, 386.3 | 51.0 
International educational exchange (sec. 104 (h))! 24.9 Q 
Translation, publication, and distribution of books and periodicals (sec. 

104 (i)) 5.5 2 
Assistance to American-sponsored schools, libraries, and community centers 

(sec, 104 (j a ‘ ba rn mae 18.5 on 

TOGA oo wees Se ; ee 2 2,719.2 | 100. 0 

1In order to provide flexibility in the use of funds, many agreements provide that a specified amount of 
local currency proceeds may be used under sec. 104 (a), (b), (f), (h), and (i). In some instances, possible 
uses under sec. 104 (d) are also included in this category. Therefore, estimates based on the best informa- 
tion now available are indicated above under subsections (a), (b), (h), and (i). Balances not otherwise 


distributed are included under subsec. (f). This distribution is subject to revision when allocations have 
been completed. 
2 Includes ocean transportation financed by CCC 


An analysis of the uses of these foreign currencies indicates the 
important nonagricultural benefits which are resulting from this pro- 
gram. As noted in the above table, only 1.6 percent of the currencies 
is being used for agricultural market development. The remaining 
currencies are being used for a number of programs of interest to 
United States agencies and the foreign governments participating in 
the program. 


ECONOMIC DEVELOPMENT—LOANS AND GRANTS TO FOREIGN 
GOVERNMENTS 


The major portion of the currencies has been reserved for economic 
development purposes in the foreign country. Fifty-one percent of 
the currencies, or the equivalent of nearly $1.4 billion, has been set 
aside for loans to foreign governments for economic development 
projects agreed upon with the International Cooperation Adminis- 
tration. ‘The use of these currencies is coordinated with the overall 
development programs of these countries. At the time the sales 
agreement is concluded there is often executed a loan agreement which 
provides for the general terms and conditions under which the cur- 
rencies will be loaned back to the foreign governments for economic 
development purposes. Sometimes the loan agreement is concluded 
after the sales agreement. The final step in implementing this au- 
thority involves agreement between the United States and the foreign 
government of the specific projects to be undertaken. In approving 
loan projects for agricultural purposes, care is exercised to avoid en- 
couragement of projects which would result in reduced outlets for 
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United States agricultural commodities. The following table indi- 


cates, by country and amount, loan projects agreed upon through 
May 15, 1958: 


[Million dollars equivalent] ! 





Country | Total | Description of projects 
scams os | seca ne einreasactnaavaetinesheesinigiadiieeaiacatenaeisaiinianonaataiediedaaa tatiana diate 
Austria . 16.0 Industrial projects, including electric power, iron and steel, metal pro- 
| cessing, textile industry, ete., 14.2; tourism, 1.0; regional development, 
, } , U.S. ‘ . . 
Brazil... ; 2 31.32 | Agricultural silo facilities, 4.9; extension and rehabilitation of railways, 








| 13.5; river navigation and port improvement, 2.7; metallurgical works, 
3.6; cold storage meat plants, 0.9; electric energy production, 4.5. 
117.9 | Expansion of hydroelectric and power production, railway construc- 
| | tion, expansion of iron and steel production. 
Chile aes 31.7 Highway and port improvement, 13.0; irrigation, drainage and forestry, 
| 5.3; food processing facilities, 4.9; housing, 3.0; agricultural training 






| center and experiment station, 3.0; coal industry, 2.5. 

Colomt | 22. 2 Revolving loan funds for various purposes, including development of 
mining, lumber, and livestock production, farm-to-market roads, 
and food storage facilities. 

Ecuador... 6.3 | Agricultural credit system in tropical coastal area, 3.1; loans to agricultural 
producers, 2.0; industrial development, 1.0; highway improvement 

| ind maintenance, 0.2. 
Finland --- = 14.0 | Construction: Hydroelectric plant, 10.9; fluting board plant, 3.1. 
Greece 23.5 | Extension and modernization: Roads and bridges, 9.0; electrical grid, 3.3. 


Workers’ low-cost housing, 2.0; small community works, including 
| | aecess roads, water installations and range control, 6.0; vocational 
| | education, 0.2; Economic Development Finance Corporation, 3.0. 
Iceland_. 2.2 | Hydroelectric plant. 
India__ 55 Loans through Refinance Corporation of India to private industry. 
Israel_. | Irrigation, well-drilling, and agricultural development, 11.4; agricultural 
settlements (construction of farm buildings), 2.8; land prepared, 0.4; 
agricultural research studies, 0.3; aforestation, 0.4; development of 
roads, 8.2; electric power construction, 6.6; loans to home buyers, 3.0; 
development of telephone services, 2.1; industrial expansion, 20.3; small 
industries, 1.8. 
Industrial development in southern Italy, 32.6; revolving loan fund— 
tourist facilities, 8.0; loan for industrial export promotion, 11.0; loan 
| fund for creation of small landowners, 8.0; loans to small producers for 
|} expansion of livestock production, marketing and processing facilities, 
8.0; vocational education, 13.6. 
Electric power development, 50.7; irrigation, drainage, and reclamation, 
8.4; productivity center, 0.4. 





Italy 


Japan... < 59. 5 


49. 35 Electric power development, 21.9: irrigation and land development, 12.7 
| land reclamation for industrial sites, 1.9; productivity center, 2.8; forest 
| development, 2.8; industrial marketing and processing, 4.5; improve- 

ment of fishing port facilities, 1.9; silk center, 0.4: undetermined, 0.5: 
Paraguay 23 Highway and bridge construction and improvement, 0.7: airport develop- 
| ment, 0.2; sewerage system, 0.7; agricultural development (primarily 
| coffee), 0.6. 
i: aiaiandl 9.8 /|Irrigation and land development, road construction; expansion of agricul- 


| tural research station, and leather products production. 


Portugal.. = 3.4 Storage facilities for bananas and cereals. 


Spain._..- oF 9.0 Reforestation and watershed control, 5.1; small irrigation projects for 
|} nonecitrus fruit and vegetable production, 2.6; soil conservation, 0.3; 
| land consolidation, 1.0. 


Wbiiciecss 591.9 


1 Approval of projects allows expenditures of up to the amounts stated. The total amount available for 
these projects would decrease if the amount available for loans is less than that anticipated. 
2 Projects total $30.1 million equivalent refiecting probable shortfall in loan funds available. 


Note.—This tabulation includes only approved projects within current loan agreements. Projects which 
may have been tentatively approved prior to completion of loan agreements are not included. 


Under section 104 (e) there have been two grants of foreign curren- 
cies for economic development purposes. These have been for India 
for the equivalent of $54 million, and Greece for the equivalent of 
$7.5 million. 
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ECONOMIC DEVELOPMENT—LOANS TO PRIVATE ENTERPRISE 


Foreign currencies are also being made available under section 104 
(e) for relending to private enterprise, largely to United States firms 
and their affiliates, to assist in the development and expansion of 
private business in foreign countries. ‘This important use was provided 
for in the extension of Public Law 480 authorized in August 1957. 

Since the enactment of this provision through May 31, 1958, 
commodity sales agreements have been consummated with 18 coun- 
tries. The agreements with 10 countries provide that the full 25 
percent of the sales proceeds will be made available for loans by the 
Export-Import Bank of Washington. In 2 additional cases, Greece 
and Turkey, 15 percent, and in 1 case, Korea, 4 percent of the sales 
proceeds are made available to the bank. In the agreements with 
the five remaining countries, Poland, Spain, Yugoslavia, and the 
United Kingdom and Burma, no provision was made for loans under 
section 104 (e). 

As the following table indicates, the currencies which are to be 
made available to the bank under the sales agreements announced 
to date represent a little more than 10 percent of the total market 
value of the sales agreements announced since August 1957. 


Status of title I, Public Law 480 sales agreements program—July 1, 1957, through 
May 31, 1958 


| Provision for 104 (e) loans 


' 
Country Market value} tn 
of program | 
Percent |} Amount 
j 
| Millions | Millions 

eo Eo So ae tanh anneal incchioaciamanemniacne teat DGS Naunsidivukautecaewominkes 
I I a is a sell Bn at ined eaee 12.1 | 25 $3. 0 
a a a a ele ae | 8.7 | 25 2.2 
isk nti niacchudanrense scot sales eaitaieiealiinaiceicesaiaealtaclistadiacinaiail 9.0 | 25 2.3 
EAE AE sree ips ecg hein abe earig tied 25.7 | 25 6.4 
SS ee ae = re dat tai a ea a ee eee | 19.8 | 15 3.9 
Iceland. __-._- Sa gaens Seas Saisie eats bine aaigeenaatincts 3.0 | 2: a 
Te as as soe ee ee 35.0 25 | 8.7 
ee ed on rls ae ee | 25.0 | 25 | 6.2 
OO EES ELL EE GEIR IT CLO, | 50.0 4 | 2.0 
SE ia. cbt Acai cab Spin nuka nad bhieadigkokddeie tae } 28.2 | 25 7.1 
si catenin th ccd tap io teosaaleadadeddaacalen amen 65. 4 25 | 16.4 
a a a i il tr Ee al 7.8 25 1.9 
i ict a a | Ra . Bacdicerecisttin evel did Realanaaddebd occa 
2 oes ea Ns ae nada eaepeink beacintiancad taeda I Bist cesigiickeiealatal a cere eis a 
Turkey--- Price a cbakuesucetacdssuccdacachuanoenakeaed 16.8 | 15 | 7.0 
SrpitirN aan nn a ea | See Scheel cobobii 
NON 5 Sc as cose bas eo died os ee | WON tends cosecesk [naanaassodenne 
Es inc cuitsiiieiiatinidnctpminid caddwé sends ibenteme Ge Newnccke semis 66. 8 





Shortly after the enactment of the amendment providing for loans 
under section 104 (e) the bank established the general policies which 
it will follow in making such loans. These are: “(1) The loans will be 
made and be repayable in local currencies, i. e., no maintenance of 
value commitment will be required; (2) as a corollary of this policy, 
the interest. rates will be similar to those charged for comparable loans 
in the purchasing country; (3) the maturities ‘will correspond to those 
used in the bank’s dollar loans to private borrowers; and (4) the loans 
may be made for any purpose consistent with the ceneral objectives 
of the legislation, which are stated broadly enough to include the 
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provision of working capital as well as the financing of fixed asset 
acquisitions. ‘These basic policies were announced by the bank on 
September 10, 1957, well before the first sales agreement, including 
section 104 (e) funds, with Mexico, was announced on October 23, 
1957. 

Shortly after the announcement of each sales agreement providing 
for 104 (e) loans the bank has announced it will receive applications 
and in so doing has stated that it will not authorize credits until 
funds are made available to the bank; that is, until the commodities 
have been delivered and paid for and a portion of the proceeds has 
been apportioned to the bank for 104 (e) loans. 

Up to this time no such apportionment has occurred and no credits 
have been announced. However, in one country, Mexico, the work 
is sufficiently far advanced so that an apportionment has been re- 
quested. It is anticipated that some loans will be announced soon. 

The bank has handled a large number of inquiries and applications 
for loans in 10 countries. About 120 active applications are on file. 
About 80 percent of the active applications are from United States 
firms or firms claiming an affiliation with a United States firm. The 
remaining 20 percent are from firms which do not claim an affiliation 
with a United States firm and all but a few of these are applications 
for loans in Israeli pounds. 

The response to the bank’s invitation to submit applications has 
varied greatly from country to country. There was a heavy demand 
for Mexican pesos and -by March 1958 there were on hand active 
applications aggregating more than four times the maximum amount 
which the bank could receive under the current sales agreement. 
Since the receipt of additional applications would serve no useful 
purpose, the bank announced ‘on March 17 that no more applications 
for loans in Mexican pesos would be accepted. 

There was also a large response in the case of Israeli pounds. Since 
applications which were active on May 15, 1958, aggregated about 
three times the maximum amount the bank could receive, the bank 
announced that it would accept no applications for loans in Israeli 
pounds after May 31, 1958. 

In addition to Mexico and Israel, it appears likely that there will 
also be a substantial excess of applications for Colombia, France, and 
Peru. 

The amendment to section 104 (e) prohibits loans to finance the 
manufacture of products to be exported to the United States in com- 
petition with products produced in the United States, as well as 
loans for the manufacture or production of commodities to be marketed 
in competition with United States agricultural commodities or the 
products thereof. To date the first of these prohibitions has become 
an issue in only a few cases, but the question of the possible applica- 
tion of the second prohibition is raised fairly frequently. In inter- 
preting these prohibitions the bank has asked for the assistance of 
the relevant United States Embassy, as well as the Departments of 
Agriculture and Commerce. The ‘advice of the Embassy and the 
Department of Agriculture are also solicited in those cases where the 
eligibility of the applicant depends on a showing that its activities 
will expand the markets for and consumption of United States agri- 
cultural products abroad. 
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MILITARY AND OTHER ASSISTANCE 


In addition to assisting the economic development of friendly 
countries, title I foreign currencies are made available for common 
defense purposes under section 104 (ce). Military assistance is pro- 
vided through the procurement of materials, facilities, and services, 
and through the support of military budgets of certain mutual- 
security countries. Through May 31, 1958, the equivalent of nearly 
$300 million has been reserved for these purposes, the great bulk of 
which is being used in Korea, Pakistan, and Yugoslavia. Smaller 
amounts are being used for projects in Bolivia, Brazil, Chile, China 
(Taiwan), Colombia, Iran, Peru, and the Philippines, and arrange- 
ments are now being made to use some of these funds in Spain. 
Nearly two-thirds of the amount of currencies set aside for this use has 
been allocated by the International Cooperation Administration 
and the Defense Department for planned projects, and nearly one- 
third of the funds has been disbursed. Important Inter-American 
Geodetic Survey mapping projects are being carried on in South 
America while in Korea and Pakistan most of the currencies are being 
used for support of the military budget. 

Assistance is given other friendly countries through the purchase of 
goods or services under section 104 (d).. This program is administered 
by the International Cooperation Administration and is coordinated 
with mutual-security plans and programs. This program involves 
the use of currencies m one country to finance purchases for third 
countries. The following table indicates the countries in which sales 
proceeds will be used and the countries for which purchases have 
been programed. This information represents activities through 
December 31, 1957. 


{In million dollars ! equivalent] 











Sales proceeds from Purchases programed for— 

} 
Country | Amount | Country | Amount 
chase ee 2 zs ne Oiaee 8. o nds i 5.0 
a a elena aaa ite tak ae a II 5, 55, ince sats winecmreiny inca apetliniiae 1.8 
PR iiisnnnanceea can Fedak sain heae 13.0 | India.....-- se Saleedats wed ak ahackrdeea aaa 1.4 
See ere eS 5.0 | Indonesia_._-- | 1.7 
ee Seite ead ma ae ae ee ne a | 5.0 
PRE ea ete 5k cele caepbandececacaet 10.9 | Korea.......-.. ¥ % | 2.5 
I eos a at sn cap islets | 1.4 
| DRM RNUNCIIN RUIN casas anes Sve novi os amiuabeanbel-a | 3.3 
| | Pcie kehtoskandadaditckeectimnmtbosh | 3.1 
eo OS eee Ss PoscicecsSiaap elena 1,2 
| As 5535 cect bhecacsaew menses we 1.4 
| Ph 5 nc cecmincandtnnel (igbetoats | 1.8 
meee — |-_—__—_- 
MN Pricnicndaabtesctheheneetie 42.8 | ds +245 d_pcactapebiadiaseded 29.6 
Adjustment (difference in exchange 3.4 

| rates). 

hesceiaihcasiinanssient 
RNEIEE WOU 6 dic ninigncmacn occanienaess 33.0 


1 The dollar equivalent value assigned to sales proceeds earmarked or allocated reflects deposit rates 
agreed upon at the time the sales agreements were negotiated. The dollar equivalent value assigned to 
currencies programed for purchases reflects current exchange rates for exports. 
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AGRICULTURAL MARKET DEVELOPMENT 


Although relatively small in size, the program to use foreign cur- 
rencies for agricultural market development is one of the most im- 
portant aspects of the program. The Department of Agriculture 
conducts market development work principally in two ways: First, 
through development projects usually performed in connection with 
private trade organizations, and sec ond, through exhibits of agricul- 
tural com modities in trade fairs. Through May 31, 1958, projects 
and trade fairs have been developed or conducted for the use of about 
$10.4 million in foreign currencies, plus contributions by private trade 
groups of more than $3.3 million in funds, personnel, and services. 
A summary of this program follows: 





Number USDA | Coopera- 
| 
| 











Periods of proj- contri- tor con- Total 

| ects2 bution 3 tribution 
Thousands | Thousands | Thousands 
eR ge ee ee ee ee ee icialitnastscieadaraaiiaetaiatl 17 $1, 426 $165 $1, 591 
I al year 1957 ediaiateeeictaniinnaad endtubttenadmiiekeccnnanl 4 5, 300 2, 271 7, 571 
ee Ee PE ae ---| 52 | 2, 385 365 2, 750 
SOME TTR, A  acikcktndididsaduniiastbtecenbcdanesstelee 41 1, 279 433 1,712 
ei. Madi niet eae ose ee a) 204 10, 390 | 3, 234 13, 624 

1 Subject to adjustment upon final accounting. 


2 Cooperator, trade fair, and Department of Agriculture projects. 
8’ Approximate dollar equivalent of foreign currencies when projects approved. 


Market development projects may be initiated by trade groups, 
private research organizations, institutions such as land-grant col- 
leges, international organizations, or by the Department of Agricul- 
ture. Project proposals are evaluated on the basis of probable success 
in terms of the contribution to increased United States exports; long- 
range effects on total United States agricultural exports; the impor- 
tance of the commodities involved to United States agriculture; the 
extent to which the proposal is in harmony with foreign trade policy 
and international obligations; and where trade groups are involved, 
the extent to which such groups represent commodity interests; and 
proposed financing. 

To date, more than 200 market development projects have been 
undertaken in 30 countries, with 44 trade and agricultural groups 
cooperating. From modest beginning in fiscal year 1956, the pro- 
gram has become an important part of maintaining and expanding 
United States agricultural markets abroad. 

Many United States farm commodities have been promoted, includ- 
ing: cotton; dairy products; fruits; grain and grain products, includ- 
ing rice and beans; livestock and livestock products; poultry and 
poultry products; seed; soybeans and soybean products; and tobacco. 
In addition to trade fairs, types of market development activities 
include: exhibits; market surveys; promotional contests; merchandis- 
ing clinics; advertising campaigns; nutrition and sanitation education; 
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samples for display and for testing; public appearances of commodity 
“maids” and ‘‘queens”’; visits by foreign importers to United States 
processing and marketing centers; translation, and distribution of 
promotional leaflets; motion pictures, film clips, and slides; studies of 
consumer demand; school lunch assistance; cooking demonstrations; 
and training of bakers. A summary of work undertaken in the 
various commodity groups follows: 

Cotton.—Under agreements between the Department of Agriculture 
and a trade group representing most United States cotton interests, 
promotional activities in nine countries are helping to increase con- 
sumer use of cotton. 

Local organizations in these countries work actively with the trade 
group and pay half of the costs. Emphasis has been placed on fashion 
appeal, durability, launderability, freshness, color fastness, and other 
characteristics of cotton fabrics, as well as their versatility associated 
with weaves and finishes. 

Methods used have included advertising campaigns, publicity, 
merchandising, training, Maid of Cotton appearances, and fashion 
shows. 

Concurrently, American technologists are working with foreign 
spinners to show them how to adapt equipment and methods to take 
advantage of the desirable spinning quality of United States cotton. 

Dairy products—Dairy products and diary cattle have been 
featured in international trade fairs and in market development 
projects carried out by three dairy trade groups cooperating with the 
Department of Agriculture. 

In Thailand, nutritional education and the distribution of samples of 
recombined milk products among schoolchildren and Government 
workers have helped to develop a market for United States dry milk 
powder and anhydrous butter fat. 

Sanitation education and nutrition training in Colombia are en- 
couraging consumer acceptance of dairy products. 

United States herd associations and the Department of Agriculture 
are acquainting Latin American buyers with the merits of United 
States breeding cattle. 

Poultry—Market surveys in Europe and South America by United 
States trade associations point to opportunities for increasing foreign 
consumption of United States table eggs, hatching eggs, chicks, and 
frozen eviscerated poultry. 

In West Germany, promotional effort is acquainting importers, 
shopkeepers, and housewives with the advantages of United States 
ready-to-cook poultry. 

Through sampling, visitors to international trade fairs have become 
acquainted with fresh roasted United States chicken and turkey. 
United States hatching eggs have been featured in displays. 

Oil and oilseeds —Market development surveys and promotion of 
soybeans and products have been undertaken by two United States 
trade associations. In Japan, increased consumption of both soy- 
bean food products and oil is the goal of advertising, trade fair ex- 
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hibits, and research. Much has been done to improve the quality 
and acceptability of United States soybeans arriving in Japan. 

Projects in Italy and Spain promote United States soybean oil and 
meal, 

Soybeans have rapidly become an important United States crop 
and export commodity. They provide an unusually valuable source 
of protein for man and animal. Foreign market development is 
contributing to United States ability to market its expanding soybean 
production in oil-and-protein-deficient countries abroad. 

Fruits—Market surveys and promotional advertising have been 
undertaken in Europe, especially in West Germany, by four United 
States fruit trade groups in cooperation with the Department of 
Agriculture. Newspaper advertising tied in with consumer buying 
research has promoted California prunes to West Germany. Raisins 
are being advertised similarly. A survey in Europe shows con- 
siderable opportunity for sales of cling peaches. 

As economic conditions improve, opportunities arise to sell Ameri- 
can fruit abroad. To help United States exporters use such oppor- 
tunities, the Department and the fruit trade are distributing an attrac- 
tive 48-page booklet printed in full color in fruit importing countries. 
This brochure describes and illustrates available fresh, dried, and 
canned fruits, as well as tree nuts. 

Grains and feed—-The Department of Agriculture and 10 United 
States trade associations are developing export markets for wheat, 
wheat flour, rice, and edible dry beans. 

In Japan, nationwide campaigns are teaching housewives, school- 
children, nutritionists and bakers about wheat products. Per capita 
wheat consumption in Japan is rising. Such activities are being ex- 
tended to Southweast Asia and India. Visits to United States mid- 
continent wheat areas by Italian and Greek millers and buying officials 
are bringing a better understanding of the uses of Hard Red Winter 
wheat. 

In Colombia, local bakery and paste industries groups are cooperat- 
ing with United States flour trade groups in promoting greater use of 
wheat flour. 

Representatives of the United States rice and dry edible beans 
trades are establishing trade contacts and surveying markets in Latin 
America. 

Livestock and meat.—Markets for United States breeding cattle and 
meat industry byproducts are being developed in foreign lands by 
United States trade groups cooperating with the Department of 
Agriculture. 

Visits to Japan by United States tallow representatives removed 
difficult trading problems and increased exports. <A followup adver- 
tising campaign is helping to sell more soap products made from 
American tallow. 

Several substantial sales of United States breeding cattle to Latin 
America buyers have resulted from introduction of United States 
animals to the region. 











46 THE AGRICULTURAL ACT OF 1958 


Declining domestic demand for meat byproducts means that 
foreign markets are becoming increasingly important. 

Tobacco.—Three United States tobacco trade groups are cooperating 
with the Department of Agriculture to promote sales of tobacco to Asia 
and Europe. Key officials of the tobacco trade from Finland, Austria, 
France, Thailand, Japan, and Korea have been brought to the United 
States to study United States processing and marketing methods. 
Market analysis studies have been undertaken in Spain, Italy, and 
Pakistan. Promotional advertising in Japan has increased consump- 
tion of tobacco products containing United States leaf. 

The several types of market development projects undertaken for 
tobacco are helping to acquaint foreign buyers with the merits of 
American leaf. 


TRADE FAIRS 


The Department of Agriculture has exhibited agricultural com- 
modities at 24 international exhibitions in 14 countries to promote 
good will and to promote foreign markets for United States farm prod- 
ucts. These trade fair exhibits have been viewed by 20 million people. 

An excellent example of trade fair activity was the exhibit held in 
Osaka, Japan, in April 1958. A wide range of commodities and 

roducts was exhibited here, a country which is a large market for 
United States farm products such as cigarettes, soap, soybean and 
wheat food products, and cotton clothes and fabrics. Exhibition of 
these products promotes the use of tobacco, tallow, soybeans, and 
wheat, and cotton. For example, cotton style shows were held four 
times daily using Japanese models exhibiting clothes made from United 
States cotton. A seven-man United States agricultural market 
development team represented United States commodity interests 
and coordinated promotion efforts at the fair. ‘The team was made up 
of a United States trade representative from each of the five com- 
modity exhibits and two Department of Agriculture representatives. 


GREATER EMPHASIS NEEDED 


While the committee is gratified at the excellent progress which 
has been made in increasing trade promotion activities designed to 
establish and expand permanent commercial markets in foreign 
countries for United States agricultural products it takes this occasion 
to reiterate its statements on this matter contained in the committee 
report on the 1957 extension of Public Law 480 (H. Rept. 432). The 
committee hopes that the Department of Agriculture, the Department 
of State and the other agencies of our Government responsible in any 
way for the administration of Public Law 480 will continue to bear 
in mind that a major objective and purpose of that law as stated in 
the policy section thereof is ‘‘to stimulate and facilitate the expansion 
of foreign trade in agricultural commodities produced in the United 
States.” 
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In the furtherance of this objective not only should foreign curren- 
cies accruing under Public Law 480 be used to the utmost extent 
consistent witb sound business judgment in promoting the use of 
American agricultural commodities abroad but, at least equally im- 
portant, efforts should be make in making title I agreements to en- 
courage the purchase of commodities by foreign countries (whether 
or not such surplus commodities are actually in CCC inventory) 
which will in themselves tend to develop a future commercial market 
for such commodities. 


PAYMENT OF UNITED STATES EXPENSES ABROAD 


More than 25 percent of the foreign currencies, or nearly the 
equivalent of $775 million, is set aside for the payment of United 
States expenses overseas. Most of these funds are transferred to 
the United States Treasury for sale to any agency for any purpose 
for which an appropriation had been provided. The dollars which 
are used to buy these currencies return to the Commodity Credit 
Corporation. Typical of these expenses are United States Embassy 
and United States Information Service expenses overseas; considerable 
use has also been made for base construction in Spain and military 
construction and maintenance operations in Turkey. Large use is 
being made under this authority for the construction, rent, or other 
acquisition of United States military family housing and related 
community facilities abroad. Through May 31, 1958, the following 
amounts of local currency have been set aside for military family 
housing: 














| TT 
Planned || Planned 
Country under | under 
agreements agreements 
ainsi a | . 
Million } Million 
dollars dollars 
ee galas 9. 9:0 PGIiscn nc nc snningecismeuaiinns 1.5 
France ; Sonat ure ©. © Fe INS on ond cede sdnewessessdbabaes 16.0 
Ps ont oc eandsanacucedentabe | 7. © 1 Ue FON ii ince eeccineictintin 42.9 
Italy...__- sec esSie 13.0 || en 
Japan. ie gee ie 24.8 || IE vi scincnimigiloabdeatnds 121.6 
Philippines... .- ‘ ihdakinen | 1.5 ] 
1 


In the case of Austria and Finland, housing materials will be pur- 
chased for use in other countries. Construction has already been 
completed for about 1,500 units in the United Kingdom and about 800 
units in Japan, and currencies have been allocated for the construction 
of an additional 3,900 units in several countries. 

CCC is reimbursed for currencies used for militar y family housing 
from appropriations available for the payment of quarters allowances, 
such reimbursement to be made over a period of time to the extent the 
housing is occupied. 
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INFORMATION AND EDUCATION PROGRAMS 


Important programs conducted by the Department of State and the 
United States Information Agency are being expanded through the 
use of foreign currencies. Section 104 (h) is a means by which the 
educational exchange program authorized by the Congress is being 
enlarged to help promote mutual understanding between the people 
of the United States and those of other countries. The program 
involves the exchange of students, teachers, lecturers, and professors 
in support of the programs authorized under the Fulbright Act. 
The following table shows the countries in which educational exchange 
programs are authorized and actual agreements concluded since the 
beginning of the program through May 31, 1958: 


International educational authorizations since beginning of program 


{In thousand-dollar equivalent} 

















| 
Executive} Agree- || Executive! Agree- 
Country | author- | ments || Country | author- ments 
cE ized concluded ized concluded 
is “9 ait pbpteacchind a as 
Argentina. - = A 600 | 600 || Japan......._--- . : 2, 066 | 2, 066 
Austria | OO Biases Korea__---- 900 | 
Bolivia 200 -s | Mexico... 1, 250 | 
Brazil _- 980 980 Pakistan_ ‘ | 1,050 | 1,050 
Chile_- | 1, 250 500 |} Paraguay-..--..- | 150 | 150 
China (Taiwan) é ae 750 750 || Peru--- | 500 | 500 
Colom bia_---- , — 500 500 || Phi cee x 750 | 
Ecuador. . : ae 300 | 300 | Portgual - de : 300 | 
555d are 750 |.-..- Seelec. cc oseene 600 |_- 
Finland ____-- | 1, 000 250 | Sweden ! as = 300 ; 
France___ ‘ | 1,000 | Thailand. ana 600 | 400 
Iceland. ___-.. 7 ; : | 150 |}... REN ascccetiee}ecsusuenn 750 | 750 
India__- ccniramiias : 1, 800 |__- || Uruguay !.--...--- ares 300 | ; 
IIR ot ee | 600 a | —_——_—_—_— 
MMB ci 5. a 750 750 ID titer iatntminrpianais 20, 396 9, 546 
1 Funds for reinstating the Public Law 584 program with Sweden will come from the conversion of lira 


na is generated by P ub lic Law 480 sales in Italy; the funds for initiating a Public Law 584 program with 
Uruguay will be by the conversion of funds generated under Public Law 480 sales in Peru. 


Under section 104 (i) of the act the United States Information 
Agency administers the program for the translation, publication, and 
distribution of free world United States-oriented textbooks in local 
languages for sale at prices which students and ministeries of educa- 
tion can afford to pay. Examples of programs being carried on are 
those in Austria, Colombia, Finland, and Turkey. In Austria, 
Colombia, and Turkey the United States textbooks are being trans- 
lated covering a wide range of subjects including economics, political 
science, ceography, commerce, natural science, and social studies. 
The foreign currencies in Finland are being used to purchase paper 
for use in other countries. 

Under section 104 (j) programs are carried out by the Department 
of State and the United States Information Agency for the expansion 
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and improvement of American-sponsored schools, libraries, and bi- 
national centers. Foreign currencies to support American-sponsored 
schools have been allocated in Brazil, Colombia, Ecuador, Greece, 
Italy, Peru, and Turkey. The program to assist libraries and bi- 
national centers is primarily designed to acquire or construct build- 
ings and facilities for these purposes. These programs include plans 
for buildings in Bolivia, Brazil, Colombia, Peru and Turkey. 


COUNTRY BREAKDOWN OF CURRENCIES 


The following table indicates plans for use of all foreign currencies 
being generated for sales agreements concluded through May 31, 1958. 
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Tirte II—EMeERGENCY ASSISTANCE PROGRAMS 


Title II of Public Law 480 authorizes the use of up to $800 million 
in commodities held in stock by CCC to help friendly foreign people to 
meet famine or other urgent or extraordinary relief requirements. 
Payment of ocean-freight costs on these commodities may be financed 
from this authorization, as well as on donations of surplus foods for 
use abroad under title III of the act. JCAis responsible foradminister- 
ing this program. 

Donations under title II may be made to peoples of friendly nations 
as well as to friendly people of countries without regard to the friendli- 
ness of their governments. It is a means by which the President can 
make commodities available quickly in any part of the world when 
flood, drought, or other natural disaster might strike. 

Title II programs have been used for a wide variety of humanitarian 
purposes. For example, 100,000 tons of corn was authorized for 
shipment to Austria. The feed grains were sold to generate local 
currency proceeds which in turn were used to help the Austrian 
Government meet emergency costs for Hungarian refugee relief 
purposes. About 15,000 tons of rice has been authorized recently 
to be shipped to Ceylon to relieve emergency conditions caused by 
floods. Floods in West Pakistan which destroyed food grain stocks 
and standing crops resulted in the shipment of 50,000 tons of wheat 
to that area. 

Previously authorized programs include the shipment of 50,000 tons 
to Morocco because of drought conditions, and shipment of about 
20,000 tons of wheat, 70,000 tons of corn and other feed grains to 
southern Peru, also because of drought. Although most donations 
under title II are conducted on a government-to-government basis, 
on occasion commodities are supplied through United States voluntary 
relief agencies. For example, $6 million worth of cotton was au- 
thorized for shipment to Germany, Italy, Spain, and Korea to manu- 
facture bedding and other cotton goods for use in charitable institu- 
tions and free distribution to the needy. Extensive child feeding 
programs are authorized under title II. Dry milk, cheese, and flour 
have been supplied to Tunisia for this purpose and commodities are 
also being furnished to Japan and Italy to expand school-lunch 
programs in these countries. 

Through April 30, 1958, programs aggregating more than $435 
million have been authorized. These programs total about $372 
million worth of commodities with the remainder authorized to pay 
ocean transportation costs for title II shipments and title III foreign 
donations. The following table shows the status of programs au- 
thorized since the beginning of the program through April 30, 1958. 
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Transfer authorizations, Public Law 480, title II, programs, fiscal year 1958 and 
cumulative programs as of Apr. 30, 1958 


[In thousands of dollars] 
































| 
Bread | Coarse} Fats | Dry |Milk and Raw 
Total grains grains and beans milk Rice cotton 
| | | oils products 
‘ l_ } | " 
i. dh 62 IEE 107, 826 63, 201 | 10,755 | 15, 400 2, 327 4, 888 5, 591 5, 664 
Fiscal year 1956................| 101,033 | 35, 790 5, 877 14, 331 | 998 21, 681 | 20, 595 1, 761 
Fiscal year 1957.............. | 109, 565 | 61,301 | 7,867 | 2, 249 | 670 | 26,546 4, 862 6, 070 
Fiscal year 1958 program: | | } | 
Europe, total._.........--- | 23,281 | 6,900 | 16,381 |........ |-------- |-2----2---|-------- Me peuinbe 
Ait cssnaaicacecach A ke ‘| 15, 481 | en ie | ee ew 
Italy. __ ih | 7,800 | 6,900 | 1.900 | . 
—_ = = —  —— | 
Africa, total.............- | SOE CO oe Digan Sh diated O06 1. ab tele eaakdes 
TOM scsccaciine 4,340 | 3,900 a ea 440 jes teas 
= = = = = —= 7 _-— = 
Near East and South Asia, | 
a paisen 24, 810 | 20,310 |------ eS ee ee ee 
Afghanistan_ > 5, 700 G6 Fee bnew ae eas wie Pees J 
Ceylon_._..- ia 9,050 | 4, 550 = dis adbecallich adibtaniee eee sae ieile yy? "> Saas 
Pakistan... 7,000 | 7, 000 |. sith cid Seth mani i las dascovne inch ce csi les vealed ela alacant 
iets aiibictidasbatiemiiin 3,060 | 3,060 ieieiala tists Se osiiniarnsigs biaedimianie on dencelantal 
Far East and Pacific, total- 1,700 |-- wntonhyiotihicli eines Seales al... oe 
— — = aa a eaten -—— KS |e --—— | —— _—— —_—— 
Ryukyu Islands_-- 1, 700 -- Bs date be Pe inal Wy GOO Santesseek 
Total fiscal year 1958 pee mF a 
commodity pro- | | | 
Ea a 54,131 | 31,110 | 16, 381 Bevnb tian aiubaia eee | we a ee 
Grand total__.....-. | 436, 397 |191, 402 | 40, 880 | 31, 980° | ry 995 53, 555. 37, 248 | 13, 495 
Con dities : 372, 555 |191, 402 40, 880 31, 980 3, 995 | 53, 555 | 87, 248 } 13, 495 
Ocea -4 fre ight | | | 
rene ....:1 | Meas. iiiea bs, Renn Bees 8 ns ee bb. sosbeth 
Title III foreign donations 48, 528 = 


1 Cornmeal, 
Titte IlI—Domestric anp Fore1Gcn DoNATIONS—BARTER 
DONATIONS 


Title III of Public Law 480 expands the authority to donate agri- 
cultural surpluses for distribution in the United States and for ship- 
ment abroad through nonprofit voluntary agencies and intergovern- 
mental organizations. 

First priority for the distribution of surpluses is for programs within 
the United States. The domestic program is administered by agen- 
cies of the State governments operating under agreements with the 
Department of Agriculture. The State agencies order commodities 
from Department inventories and arrange for local receipt, storage, 
and for ultimate distribution to eligible recipients. These donations 
are supplemental to those made under section 32 of the Agricultural 
Act of 1935. Recipients of these commodities include children in 
public and private schools, persons in charitable institutions, and needy 
persons in family units. The program provides wholesome, high 
quality foods which result in better lunches for schoolchildren and 
improved levels of diets for needy persons. 
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Most voluntary relief agencies and intergovernmental organizations 
had been moving food abroad on regular relief programs prior to 1954. 
Under title III, these organizations are now able to distribute con- 
siderably larger amounts of food because the United States donates 
the commodities, pays processing and packaging costs, and, in some 
cases, pays the ocean transportation costs. This program is popular 
because the foods are given directly to persons unable to buy sufficient 
food. The commodities are marked as gifts from the people of the 
United States. 

The following tables indicate the quantities of foods donated for 
domestic uses during the fiscal year 1957 and during the first 9 months 
of this year including donation under section 32. 

Also shown is the value of commodities made available for donation 
abroad, by country, during the first 3 years that Public Law 480 was 
in effect. 


Quantities of surplus foods donated for domestic use, fiscal year 1957, and estimated, 
July to March, fiscal year 1958 


{In million pounds] 


Domestic 


| 








Schools Institutions | Needy persons | Total 
Commodity Mi ee ne ee eee tS en 2., 
} | | | 
Fiscal | July to | Fiscal | July to | Fiscal | July to | Fiscal July to 
year | March, | year | March, | year | March, | year | March, 
1957 |fiscal year} 1957 {fiscal year} 1957 {fiscal year 1957 fiscal year 
|} 1958 | 1958 | 1958 | | 1958 
se bd Se ee ii SOE Dik el D8 ee Ae cosa | 
RNR ORG 6 nab coos scons 28.3 | 14.8 | 9.2 0.2 42.9 | 0.9 | 80. 4 15.9 
ae = 46.3 | 58. 6 9.4 18.8 12.5 | 2.0 | 68. 2 79. 4 
Butter oil_...- 3 i a ae SaleniaieaeleMicataied Saini ; | 
Cheese-.__--. : 31.7 | 26.2) 15.6 | 9.5] 71.6} 41.5] 118.9} 77.2 
Cornmeal. - --- ue z 17.7 | 14.6 9.5 | 6.8 | 89.9 | 61.3 | 117.1 | 81.7 
Corn... se ‘ 5 sac $e Da an 9 
Cottonseed oil_.---- aes etaia ees 
eae 30.0 asap 9 Pee Ss 37.2 
Egg solids, dried..--_--- 4.7 Ss ” 4.7 
Flour 46.1 52.8] 56.8 | 51.9] 140.8] 102.6] 243.7 207.3 
Grapefruit, canned -- C3 ia 7 Shamans 6.5 
Ground beef— frozen. --- | 71.3 secs hace Niminilanils | 71.3 | 
NG ccc ctiescsindetacdt eee ‘ 6.0 | 1.6 * | 24.1 |--- 
Milk, nonfat, dry_--.----- 23.6 | 17.7 15.5 | 9.3 82,7 56.3 | 121.8 | 83.3 
Peanut butter a | 4.9 patties af alas ceeaiena a5 onees | 4. § 
Pork, corned and frozen...| 52.1 |_-- Rey ee ee S|... 
Rice__. : 21.9 | 17.3} 10.8 6.2 | 47.6 37.5 | 80.3 61.0 
Turkeys, frozen... -- am Secor ttestxencteata BG j......... fe | . 2 een 
NI eo ance Ode: adaack y Miibisececenes Oe Pieces $3 1. abe 
RIG Pio eaten EPs situseay VRE bh tecesens pee bee beast otal ie3 f.. 
J eee eee --| 417.6 | 218.1 | 154, 5 101.7 | 489.8 | 302.1 1, 061.9 | 621.9 
| | | | 











1 Special distribution for hurricane disaster relief in Puerto Rico. 

2 Less than 50,000 pounds. 

Includes commodities distributed domestically in limited amounts during fiscal year 1957: Cabbage, 
fresh plums, sweetpotatoes, and cottonseed oil. 
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Title III, Public Law 480—Sec. 416, foreign donations, fiscal years 1955-57 


[Thousand pounds—thousand dollars] 



































| ] 
1955 1956 1957 
Country ati = oiling ale Seen 
| | | 
| Pounds Cost | Pounds Cost Pounds Cost 
syste ginny -_——- —- fooeneeense veeenrertertee 
RR he tee ae hes I siecle aes oe ed ae 36 $7 
Af istan_-- De ogudus eeenaell Bi sce lea Acme 229 | $42 | 250 51 
Africa, French Equatorial_.._- sd ctenlas deal iamoiindiclinal oe tc daheitiedicedlkaihandida . Gena 
rics, West Prétioh. ..... 2.5... -ccbaces a 110 | 20 | 1, 070 | 219 
A lg ‘ aie 124 | 31 | 7, 737 | 850 
Antigu ; <nteigaedie: is 00 | $92 | 415 TL cnsonviepsidhieadiiestdiden as 
Austria ecnnweiae | 7, 564 | 3, 360 | 23, 521 | 10, 667 | 11, 856 3, 203 
Bahama Island ; . aticnna| ae 255 | 107 | 247 78 
Belgian Congo “i S ocsthaibincs ieedanah Sstendieel 
Belgium 85 | 35 | 195 | | 
Bolivia 3, 994 1,412] 9,062 
Brazil ‘ | 12, 282 2, 542 25, 912 | 
Burm * 498 | 91 1,639 | 
CITING oicccttonicrordcre aaceeceuneikcantoae Noleimeeachean tanieabaniareaeeiaeene ee 
Car I nds... > | 480 | 18 
Ceylon... 449 82 | 477 | 88 | 
Chile | 1,065 195} 1,122 238 | 
China ie a 
Colombia 4, 381 | 946 13, 982 3, 164 | 
Co Rica | 132 | 52 
CSTE. ncnctnduckinersnkved cecal nba denlan dudes aaa 
Domink 866 159 
Ecuador 874 160 | 688 176 | 
Egypt 57, 758 23, 544 35, 960 17, 514 | 
England 90 49 149 56 
Ethiopia 144 26 36 | 7 
Finland 1, 000 737 2, 200 1,423 |.... Binion 
Formosa 9, 720 2, 603 48, 636 9, 612 91, 064 | 10, 529 
Franc 6, 124 2, 840 12, 182 | 6,413 | 2,773 | 568 
Gam 263 48 351 | 72 
Gaza | 882 | 181 
Germany 44,611 18, 530 85,915 | 33,108 72, 373 15, 407 
Goa 499 314 400 | 207 62 
Gold Coast 54 | 10 | 875 371 | 215 | 79 
Greect 29,526 | 12,787 | 62,063 | 22,084 | 98, 682 | 14, 902 
Grenada 538 | 62 | 338 | 69 
Gua ul 135 | 39 
Gua i 1, 38 254 1, 594 327 
G i, B ! | 667 | 171 72 15 
Guiana, I 1 241 44 241 | 49 
2, 460 163 1,792 | 59. 2,008 | 240 
| 4) (‘) | : 
1S 1, 482 543 470 86 3, 340 | 738 
I iras, British i 650 120 | 325 | 67 
Hong Kong.._._._.__- Se lo ale oa 2, 689 | 631 21, 060 3, 460 | 52, 868 6, 625 
India ‘ . cae ee 60,041 | 27,890 76, 898 29, 318 86, 902 17, 841 
Indonesia se rr hee 999 | 202 3, 924 | 691 | 6, 334 1, 260 
Iran oe i eee 2, 739 | 949 2, 643 | 927 | 5, 584 983 
Beas :ai hs das ainsi a cb sacerciadnenetlen nideasaides Mica emit edaeanats adaiiagie 3, 575 658 1, 925 | 395 
Ireland, North stiipinneuin taal sc ciate maias stipes tell ean tid) eecddladinnibatanl tilled las nie: oie aii ies 
Israel i - cane ‘ 902 378 4, 237 1, 646 | 13, 308 | 2, 291 
Italy... aoe he sebiaeu 85, 843 35,649 | 290, 668 | 44, 442 | 307, 161 27, 098 
ae put ates pai td i oe 4, 420 | 1, 215 | 3, 625 | 835 
Japan aeasei 6, 281 1,623 | 24,797] 4,460 | 31, 386 | 4, 809 
Java_..- om ails a a atl | 60 Oe oe es ee ad Be ee — cs 
Jordan . i ts eins inbiteaeaSciateea 3, 646 1, 573 | 1, 792 | 598 | 5, 567 | 929 
Kenya uP oe ieee as : sie i 510 | 130 | 520 107 
Korea... . pad ates 50, 041 10,597 | 91,209 | 16, 790 | 226, 331 | 27, 249 
Laos. ; ey S hs PIPES TVS Wo oe 8 ea 208 | 29 
Lebanon........-- icseaaesk 537 | MOT C ae 1, 150 | 236 
LAOPTE on iniecccucs kctamswutacate 99 | 18 | 100 | 3 36 | 7 
ST aa a de bene 537 | 99] 1,384] 3, 359 | 1,116 
a ee Eee Sanceinninnee aia’ sa .| 1, 257 | 136 
Malay State 4 Sockena deh eee 971 337 | 1, 850 1, 796 | 359 
Malta____- el ns ed sl Ae 396 160} 3,015 | 3, 086 563 
Martinique_.......- ict cies lila tage tad dlciatiaalaedh ora) re 200 200 | 41 
RON aon oad aoe tad oes ee 2 1, 474 3, 163 426 
Montserrat... _- pos ee eRe 108 OO bist ee i 142 | 29 
Morocco, French he i ee See 511 149 | 1, 092 327 | 12, 475 | 2, 342 
New Guinea, Netherland Senantab aelialaeimeidenaaaedakcn teal 7 132 TE Guncsameneioaeae i sicaibeieniesiah 
ROU lock eloharalts did chai aise Mato taan tac idhabion ‘ 50 9 | 437 | 80 85 17 
Nortls SOD 256 ee Be 40 | 7 | 140 | 26 | 120 | 25 
Norway es . PAG Sew he nee we ee Bee SS ctemancd 
Nyasaland......... cath tilesntiengh t aaees we Ee cites : 36 | 7) 36 | 7 
CO a 360 | 56 | 3, 433 | GOS Cents ncanat Sat aiaaieeall 


See footnote at end of table. 
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Title III, Public Law 480—Sec. 416, foreign donations, fiscal years 1955-57—Con. 











1955 1956 1957 
Country a a ee il ol ae ee ee 
| | | | | 
| Pounds | Cost Pounds | Cost | Pounds Cost 
—- -— — - —— ~ — — os a _ —_—_—_-— — + — — —— 
| ee peace 13, 317 4,796 | 20,874 11, 448 | 60, 531 | 9, 679 
ITIL, 12 ditlNdade ipstn'ctirertpendetteiencatth sin tose de Bier aniegllliabekdoaticd ipaeuaaan ect tt dete dee ae Sere | aes 
PRIOR 56 «Silvie eg anmccbihewicnagatess 1, 252 386 3, 732 1, 218 | 5, 350 | 1,615 
URINE Coe rr oe 1,095 | 201 | 593 109 | 1, 121 | 230 
aE aa ack sae 4,719 927 | 5,690 | 978 6,075 | 1, 122 
PRINS DURE. ince ccnmcnnsnemee 3, 437 659 6, 030 | 1, 083 14, 282 | 2, 675 
DOrtMGAh nnn nena mnenen|-nasanasn-|---sscne--| 17,563) 4,826 | 24, 309 | 4,415 
Ryukyu Isiands- -- Raltoslnaioneiias 1, 250 252 1, 880 | 416 4,960 | 739 
o J eee r enone ual iekaeate 514 95 514 | 105 
_ elacattcta. be nd ; aes Wisi iii Picks iieiteeias 110 | 23 
St. ucia 2s . i . ie . = 250 | |) ae Bs i el ° 
St. Vincent- | 386 71 | 386 | 79 
San Salvador. .- | 1,119 | 206 | 2,475 601 
Saraw ve : 305 | 56 1, 225 225 | 900 185 
Sera I yore ne 80 | 15 | 276 i 
Spain 56, 938 | 19, 181 129, O89 33, 814 74, 452 | 17, 845 
Sudan -- 36 7 
Surinam.. 681 | 125 681 140 
Syria. } 655 | 120 | 1, 020 | 209 
Thailand --- 200 | 37 371 | 67 
Trieste eee 1, 806 | 677 2, 255 | 848 | 7, 900 1, 440 
Tripoli | 5 
Trinidad and Tobago 680 | 125 | 301 | 62 
Tunisia_. 379 125 394 104 2,561 | 378 
Turkey. ‘ 664 218 | 1, 250 297 3, 509 712 
Wales._._. Pkg 
Virgin Islands, British_- 91 17 | 85 | 17 
Vietnam = 5, 435 | 1,497 | 96, 124 14, 323 178, 517 | 22, 780 
Yugoslavia_-_- ‘ 37, 807 | 16, 063 29, 141 8, 724 | 182,191 | 31, 360 
tal 531,985 | 197,195 |1,200,678 | 302,488 | 1,727,877] 253, 719 
mber of countries 57 S4 85 : 


1 Less than $500. 


ALLOCATION OF PROGRAM COSTS 


This committee concurs in the recommendations of the Senate 
Committee on Agriculture and Forestry with respect to the allocation 
of program costs as expressed in Senate Report No. 1357, 85th Con- 
gress. In accounts and statements dealing with price support program 
costs, those costs and charges connected with the donation of agri- 
cultural commodities for relief purposes, donations, or cash transfers 
to the armed services or to schools, and all similar uses of agricultural 
commodities in the furtherance of programs other than farm price 
support, should be allocated to the objective or program for which 
they are used. 

BARTER 
Authority and policy 

The basic authority for the Department of Agriculture to carry on 
a barter program is contained in section 104 (h) of the Commodity 
Credit Corporation Charter Act (act of August 29, 1948) and at least 
four other acts of Congress. Section 303 of Public Law 480 was in- 
cluded in that act, therefore, not so much as additional authority as 
it was a declaration of policy on the part of Congress that such a pro- 
gram should be carried on. The reason why some such declaration of 
policy was necessary was because at that time there was no provision 
of law permitting the Commodity Credit Corporation to turn over to 


n 
by 
st 
n- 
AS 


of 
yn 
to 


THE AGRICULTURAL ACT OF 1958 59 


other Government agencies all the materials it received in barter and 
receive reimbursement therefor. Those responsible for the conduct 
of CCC affairs understandably argued that they should not tie up 
substantial amounts of CCC borrowing power in strategic and other 
materials which, valuable as they might be to the Nation, could 
neither be sold by CCC nor used to carry out its price- support func- 
tions. Since that time, provisions have been made for CCC to re- 
ceive reimbursement in cash or appropriations for all of the materials 
taken by the Corporation in barter operations. 

The primary purpose of section 303, therefore, was to relieve CCC 
officials of the necessity for making policy determinations with respect 
to the advisability of the barter program and to declare as a policy of 
Congress that the exchange of surplus agricultural commodities which 
are costly to store and deteriorate in storage for strategic and other 
materials less subject to deterioration and less costly to store was in 
the public interest, was a sound protection of the funds and assets of 
the Commodity Credit Corporation, and was to be undertaken as a 
matter of policy whenever practicable. The effect of this new policy 
was to increase the disposal of surplus agricultural commodities by 
barter from a rate of a little more than $20 million per year to a rate 
of almost $300 million per year. Surpluses disposed of during this 
augmented barter program included more than 203 million bushels of 
wheat, 114 million bushels of corn, 63 million bushels of barley, 38 
million bushels of rye, 39 million hundredweight of grain sorghums, 
and 1.4 million bales of cotton. Details are shown in the following 
table: 


Agricultural commodities exported under barter contracts in specified periods ! 


[In thousands of units] 
Cet ee ee 


| July-December 1957 2 


























| 
| 1949-50 | 1954-55 | | 
Commodities | Unit through} through | 1954-55 | 
| 1953- 54} 1956-57 | Under |through} 1957-5 
| all con-| 1956-57} con- 
tracts | con- | tracts 
| | tracts 
} i 
Wheat-- ‘ eee 5h.) ts 33,445 | 200,178 | 3,052) 3,052 }_.-..... 
Corn. -_- Z eteiertataia | 9,338 105, 428 9, 033 ThE tekeinctenes 
Barley. | laid ot | 62,057 1, 493 Xt , Bee 
Oats a | a a | 36, 681 1, 353 beausee 
Rye ; } Sees. oe 7 11, 448 130 Bt iceman 
Grain sorghums 4 ....-| Hundredweight-_| 990 | 39,261 22 a 
Cottonseed oil Pound..........| 4,680 | 34,731 iia cal titan 
Wool sd wan .do- sedi Bs cat 3, 063 Stas dik 
Cotton 3__ : tof ‘ehh Li 2 56 | 1,022 | 420 a 
Others ¢ -| Metric ton. ___- 20 99 7 DP se 
| si ad alesis 
Total quantity - ni camsnnyssh Wat Leet, Lae OP tiiesin 
mete Million | Million | Million| Million 
| dollars | dollars | dollars | dollars | dollars 
TORE WOR Sine icscesnd is ceuecnssiessas ba cesta ceedings | 107.6 823. 7 75.0 WG hi. 


1 Year beginning July 1. 
2 Includes partial estimate for December. 





3 Represents sales with exportation to be made by July 31, 1958, under cotton export sales program an- 


nouncement CN-EX-4 dated Feb. 19, 1957, as amended. 


rice. 


4 Includes fiaxseed, dried skim milk, linseed oil, cottonseed meal, soybeans, tobacco, peanuts, beans, and 


Forty-five countries have received agricultural commodities ex- 


ported under barter arrangements under the barter program July 1 
1957, as shown in table XV. 


1954, through December 31, 


1, 
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Termination of program 


In May 1957, the Department brought this apparently successful 
program to an abrupt halt. It issued a new set of regulations which 
were admittedly designed, according to Department testimony 
before this committee, to put a stop to the barter program. That it 
was successful in this objective is apparent from the Seventh Semi- 
annual Report of the President on Public Law 480, which states that 
only $3 million in barter contracts were negotiated in the 6 months 
starting July 1, 1957, compared with more than $125 million in the 
previous 6 months’ period and an average of $145 million each 6 
months during the expanded barter program. 

In later testimony before the committee, Department spokesmen 
questioned not only the wisdom of the barter program but of the 
strategic materials stockpiling program. The Department’s action 
in this matter amounted to a direct veto by one executive agency of 
a policy of Congress which had been specifically stated in the original 
enactment of Public Law 480 and reaffirmed in subsequent exten- 
sions and amendments of the act. The reason given by the Depart- 
ment of Agriculture for terminating this program was that it believed 
barter transactions were interfering with cash sales. In spite of 
repeated questioning by committee members, however, Department 
witnesses have been unable to give one single convincing instance 
where a barter sale has interfered with or prevented a sale for dollars. 


The nature of barter 


In order to understand fully the committee’s position on this matter, 
it is necessary to understand the nature of barter transactions as they 
were carried on by the Department prior to May 28, 1957. Sader 
this program, the Department of Agriculture received from the Office 
of Defense Mobilization or other sources designated by the President 
lists of strategic and other materials desired for stockpiling. Private 
trading firms hav ing access to sources of these foreign materials would 
then approach the Department of Agriculture with an offer to ex- 
change specified quantities of these materials for agricultural surpluses 
in the hands of the Commodity Credit Corporation. Agreement on 
the price to be paid by CCC for the imported materials was reached 
by negotiation and the record shows that Department officials did an 
excellent job of bargaining. Contract price of most of these materials 
was below the going world price. The value of the surplus agriculture 
commodities to be taken by the contractor in exchange for the strategic 
materials was established either by competitive bidding or by the 
export price list of the CCC, which is published monthly. 

Up to this point, the transaction is true barter, with CCC exchang- 
ing its surplus agricultural commodities for imported materials of 
equal value. Beyond this point, however, the transaction assumes 
the aspects of an ordinary commercial business transaction. The 
materials delivered to CCC for the stockpile were normally bought by 
the importer for dollars or dollar equivalents. Likewise, the grain, 
cotton, or other surplus received by the contractor in exchange for 
his imported materials was sold to importers in foreign countries for 
dollars or the equivalent thereof. The dollars paid out for the 
materials obtained in the barter program invariably came back in the 
form of increased dollar exports from this country—both agricultural 
and other products. 


r 
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Barter versus dollar sales 


In actual operation, then, the movement of surplus agricultural com- 
modities disposed of by CCC in a barter transaction was a sale for 
dollars through normal commercial channels stimulated by the $300 
million spent abroad each year for purchase of the incoming materials. 
It is difficult, therefore, to follow the reasoning of spokesmen for the 
Department of Agriculture that more surplus commodities owned by 
CCC would have been disposed of for dollars without the barter pro- 
gram than were disposed of with it. The Department’s efforts to 
demonstrate this assumption on its part have been entirely uncon- 
vincing. The real question involved, it seems to the committee, is 
whether more agricultural surpluses were disposed of profitably in the 
world market with the barter program in operation or without it. 

On that score, the record is clear. Agricultural exports have fallen 
off sharply since the termination of the barter program. The latest 
published figures of the Department of Agriculture show that exports 
of cotton in the first 10 months of the current fiscal year are 25 percent 
below cotton exports for the same 10 months of the 1957 fiscal year. 
Likewise, exports of grains and feeds are down 20 percent in the first 
10 months of this fiscal year, with exports of wheat and wheat flour 
off 26 percent. 

The following table shows the export situation in some detail. The 
commodities listed are those which form the major part of the barter 
program. The first three columns show the actual exports of these 
commodities under the barter program for the fiscal years 1956 and 
1957 and for the first 9 months of the current fiscal year (the latest 
period for which data are available). Department records indicate 
that virtually all of the commodities which have been exported this 
year under the barter program were delivered under barter contracts 
entered into prior to the termination of the previous program on 
May 28, 1957. The next two columns show total exports of these 
commodities for the fiscal years 1957 and 1958. The 1958 figure 
includes estimates for the month of June. As these columns show, 
our total exports (and this includes all Government programs, in- 
cluding donations) particularly of the important commodities wheat 
and cotton have declined substantially in the current fiscal year. 
The columns headed “Outside of Government programs” gives a 
direct comparison of what is commonly called ‘‘cash sales for dollars” 
before and after the termination of the barter program. These are 
the sales made in the usual commercial channels without the assistance 
of Government programs such as sales for foreign currency, ICA 
grants, etc. It should be remembered, however, that even these sales 
included Government assistance in the form of a subsidy or of a re- 
duced selling price for exports. From these figures, it is difficult to 
agree with the assumption that sales under the barter program were 
interfering with cash sales. Dollar sales of wheat are 99 million 
bushels less since the end of the barter program than they were during 
the comparable period immediately before the program was ter- 
minated. Likewise, sales of cotton are 570,000 bales smaller since 
the termination of that program than they were in the immediately 
pervious period. Rather than interfering with cash sales, it appears 
from this data that barter sales were actually adding to and stimulating 
cash sales, since the decrease in sales under the barter program during 
the current fiscal year is almost directly comparable with the decrease 
in cash sales during the same period. 
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Is barter good business? 


To the extent that the barter program is removing from CCC 
warehouses agricultural commodities which gradually deteriorate in 
ralue and are costly to store and replacing them with strategic and 
other imported materials which do not deteriorate in storage and 
which cost relatively little to store, the batter program is resulting 
in a direct saving of many millions of dollars to the Federal Govern- 
ment. According to figures submitted by the Department of Agri- 
culture at the request of this committee, the storage charges on 
materials received through the barter program from the start of that 
program in 1954 to December 31, 1957, were approximately $103 
million less than the storage charges would have been on the agri- 
cultural commodities which were given in exchange. For one specific 
example, industrial diamonds valued at slightly more than $26 
million have been procured as part of the barter program. The 
entire stockpile of industrial diamonds (of which those received n 
barter are only a small part is stored in a bank vault at a total storage 
cost of $1,500 per year. In contrast, the equivalent value of surplus 
commodities given in exchange for the barter diamonds would cost 
CCC over $11 million per year to store. 

In addition to the direct saving to taxpayers in storage charges 
resulting from the barter program, it is apparent that those in charge 
of the barter program in the Department of Agriculture and elsewhere 
have done a businesslike job of bargaining in making barter contracts. 
Most of the materials received by CCC in exchange for agricultural 
surpluses were obtained at less than world prices and have actually 
increased in value since their acquisition and are worth more today 
than they were at the time they were obtained. At the request of 
this committee, the Department of Agriculture submitted a special 
report on the barter program as of December 31, 1957. This report 
showed that the contract value of the strategic and other materials 
acquired by CCC under the program was $878.6 million while their 
value on the world market at that time was $924.3 million. On 
December 31, 1957, these same materials had a value at world 
prices of $923.8 million. Aside from the incalculable strategic value 
of having these materials on hand and available in the United States 
in case of war or other emergency, it is obvious that from a strictly 
business standpoint the acquisition of these materials in exchange for 
agricultural surpluses was good business. 

Effect on domestic industry 


A collateral effect of termination of the barter program has been 
felt in those industries in the United States which were processing 
foreign ores and metals obtained under that program. One of the 
policy changes announced by the Department in its statement of May 
28, 1957, was that henceforth it would not receive through barter 
any materials other than those processed outside the United States. 
Prior to that time, substantial quantities of ores and metals originating 
outside the United States had been processed or reprocessed in this 
country. The operating rate in the ferroalloy industry alone, for 
example, dropped from 85 percent of plant capacity prior to the 
termination of the barter program to 43 percent at the end of the first 
quarter of this year. 
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Another collateral result of the termination of the barter program 
was the drop in lead and zine prices which has seriously affected the 
domestic industry in these metals. As will be seen from the following 
table, substantial quantities of lead and zinc were acquired under the 
barter program. These went into the supplemental stockpile (as do 
all of the nonstrategic materials acquired by barter) and thus were 
not in competition with domestic production of lead and zinc, but 
the procurement under the barter program had stabilized world prices 
at a level which was reasonably satisfactory to domestic producers. 
As indicated by the following table, the price of both lead and zine 
was stable at 16 and 13.5 cents per pound, respectively, from January 
1956 through April 1957—the period when these metals were being 
procured in quantity under the barter program. Immediately 
following the termination of the barter program, lead dropped to 
approximately 14 cents per pound and zinc to 10 cents. Since then, as 
barter contracts became completed, Jead has dropped to slightly less 
than 12 cents per pound, while zinc has remained at approximately 
10 cents. 


Quotations on common lead in New York and prime western zinc f. o. b. St. Louis 


(Cents per pound] 








Average monthly quotation Lead Zine 
January 1956 through _— I a cede eee S anemeenaes 16 13.5 
NR hdfc a nbennnkb cheese canes cb dentmcerdgle codon od beaded ceed a 15. 385 11. 923 
June 1957_.------ 7 ‘ Bie etl acts er Saco dee ; | 14. 32 11. 36 
July 1957-- selloc. dickincbaktate ; coal 14 10. 005 
August to September 1957... hind cdg ipin snes tale aise oe is Nene 7 =a 14 10 
October 1957 . : ‘ senraie peste 13. 692 10 
November 1957__-- ilahtinaickninnintienibtenthivcalekn danke 13.5 10 
December 1957 through March Oc 3 nn hy ee : 13 10 
ar dais icat it atdakeie wled oie ddcmtekde wd daleadined iil e aia ete inches 12 10 
Nika ee hla 5 has it oe ane ae lees eneeahes il. = 10 





Following is the list of materials which have been contrac zm for or 
acquired under the barter program for the supplemental stockpile. 
These are the so-called nonstrategic materials which are not included 
in the national stockpile set up by the Strategic and Critical Materials 
Stockpiling Act. The identity and quantity of the latter materials 
is classified information and cannot be included in this report. 
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Collateral benefits abroad 

One of the little-discussed but very substantial benefits that accrued 
under the barter program before it was discontinued by the Depart- 
ment was the assistance given our foreign policy by making possible 
purchases of strategic and other materials from countries throughout 
the woild which, in many instances, have little other opportunity for 
profitable trade with the United States. It 1s difficult to evaluate the 
goodwill which was engendered by this opportunity for normal trade 
between the United States and these countries, but it was certainly 
substantial. The dollars spent for these materials were a substantial 
stimulant to world trade and in every case were returned in full to 
the United States in increased purchases of our products from the 
countries receiving the dollars. Dollar exports to the countries from 
which major pure chases of barter materials were made in every case 
have increased over previous years at least to the value of the dollars 
spent in that country for these strategical and other materials. 

The following table shows the value of materials delivered under 
the barter program for the calendar years 1954 through 1957 with the 
country of origin. 

Value of materials delivered under the barter program by country of origin for calendar 


/ 


years 1954 through 1957 (based on program operating records) 


[V alue in millions of dollars] 


Cc alendar years 


Country of origin a _ —— —— 








| 1954 1955 | 1956 | 1957 | Total 

Africa = nee ss ileal $11.0 | $49.5 | aoe | $94.9 
Argentina_ _- s ne a a Sa) 1 | 3 $0.5 Y 
Australia ia : oa : Se ee bs 6.0 10.9 | 16.9 
Belgian Congo-_-_- jibe ctis ead acialinsa adel ai | 3.0 | 4.4) 7.4 
Belgium... ___-- Sao ani cases itt ae 6] 6.1 5.8 12.2 
Bolivia si ; annnaliceatentnane Bed ie ctcatncoae an 1.0 | 1.1 2.1 
Brazil. . : | 2 5 | 1.5 34 
Canada. __. . ated 2.7 | 6.7 _ ee 30.8 61.4 
Ceylon_. =. : spel One a 2 - 
Chile__ ae viehas ae ; - ts 1.3 1.5 
Colombia . ‘i a 6 | ae Lnnbeumoknal 1.4 
Cuba a | ; ale wa 3 
Formosa ; , . . ‘ ‘ L fase cetncentansce 1 
ee ee -¢ . ‘ | 5 | 2.0 | 9.2 | 7.3 19.5 
Ghana : sols ists iuilccaso te ivi some een See eee pee ee = 7 . 5 5 
CN OUD. 5 5 iris ankbannce cknnadacennneesuoed 2 | 2.0 | 14.2 13.5 29.9 
Greece. } 4) 4 .8 
India ; B f 2.0 | 4.6 | 4.1 10.7 
Cl aa : ae a st . 2.3 5.2 3.0 10.5 
PRUIOR. 5 occacceSe es ‘ 1.0 1.0 
Japan i ei 3.1 19.7 | 15. 1 12.2 50.1 
I sini inh «nn ceginelncesh@ubewinvanppadeaanemedeiaaiabeiebeaice. ul ] 1 
Mexico 2.1 16.1 | 27.4 | 45.6 
Netherlands 2.4 | 1.1 5 4.0 
New Caledonia 1.7 1.7 | aa 3.5 
Northern Rhodesia | 2 7.8 8.0 
Norway. 9} “a 1.6 
Peru 2.4 | 9.0 | 11.4 
Philippine Islands 6.9 | 6.6 2.7 16. 2 
Portugal | | <a .2 
ems ese East Africa 8.5 | 6.3 3 15.9 
Sout! Africa 4.8 21.1 49.3 75.2 
South west Africa : 5 
South Korea 4 | .4 
Southern Rhodesia a 3 7.3 3.7 | 11.4 
Spain = 2 2 
Sweden__-- 3 1 4 
Tasmania_ -- ; .6 | 6 
Trieste 6 oe | 1.3 
Turkey 9.8 18.3 23.0 §1.1 
United Kingdom 2.5 1.7 1.5} 5. 7 
Yugoslavia .4 5 4.8 5.7 
Unidentified ? but 5.5 | 5.5 

Total 18.8 27.0 207. 4 235. 9 589. 1 

' — 
Represents diamond deliveries for which individual countries are not available 


2 Represents friendly foreign countries for which allocation not available. 


Source: CSS, Barter and Stockpiling Division, Feb. 14, 1958. 
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At a time when the Soviet bloc is entering into an obvious campaign 
to make trade arrangements and establish other economic ties with 
many of the underdeveloped countries of the world, it seems to the 
committee that the opportunity for profitable trade which was 
afforded these countries by our now-discontinued barter program is an 
important consideration. Through the barter program we have an 
opportunity to obtain minerals and other materials which, while 
perhaps not urgently needed at this time, are not produced in adequate 
quantities in this country and, in fact, are produced in only limited 
quantities throughout the world. With the cutoff in the barter pro- 
gram, this type of trade with the United States has been virtually 
discontinued. The producing countries denied their opportunity to 
trade with the United States, will look for other buyers for their 


materials and in many instances those buyers will doubtless be mem- 
bers of the Soviet bloc. 


CHANGERS IN Existina Law 


In compliance with clause 3 of rule XITI of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE 
ACT OF 1954,' AS AMENDED 


AN ACT 


To increase the consumption of United States agricultural commodities in foreign 


countries, to improve the foreign relations of the United States, and for other 
purposes, 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That this Act may be 
cited as the “Agricultural Trade Development and Assistance Act of 
1954”. 

Src. 2. It is hereby declared to be the policy of Congress to expand 
international trade among the United States and friendly nations, to 
facilitate the convertibility of currency, to promote the economic sta- 
bility of American agriculture and the national welfare, to make maxi- 
mum efficient use of surplus agricultural commodities in furtherance 
of the foreign policy of the United States, and to stimulate and facili- 
tate the expansion of foreign trade in agricultural commodities pro- 
duced in the United States by providing a means whereby surplus 
agricultural commodities in excess of the usual marketings of such 
commodities may be sold through private trade channels, and foreign 
currencies accepted in payment therefor. It is further the policy to 
use foreign currencies which accrue to the United States under this 
Act to expand international trade, to encourage economic develop- 
ment, to purchase strategic materials, to pay United States obligations 
abroad, to promote collective strength, and to foster in other ways the 
foreign policy of the United States. 
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TITLE I—SALES FOR FOREIGN CURRENCY 


Sec. 101. In furtherance of this policy, the President is authorized to 
negotiate and carry out agreements with friendly nations or organiza- 
tions of friendly nations to provide for the sale of surplus agricultural 
commodities for foreign currencies. In negotiating such agreements 
the President shall— 

(a) take reasonable precautions to safeguard usual marketings 
of the United States and to assure that sales under this Act will 
not unduly disrupt world prices of agricultural commodities; 

(b) take appropriate steps to assure that private trade channels 
are used to the maximum extent practicable both with respect to 
sales from privately owned stocks and from stocks owned by the 
Commodity Credit Corporation ; 

(c) give special consideration to utilizing the authority and 
funds provided by this Act, in order to develop and expand con- 
tinuous market demand abroad for agricultural commodities, 
with appropriate emphasis on underdeveloped and new market 
areas ; 

(d) seek and secure commitments from participating countries 
that will prevent resale or transshipment to other countries, or 
use for other than domestic purposes, of surplus agricultural com- 
modities purchased under this Act, without specific approval of 
the President; and 

(e) afford any friendly nation the maximum opportunity to 

urchase surplus agricultural commodities from the United 

tates, taking into consideration the opportunities to achieve the 
declared policy of this Act and to make effective use of the foreign 
currencies received to carry out the purposes of this Act. (7 
U.S.C. 1701) 

Src. 102. (a) For the purpose of carrying out agreements concluded 
by the President hereunder, the Commodity Credit Corporation, in 
accordance with regulations issued by the President pursuant to sub- 
section (b) of this section, (1) shall make available for sale hereunder 
to domestic exporters surplus agricultural commodities heretofore or 
hereafter acquired by the Corporation in the administration of its 
price-support operations, and (2) shall make funds available to 
finance the sale and exportation of surplus agricultural commodities, 
whether from private stocks or from stocks of the Commodity Credit 
Corporation. In supplying such commodities to exporters under this 
subsection the Commodity Credit Corporation shall not be subject to 
the sales price restrictions in section 407 of the Agricultural Act of 
1949, as amended. The commodity set-aside established for any com- 
modity under section 101 of the Agricultural Act of 1954 (68 Stat. 
897) shall be reduced by a quantity equal to the quantity of such 
commodity financed hereunder which is exported from private stocks. 

(b) In order to facilitate and maximize the use of private channels 
of trade in carrying out agreements entered into pursuant to this Act, 
the President may, under such regulations and subject to such safe- 
guards as he deems appropriate, provide for the issuance of letters of 
commitment against fonde or guaranties of funds supplied by the 
Commodity Credit Corporation and for this purpose accounts may be 
established on the books of any department, agency, or establishment 
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of the Government, or on terms and conditions approved by the Sec- 
retary of the Treasury in banking institutions in the United States. 
Such letters of commitment, when issued, shall constitute obligations 
of the United States and moneys due or to become due thereunder shall 
be assignable under the Assignment of Claims Act of 1940. Expendi- 
tures of funds which have Doon made available through accounts so 
established shall be accounted for on standard documentation required 
for expenditures of Government funds. 

Sec. 103. (a) For the purpose of making payment to the Com- 
modity Credit Corporation to the extent the Commodity Credit Cor- 
poration is not reimbursed under section 105 for commodities dis- 
posed of and costs incurred under titles I and II of this Act, there 
are hereby authorized to be appropriated such sums as are equal to 
(1) the Corporation’s investment in commodities made available for 
export under this title and title II of this Act, including processing, 
packaging, transportation, and handling costs, Se the costs incurred 

y the Corporation in making funds available to finance the exporta- 
tion of surplus agricultural commodities pursuant to this title and, 
(3) all Commodity Credit Corporation funds expended for ocean 
freight costs authorized under title II hereof for purposes of section 
416 of the Agricultural Act of 1949, as amended. Any funds or 
other assets available to the Commodity Credit Corporation may 
be used in advance of such appropriation or payments, for carrying 
out the purposes of this Act. 

(b) Transactions shall not be carried out under this title which 
will call for appropriations to reimburse the Commodity Credit Cor- 
poration, pursuant to subsection (a) of this section, in amounts in 
excess of [$4,000,000,000] $5,500,000,000. This limitation shall not 
be apportioned by year or by country, but shall be considered as an 
objective as well as a limitation, to be reached as rapidly as possible 
so long as the purposes of this Act can be achieved within the safe- 
guards established. 

Sec. 104. Notwithstanding section 1415 of the Supplemental Ap- 
propriation Act, 1953, or any other provision of law, the President 
may use or enter into agreements with friendly nations or organi- 
zations of nations to use the foreign currencies which accrue under 
this title for one or more of the following purposes: 

(a) To help develop new markets for United States agri- 
cultural commodities on a mutually benefiting basis; 

(b) To purchase or contract to purchase strategic and critical 
materials, within the applicable terms of the Strategic and Criti- 
cal Materials Stockpile Act, for a supplemental United States 
stockpile or such materials as the President may determine from 
time to time under contracts, including advance payment con- 
tracts, for supply extending over periods up to ten years. All 
strategic and critical materials acquired under authority of this 
title shall be placed in the above named supplemental stockpile 
and may be additional to the amounts acquired under authority 
of the acaba and Critical Materials Stockpile Act. Materials 
so acquired shall be released from the supplemental stockpile 
only under the provisions of section 3 of the Rieattagte and Criti- 
cal Materials Stockpile Act; 

(c) To procure military equipment, materials, facilities, and 
services for the common defense; 
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(d) For financing the purchase of goods or services for other 
friendly countries ; 

(e) For promoting balanced economic development and trade 
among nations, for which purposes not more than 25 per centum 
of the currencies received pursuant to each such agreement shall 
be available through and under the procedures established by 
the Export-Import Bank for loans mutually agreeable to said 
bank and the country with which the agreement is made to United 
States business firms and branches, subsidiaries, or affiliates of 
such firms for business development and trade expansion in such 
countries and for loans to domestic or foreign firms for the estab- 
lishment of facilities for aiding in the utilization, distribution, or 
otherwise increasing the consumption of, and markets for, U nited 
States agricultural products: Provided, however, That no such 
loans shall be made for the manufacture of any products to be 
exported to the United States in competition with products pro- 
duced in the United States or for the manufacture or produc- 
tion of any commodity to be marketed in competition with United 
States agricultural commodities or the products thereof. Foreign 
currencies may be accepted in repayment of such loans. 

(f) To pay United States obligations abroad ; 

(g) For loans to promote multilateral trade ‘and economic de- 
velopment, made through established banking facilities of the 
friendly nation from which the foreign currency was obtained 
or in any other manner which the President may deem to be 
appropriate. Strategic materials, services, or foreign currencies 
may be accepted in payment of such loans; 

(h) For the financing of international educational exchange 
activities under the programs authorized by section 32 (b) (2) of 
the Surplus Property Act of 1944, as amended (50 U.S. C. App. 
1641 (b)) and for the financing of programs for the interchange 
of persons under title II of the U nited States Se raed and 
E'ducational Exchange Act of 1948, as amended (2: roae...C. 
1446. In the alloc: ation of fands as among the various pur- 
poses set forth in this section, a special effort shall be made to 
provide for the purposes of this subsection, including a particular 
effort with regard to: (1) countries where adequate funds are 
not available from other sources for such purposes, and (2) 
countries where agreements can be negotiated to establish a fund 
with the interest and principal available over a period of years 
for such purposes ; 

(i) For financing the translation, publication, and distri- 
bution of books and periodicals, including Government publi- 

cations, abroad: Provided, That not more “than $ $5,000,000 may 
be allocated for this purpose during any fiscal year ; 

(j) For prov iding assistance to activities and projects author- 
ized by section 203 of the United States Information and Edu- 
cational Exchange Act of 1948, as amended (22 U. S. C. 1448), 
but no foreign currencies which are available under the terms of 
any agreement for appropriation for the general use of the 
United States shall be used for the purposes of this subsection 
(j) without appropriation therefor ; 
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(k) For the acquisition by purchase, lease, rental or otherwise, 
of sites and buildings and grounds abroad, for United States 
Government use including offices, residence quarters, community 
and other facilities, and for construction, repair, alteration and 
furnishing of such buildings and facilities: Provided, That for- 
eign currencies shall be available for the purposes of this sub- 
section (in addition to funds otherwise made available for such 
purposes) in such amounts as may be specified from time to 
time im appropriation acts;. 

(1) Kor financing trade fair participation and related activi- 
ties authorized by section 3 of the International Cultural Ea- 
change and Trade Fair Participation Act of 1956 (22 U.S. C. 
1992) : 

(m) For financing under the direction of the Librarian of 
Congress, in consultation with the National Science Foundation 
and other interested agencies, (1) programs outside the United 
States for the analysis and evaluation of foreign books, periodi- 
cals, and other materials to determine whether they would pro- 
vide information of technical or scientific significance in the 
United States and whether such books, periodicals, and other ma- 
terials are of cultural or educational significance; (2) the regis- 
try, indexing, binding, reproduction, cataloging, abstracting, 
translating, and dissemination of books periodicals and related 
materials determined to have such significance; and (3) the ac- 
quisition of such books, periodicals, and other materials and the 
deposit thereof in libraries and research centers in the United 
States specializing in the areas to which they relate; 

(n) For providing assistance, by grant or otherwise, in the 
expansion or operation in foreign countries of established schools, 
eoll Je 8... OF universitie 8 founded or SPONSOTE ad by citizens of the 
United States, for the purpose of « nabling such educational insti- 
tutions to carry on programs of vocational, professional, sc7ien- 
tific, technological, or general education; and in the supporting 
of workshops in American studies or American educational tech- 
niques, and su pporting e hairs in American studies: 

Provided, however, That section 1415 of the Supplemental Appropri- 
ation Act, 1953, shall apply to all foreign currencies used for grants 
under subsections (d) and (e) [and] except when used for coopera- 
tive non-self-liquidating projects for the developme nt of human re- 
sources and skills; for payment of United States obligations involv- 
ing grants under subsection (f) and to not less than 10 per centum 
of the foreign currencies which accrue under this title: Provided, 
however, That the President is authorized to waive such applicabil- 
ity of section 1415 in any case where he determines that it would be 
inappropriate or inconsistent with the purposes of this title. 

Sec. 105. Foreign currencies received pursuant to this title shall be 
deposited in a special account to the credit of the United States and 
shall be used only pursuant to section 104 of this title, and any depart- 
ment or agency of the government using any of such currencies for a 
purpose for which funds have been appropriated shall reimburse the 
Commodity Credit Corporation in an amount equivalent to the dollar 

value of the currencies used. 
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Sec. 106. As used in this Act, “surplus agricultural commodity” shall 
mean any agricultural commodity or product thereof, class, kind, type, 
or other specification thereof, produced in the United States, either 
privately or publicly owned, which is or may be reasonably expected 
to be in excess of domestic requirements, adequate carryover, and 
anticipated exports for dollars, as determined by the Secretary of 
Agriculture. The Secretary of Agriculture is also authorized to 
determine the nations with whom agreements shall be negotiated, and 
to determine the commodities and quantities thereof which may be 
included in the negotiations with each country after advising with 
other agencies of Government affected and within broad policies laid 
down by the President for implementing this Act. 

Src. 107. As used in this Act, “friendly nation” means any country 
other than () the U. S. S. R., or (2) any nation or area dominated 
or controlled by the foreign government or foreign organization con- 
trolling the world Communist movement. 

Sec. 108. The President shall make a report to Congress with respect 
to the activities carried on under this Act at least once each six months 
and at such other times as may be appropriate and such reports shall 
include the dollar value, at the exchange rates in effect at the time of 
the sale, of the foreign currency for which commodities exported pur- 
suant to section 102 (a) hereof are sold. 

Sec. 109. No transactions shall be undertaken under authority of 
this title after June 30, [1958] 1959, except as required pursuant to 
agreements theretofore entered into pursuant to this title. 


TITLE II—FAMINE RELIEF AND OTHER ASSISTANCE 


Src. 201. In order to enable the President to furnish emergency 
assistance on behalf of the people of the United States to friendly 
peoples in meeting famine or other urgent or extraordinary relief 
requirements, the Commodity Credit Corporation shall make available 
to the President out of its stocks such surplus agricultural commodities 
(as defined in section 106 of title I) as he may request, for transfer 
(1) to any nation friendly to the United States in order to meet famine 
or other urgent or extraordinary relief requirements of such nation, 
and (2) to friendly but needy populations without regard to the 
friendliness of their government. 

Sec. 202. The President may authorize the transfer on a grant basis 
of surplus agricultural commodities from Commodity Credit Corpora- 
tion stocks to assist programs undertaken with friendly governments or 
through voluntary relief agencies: Provided, That the President shall 
take reasonable precaution that such transfers will not displace or 
interfere with sales which might otherwise be made. 

Sec. 203. Not more than $800,000,000 (including the Corporation’s 
investment in the commodities) shall be expended for all such trans- 
fers and for other costs authorized by this title. The President may 
make such transfers through such agencies including intergovern- 
mental organizations, in such manner, and upon such terms and condi- 
tions as he deems appropriate; he shall make use of the facilities of 
voluntary relief agencies to the extent practicable. Such transfers 
may include delivery f. 0. b. vessels in United States ports and, upon 
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a determination by the President that it is necessary to accomplish 
the purposes of this title or of section 416 of the Agricultural Act of 
1949, as amended, ocean freight charges from United States ports 
to designated ports of entry abroad may be paid from funds available 
to carry out this title on commodities transferred pursuant hereto or 
donated under said section 416. Funds required for ocean freight 
costs authorized under this title may be transferred by the Commodity 
Credit Corporation to such other Federal agency as may be designated 
by the President. 

‘Src. 204. No programs of assistance shall be undertaken under the 
authority of this title after June 30, [1958] 7949. 


TITLE ITI—GENERAL PROVISIONS 


Sec. 301. [This section contains an amendment to section 407 of 
the Agricultural Act of 1949 (p. 160), authorizing Commodit 
Credit Corporation to make commodities available to relieve distress] 

Sec. 302. [This section contains a revision of section 416 of the 
Agricultural Act of 1949 (p. 165), which authorizes various methods 
of disposition by Commodity Credit Corporation of commodities in 
surplus supply. | 

psec. 303. Whenever the Secretary has reason to believe that, in 
addition to other authorized methods and means of disposing of 
agricultural commodities owned by the Commodity Credit Corpora- 
tion, there may be opportunity to protect the funds and assets of the 
Commodity Credit Corporation by barter or exchange of such agri- 
cultural commodities for (a) strategic materials entailing less risk of 
loss through deterioration or substantially less storage charges, or (b) 
materials, goods or equipment required in connection with foreign 
economic and military aid and assistance programs, or (c) materials 
or equipment sennhed in substantial quantities for offshore construc- 
tion programs, he is hereby directed to use every practicable means, 
in cooperation with other Government agencies, to arrange and make, 
through private trade channels, such barters or exchanges or to utilize 
the authority conferred on him by section 4 (h) of the Commodity 
Credit Corporation Charter Act, as amended, to make such barters 
or exchanges. Agencies of the United States Government procuring 
such materials, goods or equipment are hereby directed to cooperate 
with the Secretary in the disposal of surplus agricultural commodities 
by means of barter or exchange. Strategic materials so acquired by 
the Commodity Credit Corporation shall be considered as assets of the 
Corporation and other agencies of the Government, in purchasing 
strategic materials, shall purchase such materials from Commodity 
Credit Corporation inventories to the extent available in fulfillment 
of their requirements. The Secretary is also directed to assist, 
through such means as are available to him, farmers’ cooperatives in 
effecting exchange of agricultural commodities in their possession for 
strategic materials.] 

Sec. 303. The Secretary is directed, to the maximum extent prac- 
ticable within the limit permitted by this section, to barter or exchange 
agricultural commodities owned by the Commodity Credit Corporation 
for (a) strategic materials or other materials of which the United 
States does not domestically produce its requirements and which entatl 
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less risk of loss through deterioration or substant ially less storage 
charge 8, OTF (b) mate rials. goods, or equipme nt required t in connection 
with for eign economic and military aid and assistance programs, or 
(c) materials or equipment required in substantial quantities for off- 
shore construction programs. Heis hereby directed to use eve ry prac- 
tibabla means, in cooperation with other Government agencies, to 
ATT ANGE and make . t hrough private channe ls. such barters or exchanges 
or to utilize the authority conferred on him by section 4 (h) of the 
Commodity Credit Corporation Charter Act, as amended, to make 
uch barters or exchanges: Provided, That the total volume of the 
ransactions directs d by this section shall not exceed $500000.000 
annually, unless specific ally « wuthorized by the C Ongress. In carrying 
out barters or exchar nges aui thorized by this section. no restrictions 
shall be placed on the countries of the free world into which surplus 
agricultural commodities may be sold, rcept where the Secretary has 
made a specific finding as toa par ticular transaction that such trans- 
action will replace a cash sale for dollars. The authorities contained 
in this section shall, in addition to other types of transactions, permit 
the domestic processing of raw materials of foreign origin or of do- 
mestic origin where the domestic processor agrees to import an equiva- 
lent amount of similar foreign material. Agencies of the United 
States Government procuring such materials, goods, or equipment are 
hereby directed to cooperate with the Secretary in the disposal of 
surplus agricultural commodities by means of barter or exchange. 
The Secretary is also directed to assist, through such means as are 
available to him, farmers’ cooperatives in effecting exchange of agri- 
cultural commodities in their possession for strategic materials. 

Sec. 304. (a) The President shall exercise the authority contained 
in title I of this Act (1) to assist friendly nations to be independent 
of trade with the Union of Soviet Socialist Republics and with na- 
tions dominated or controlled by the Union of Soviet Socialist Repub- 
lics and (2) to assure that agricultural commodities sold or trans- 
ferred thereunder do not result in increased availability of those or 
like commodities to unfriendly nations. 

(b) Nothing in this Act shall be construed as authorizing trans- 
actions under title I or title IIT with the Union of Soviet Socialist 
Republics or any of the areas dominated or controlled by the Com- 
munist regime in China. 

Src. 305. All Commodity Credit Corporation stocks disposed of 
under title II of this Act and section 416 of the Agricultural Act of 
1949, as amended, shall be clearly identified by, as far as practical, 
appropriate marking on each package or container as being fariiatied 
by the people of the United States of America. 

Szc. 806. Any provision of this Act or of section 32 of the Act of 
August 24, 1935, as amended (7 U.S. C. 612c), may be extended by 
the President to any area under the jurisdiction or administration of 
the United States. 
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AGRICULTURAL ACT OF 1949, AS AMENDED 


AN ACT 


To stabilize prices of agricultural commodities. 
Be it enacted by the Senate and House of Representatives of the 


United States of America in Congress assembled, That this Act may 
be cited as the “Agricultural Act of 1949.” 


TITLE I—BASIC AGRICULTURAL COMMODITIES 


Sec. 101. The Secretary of Agriculture (hereinafter called the 


“Secretary”) is authorized and directed to make available through 
loans, purchases, or other operations, price support to cooperators for 
any crop of any basic agricultural commodity, if producers have not 


disapproved marketing quotas for such crop, at a level not in excess 
of 90 per centum of the parity price of the commodity nor less than 
the level provided in subsections (a), (b), and (c) as follows: 

(a) For tobacco (except as otherwise provided herein), corn, wheat, 
and rice, if the supply percentage as of the beginning of the marketing 
year is: 

The level of support shall 
be not less than the 


following percentage of 
the parity price: 
90 
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* * * * * - s 


(d) Notwithstanding the foregoing provisions of this section-— 
(1) if producers have not disapproved marketing quotas for 
such crop, the level of support to cooperators shall be 90 per 
centum of the parity price for the 1950 crop of any basic agri- 
cultural commodity for which marketing quotas or acreage allot- 
ments are in effect; 

(2) if producers have not disapproved marketing quotas for 
such crop, the level of support to cooperators shall be not less than 
80 per centum of the parity price for the 1951 crop of any basic 
agricultural commodity for which marketing quotas or acreage 
allotments are in effect; 

(3) the level of price support to cooperators for any crop of 
a basic agricultural commodity, except tobacco, for which market- 
ing quotas have been disapproved by producers shall be 50 per 
centum of the parity price of such commodity; and no price sup- 
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port shall be made available for any crop of tobacco for which 
marketing quotas have been disapproved by producers; 

(4) the level of price support for corn to cooperators outside 
the commercial corn-producing area shall be 75 per centum of the 
level of price support to cooperators in the commercial corn- 
producing area; 

(5) price support may be made available to noncooperators at 
such levels, not in excess of the level of price support to coopera- 
tors, as the Secretary determines will facilitate the effective opera- 
tion of the program. 

(6) Except as provided in subsection (c) and section 402, the 
level of support to cooperators shall be not more than 90 per 
centum and not less than 8214 per centum of the parity price for 
the 1955 crop of any basic agricultural commodity with respect 
to which producers have not disapproved marketing quotas; 
within such limits, the minimum level of support shall be fixed 
as provided in subsections (a) and (b) of this section.? 

(7) Where a State is designated under section 335 (e) of the 
Agricultural Adjustment Act of 1938, as amended, as outside the 
commercial wheat-producing area for any crop of wheat, the level 
of price support for wheat to cooperators in such State for such 
crop of wheat shall be 75 per centum of the level of price support 
to cooperators in the commercial wheat-producing area. 

(8) For the 1959, 1960, and 1961 crops, the level of support 
for any crop of rice for which producers have not disapproved 
quotas shall be such level not less than 75 per centum or more 
than 90 per centum of the parity price therefor as the Secretary 
determines after consideration of the factors specified in section 
401 (b). 
* 


* on * a * * 


TITLE II—DESIGNATED NONBASIC AGRICULTURAL 
COMMODITIES 


Src. 201. The Secretary is authorized and directed to make avail- 
able (without regard to the provisions of title III) price support to 
producers for tung nuts, honey, milk, butterfat, and the products of 
milk and butterfat as follows: 


a 
b) The price of tung nuts and honey, respectively, shall be sup- 
rted through loans, purchases, or other operations at a level not 
in excess of 90 per centum nor less than 60 per centum of the parity 
price therefor ; 

(c) The price of whole milk, butterfat, and the products of such 
commodities, respectively, shall be supported at such level not in excess 
of 90 per centum nor less than 75 per centum of the parity price there- 
for as the Secretary determines [necessary in order to assure an ade- 
quate supply. Such price support shall be provided through loans 
on, or purchases of, milk and the products of milk and butterfat, and 
for the period ending March 31, 1956, surplus stocks of dairy products 
owned by the Commodity Credit Corporation may be disposed of by 
any methods determined necessary by the Secretary]. Such price 
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support shall be provided through loans on, or purchases of, milk 
and the products of milk and butterfat and the Secretary shall require 
of the vendor of any such products purchased under this section a 
certification that producers were paid the price support in effect at 
the time of purchase for the milk or butterfat used in the products 
purchased. For the period beginning September 1, 1954, and ending 
June 30, 1955, not to exceed $50,000,000, and for the fiscal year endin 
June 30, 1956, not to exceed $60,000,000, and for each of the rio] 
fiscal years in the period beginning July 1, 1956, and ending June 30, 

19584 1961, not to exceed $75,000,000, of the funds of the Commodity 

redit Corporation shall be used to increased the consumption of fluid 
milk by children in (1) nonprofit schools of high-school grade and 
under; and in (2) nonprofit nursery schools, child-care centers, set- 
tlement houses, summer camps, and similar nonprofit institutions de- 
voted to the care and training of children. 

(d) Notwithstanding any other provision of law, the Secretary 
shall, through the Commodity Credit Corporation, by means of pay- 
ments, support the price to producers of milk and butterfat used mn 
manufactured dairy products at not less than 90 per centum of the 
parity equivalent price during the marketing years ending March 31, 
1960, March 31, 1961, and March 31, 1962: Provided, That the Secre- 
tary may reduce the level of price support for any such marketing 
year by 3 per centum of the parity equivalent price for each 1 per 
centum of marketing base by which the Federal Dairy Board estab- 
lishes marketing quotas for such marketing year above the lowest 
quota authorized by subparagraph (3) (A) hereof: Provided further, 
That the total amount of payments to producers for any marketing 
year shall not exceed an amount equivalent to the total amount of 
compliance deposits forfeited by producers in the same marketing 

ear. 

m (1) Not later than March 1 of each calendar year, the Federal 
Dairy Board (hereinafter referred to as the “Board”) shall estimate 
and determine for the marketing year starting in that calendar year 
the average market price of milk used in manufactured dairy products 
which would be received by farmers in the absence of any Federal 
price-support operations. If the Board determines that such price 
will be less than 90 per centum of the probable parity equivalent price 
therefor, it may establish as a condition of eligibility for price-swpport 
payments for such marketing year a requirement that producers com- 
ply with such marketing quotas as may be established. for each indi- 
vidual dairy farm. 

(2) The Secretary shall establish a base for each producer de- 
siring to market milk or butterfat. Bases shall be assigned to pro- 
ducers, including partnerships, corporations, or other business entities, 
and not to herds or farms. The Secretary shall provide by rules or 
regulations for the transfer of bases in whole or in part, for the 
assignment of bases to new producers, for the equitable adjustment of 
bases to avoid hardship, for such other adjustments consistent with 
the objectives of this Act as he deems appropriate, including adjust- 
ments for deficit production areas, and for such other matters as may 
be necessary or appropriate to set up and operate effectively and effi- 
ciently the program herein authorized. In establishing such bases the 
Secretary shall take into consideration historical production, trends, 
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abnormal production during the historical period, and such other fac- 
tors as may be appropriate to establish such bases in an equitable and 
practical manner. Bases established by the Secretary shall continue 
on effect from year to year, but such bases shall be subject to modifica- 
tion and adjustments from time to time. 

(3) When marketing quotas are required under provisions of para- 
graph (1) above the marketing quota for each farm may be calcu- 
lated by deducting not to exceed 2 per centum from the farm marketing 
base for each 5 per centum by which the Board estimates that the 
average market price of milk used in manufactured dairy products 
would be below 90 per centum of the parity equivalent price, in the 
absence of any Federal price support operations. 

(4) When marketing quotas are required, compliance deposits of 
not less than 25 cents nor more than 50 cents per hundredweight of 
milk, as determined by the Board to be the amount required to en- 
courage compliance with marketing quotas, shall be withheld from 
-and shall be collected from each producer who sells milk, butterfat, 
or dairy products. Every person purchasing milk, butterfat, or dairy 
products from a producer (except purchases by consumers for other 
than commercial uses) shall withhold from the purchase price an 
amount equal to the compliance deposit and shall remit the same to 
the Commissioner of Internal Revenue. For the purposes of this sec- 
tion, milk, butterfat, or dairy products delivered by a producer to 
a cooperative association of producers shall be subject to the with- 
holding of the deposit upon such delivery. Returns shall be filed 
and remittances made monthly by such purchasers in accordance with 
rules prescribed by the Commissioner. The Commissioner of Internal 
Revenue shall collect the compliance deposits provided for herein and 
shall prescribe such rules and regulations as may be necessary to ac- 
complish that purpose. Compliance deposits collected shall be cred- 
ited to a special account of the Secretary of Agriculture to make 
refunds to milk producers who comply with marketing quotas as 
provided herein. The Secretary of Agriculture, annually prior to 
July 1 following the close of the immediately preceding marketing 
year, shall issue drafts on such special account to refund to each pro- 
ducer who complies with his marketing quota the entire amount of the 
compliance deposit withheld from such producer. The Secretary shall 
release to the Treasurer of the United States the total of compliance 
deposits of each producer who exceeded his marketing quota. 

(5) A price-support deficiency payment shall be paid on all sales 
of milk and butterfat for manufacturing to each individual producer 
who complies with his marketing quota and shall be such as, within 
the limitations of the second proviso of the first sentence hereof, the 
Secretary determines to be sufficient, when added to the State average 
price received by producers for milk and butterfat used for manufac- 
tured dairy products, to equal a total return of not less than the sup- 
port level established pursuant to this subsection for milk and butter- 
fat used for manufactured dairy products on milk sold for manifac- 
turing purposes for that State. Such payments shall be made to 
producers prior to July 1 next following the close of the marketing 
year. The Secretary shall calculate the monthly average net price 
received for milk and butterfat used in manufactured dairy products 
received in each State, using the price at the point of first sale out of 
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the producers’ hands. A producer who sells milk under the terms of 
a Federal milk order and who complies with his marketing quota shall 
be eligible for a payment on milk diverted into manufactured dairy 
produc ts. 

(6) In December 1958, the Secretary shall conduct a nationwide 
referendum of milk producers to determine whether those voting ap- 
prove the provisions of this subsection. If more than one-half of the 
producers voting in the referendum oppose this subsection, this sub- 
section shall not be placed into effect and the price-support operations 
of the Secretary under subsection 201 (c) of the Agricultural Act of 
1949 with respect to milk and dairy products shall remain in effect. 
The Secretary shall conduct the referendum, prescribing such rules 
and regulations as may be necessary. Only milk producers shall be 
eligible to vote. Any milk producer shall have only one vote and shall 
vote as an individual, rather than as a business entity. The ballot 
shall be in the following form: 


UNITED STATES DEPARTMENT OF AGRICULTURE 
OrricraAL BALLoT 


NATIONAL REFERENDUM OF MILE PRODUCERS 


Mark this square if you ‘favor— 
Establishment of a dairy income protection program, utilizing deficiency 
payments, compliance deposits, and marketing quotas based on 90 per 
centum of the parity equivalent price, in addition to Government pur- 
chases, storage and diversion ¢ as Prov ided in the Agric ultural Act of 1958. 


Mark this square if you favor— 
Continuation of price support utilizing Government purchases, storage and 
diversion with support at 75 to 90 per centum of the parity say alent 
price, as provided by section 201 (c) of the Agricultural Act of 1949 








The price support operations of the Secretary unde or subsection 
201 (c) of this Act with respect to milk and dairy products shall be 
meee after the first sta months during which this Act shall be 
in effect, and remain suspended during any subsequent marketing 
year during which this Act shall be in effect. 


FEDERAL DAIRY BOARD 


(7) There is created in the Department to make the determinations 
and perform the functions provided in this subsection, a Federal 
Dairy Board consisting of fifteen members to be appointed by the 
President after receiving nominations from milk producers as pro- 
vided herein. Only persons who are milk producers shall be eligible 
to serve on the Board. 

(A) Jn order to secure appropriate regional representation on the 
Board, the United States shall be divided into fifteen Federal dairy 
districts to be designated by the Secretary. In designating such dis- 
tricts, the Secretary shall om, consideration to (1) complete geo- 
graphical representation of the United States and (2) the designation 
of districts, so that districts will be areas having equal annual sales 


of milk and butterfat, as nearly as possible without dividing any 
county into two or more districts. 
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(B) Each Federal dairy district shall be assigned one place on the 
Board. The milk producers in each district shall by ballot select 
three nominees for the place on the Board assigned to their district. 
Each milk producer shall be entitled to submit one name for nominee 
for the place on the Board to be filled from his district. The three 
candidates receiving the highest number of votes for nomimee for each 
respective place on the Board shall be nominees for appointment to 
such place. The Secretary shall conduct an election of nominees 
between January 1 and January 15, 1959, and shall conduct any 
subsequent elections for the selection of such nominees, prescribe such 
rules and regulations as he may consider necessary in the administra- 
tion of the duties assigned herein, determine all questions involving 
the qualifications of such nominees, members of the Board, or milk 
producers, resolve all tie votes for such nominees, and certify such 
nominees to the President. The decision of the Secretary in all such 
matters shall be final. The three nominees so selected for each place 
on the Board shall be received by the President, who shall select one 
of the three nominees for appointment to each place on the Board for 
which such nominees were selected. In making appointments to the 
Board, the President shall give careful consideration to securing an 
equitable representation of the various forms in which milk and its 
products are sold. 

(C) Terms of Board members shall expire on June 30,1962. Board 
members may be removed for cause or eligibility by the President. 
Vacancies on the Board may be filled for the unexpired terms by ap- 
pointment by the President, taking into consideration the nominees 
from which the original appointment was made, or, in the discretion of 
the President, in the manner herein prescribed for the appointment of 
members for a regular term. Vacancies on the Board shall not im- 
pair the power of the remaining members to exercise all the powers of 
the Board, except that in no event shall the Board be empowered to 
act unless eight or more places on the Board are filled. Each member 
of the Board, other than the Secretary or the Secretary's representa- 
tive, shall receive a per diem of $50 for each day’s attendance at meet- 
ings of the Board and while traveling to and from said meetings, 
together with actual, necessary travel subsistence, and other expenses 
incurred in the discharge of his official duties without regard to other 
laws with respect to allowances which may be made on account of 
travel and subsistence expenses of officers and employed personnel of 
the United States. The Secretary, or an official of the Department 
designated by him, shall be an ex officio member of the Board. He 
shall meet and confer with the Board but shall not be entitled to vote. 

(D) The Board shall meet as soon as practicable following their 
initial appointment, and thereafter, annually on the second Monday in 
December and at other times upon the call of the Chairman. In addi- 
tion, special meetings of the Board may be called at any time by a 
majority 7 the members of the Board in office, or by the Secretary. 
The Board shall meet at least once in each calendar quarter of each 

ear. 

(LZ) The Chairman of the Board shall be selected by the Board. 
He shali hold office for a term of one calendar year and until his suc- 
cessor shall have been selected and shall have taken office. Vacanctes 


in the office of the Chairman of the Board shall be filled for the 
unexpired term by the Board. 
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(F) A majority of the members of the Board in office shall consti- 
tute a quorum, and action may be taken by a majority vote of those 
present at any regular or special meeting at which a quorum is pres- 
ent. The findings and determinations of the Board made under the 
authority of this section shall be final and conclusive. The Board 
may adopt, alter, and use an official seal which shall be judicially 
noticed. It may adopt rules and regulations governing the manner 
in which its business may be conducted and its powers may be 
exercised. 

(G) The Federal Dairy Board is directed, in addition to its other 
duties, to cause to be made a comprehensive study of the produc- 
tion and marketing of manufacturing milk, including producers’ costs 
of production, prices received by farmers, areas of production, the 
relationship between changes in the farm price of butterfat and milk 
for manufacturing and changes in the volume of market supply of 
each commodity, the relationship between changes in national income 
and changes in the volume of consumption of manufactured dairy 
products, marketing and processing spreads, relationship between 
prices received by farmers for milk used for fluid consumption and 
that used for manufacturing, returns to milk producers on capital 
investment and labor relative to other farmers and other segments of 
the national economy, and trends in these factors; and shall submit 
to Congress not later than January 3, 1961, a detailed report thereon 
with recommendations for legislation related to the protection of 
producers’ returns on and market supply management of butterfat 
and milk for manufacturing, including programs to be operated and 
financed by dairymen, covering the probable costs and effects of the 
proposals recommended and the legislation required to put the pro- 
posal into effect. The Federal Dairy Board may conduct such hear- 
ings and receive such statements and briefs in connection with such 
study as it deems appropriate. 

(H) The Secretary is directed to make available to the Federal 
Dairy Board the services of such of the facilities and personnel of the 
Department of Agriculture as it may require for the appropriate con- 
duct of its duties. 

Sec. 202. Asa means of increasing the utilization of dairy products, 
(including for purposes of this section, milk) upon the certification 
by the Administrator of Veterans’ Affairs or by the Secretary of the 
Army, acting for the military departments under the Department of 
Defense’s Single Service Purchase Assignment for Subsistence, or 
their duly authorized representatives that the usual quantities of dairy 
products have been purchased in the normal channels of trade— 

(a) The Commodity Credit Corporation until December 31, [1958] 
1961, shall make available to the Administrator of Veterans’ Affairs at 
warehouses where dairy products are stored, such dairy products ac- 
quired under price-support programs as the Administrator certifies 
that he requires in order to provide butter and cheese and other dairy 
products as a part of the ration in hospitals under his jurisdiction. 
The Administrator shall report monthly to the Committees on Agri- 
culture of the Senate and House of Representatives and the Secretary 
of Agriculture the amount of dairy products used under this 
subsection. 

27236—58——6 
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(b) The Commodity Credit Corporation until December 31, [1958] 
1961, shall make available to the Secretary of the Army, at warehouses 
where dairy products are stored, such dairy products acquired under 
price-support programs as the Secretary of the Army or his duly 
authorized representative certifies can be utilized in order to provide 
additional butter and cheese and other dairy products as a part of the 
ration [of the Army, Navy, or Air Force, and as a part of the ration] 
(1) of the Army, Navy, Air Force, or Coast Guard, (2) in hospitals 
under the jurisdiction of the Department of Defense, and (3) of 
cadets and midshipmen at, and other personnel assigned to, the 
United States Merchant Marine Academy. The Secretary of the 
Army shall report every six months to the Committees on Agriculture 
of the Senate and the House of Representatives and the Secretary of 
Agriculture the amount of dairy products used under this subsection. 


TITLE IV—MISCELLANEOUS 
SUPPORT THROUGH CCO 


Sec. 401. (a) The Secretary shall provide the price support author- 
ized or required herein through the Commodity Credit Corporation 
and other means available to him. 

> * * + * cs . 


ADJUSTMENTS FOR GRADE, ETC 


Src. 403. Appropriate adjustments may be made in the support 
price for any commodity for differences in grade, type, staple, quality, 
location, and other factors. Such adjustments shall, so far as prac- 
ticable, be made in such manner that the average support price for 
such commodity will, on the basis of the anticipated incidence of such 
factors, be equal to the level of support determined as provided in 


this Act. Middling seven-eighths-inch cotton shall be the standard ‘ 


grade for purposes of parity and price support. Jn adjusting the 
support price for cotton on the basis of grade, the Secretary shall 
establish separate price support rates substantially reflecting the 
usual trade differentials for spotted cotton and for light spotted 
cotton. 

* * * * & * ® 


NONRECOURSE LOANS 


Sec. 405. No producer shall be personally liable for any deficiency 
arising from the sale of the collateral securing any loan made under 
authority of this Act unless such loan was obtained through fraudulent 
representations by the producer. This provision shall not, however, 
be construed to prevent the Commodity Credit Corporation or the 
Secretary from requiring producers to assume liability for deficiencies 
in the grade, quality, or quantity of commodities stored on the farm 
or delivered by them, for failure properly to care for and preserve 
commodities, or for failure or refusal to deliver commodities in ac- 
cordance with the requirements of the program. There is authorized 
to be included in the terms and conditions of any such nonrecourse 
loan a provision whereby on and after the maturity of the loan or 
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any extension thereof Commodity Credit Corporation shall have the 
right to acquire title to the unredeemed collateral without obligation 
to pay for any market value which such collateral may have in excess 
of the loan indebtedness. 


ADVANCE ANNOUNCEMENT 


Src. 406. The Secretary shall, insofar as practicable, announce the 
level of price support for field crops in advance of the planting sea- 
son and for other agricultural commodities in advance of the begin- 
ning of the marketing year or season (January 1 in the case of com- 
moditive not marketed on a marketing year or season basis), but the 
level of price support so announced shall not exceed the estimated 
maximum level of price support specified in this Act, based upon the 
latest information and statistics available to the Secretary when such 
level of price support is announced; and the level of price support 
so announced shall not be reduced if the maximum level of price sup- 
port when determined, is less than the level so announced. Jn an- 
nouncing the price support level for milk and butterfat, the Secretary 
shall announce a corresponding support price for manufacturing milk 
containing 3.5 per centum milk fat. 





AGRICULTURAL ADJUSTMENT ACT OF 1938, AS AMENDED 
AN ACT 


To provide for the conservation of national soil resources and to provide an ade- 
quate and balanced flow of agricultural commodities in interstate and foreign 
commerce and for other purposes. 


Be it enacted by the Senate and House of Peprcsentenent of the 

United States of America in Congress assembled, That this act may 

be cited as the “Agricultural Adjustment Act of 1938”. 
DECLARATION OF POLICY 


Sec. 2. It is hereby declared to be the policy of Congress to continue 
the Soil Conservation and Domestic Allotment Act, as amended, for 
the purpose of conserving national resources, preventing the wasteful 
use of soil fertility, and of preserving, maintaining, and rebuilding the 
farm and rance land resources in the national public interest; to ac- 
complish these purposes through the encouragement of soil-buildin 
and soil-conserving crops and practices; to assist in the marketing o 
agricultural commodities for domestic consumption and for export; 
and to regulate interstate and foreign commerce in cotton, wheat, 
corn, tobacco, and rice to the extent necessary to provide an orderly, 
adequate, and balanced flow of such commodities in interstate and 
foreign commerce through storage of reserve supplies, loans, market- 
ing quotas, assisting farmers to obtain, insofar as practicable, parity 
prices for such commodities and parity of income, and assisting con- 
sumers to obtain an adequate and steady supply of such commodities 
at fair prices. 
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TITLE I—AMENDMENTS TO SOIL CONSERVATION AND 
DOMESTIC ALLOTMENT ACT 


+ + * * . * * 


TITLE ITI—LOANS, PARITY PAYMENTS, CONSUMER 
SAFEGUARDS, MARKETING QUOTAS, AND 
MARKETING CERTIFICATES 


SUBTITLE A—DEFINITIONS, PARITY PAYMENTS, AND CONSUMER 
SAFEGUARDS 


DEFINITIONS 


Sec. 301. (a) Generat Dertnirions.—For the purposes of this 
title and the declaration of policy— 

(1) (A) The “parity price” for any agricultural commodity, as 
of any date, shall be determined by multiplying the adjusted base 
price of such commodity as of such date by the parity index as of 
such date. 

(B) The “adjusted base price” of any agricultural commodity, as 
of any date, shall be (i) the average of the prices received by farmers 
for such commodity, at such times as the Secretary may select during 
each year of the ten-year period ending on the 31st of December last 
before such date, or during each marketing season beginning in 
such period if the Secretary determines use of a calendar year basis 
to be impracticable, divided by (ii) the ratio of the general level 
of prices received by farmers for agricultural commodities during 
such period to the general level of prices received by farmers for 
agricultural commodities during the period January 1910 to December 
1914, inclusive. As used in this subparagraph, the term “prices” 
shall include wartime subsidy payments made to producers under 
programs designed to maintain maximum prices established under 
the Emergency Price Control Act of 1942. 

(C) The “parity index,” as of any date, shall be the ratio of (i) 
the general level of prices for articles and services that farmers buy, 
wages paid hired farm labor, interest on farm indebtedness secured 
by farm real estate, and taxes on farm real estate, for the calendar 
month ending last before such date to (ii) the general level of such 
prices, wages, rates, and taxes during the period January 1910 to 
December 1914, inclusive. 

(D) The prices and indices provided for herein, and the data used 
in computing them, shall be determined by the Secretary, whose 
determination shall be final. 

(E) Notwithstanding the provisions of subparagraph (A), the 
transitional parity price for any agricultural commodity, computed 
as provided in this subparagraph, shall be used as the parity price for 
such commodity until such date after January 1, 1950, as such transi- 
tional parity ne may be lower than the parity price, computed as 
provided in subparagraph (A), for such commodity. The transitional 
parity price for any agricultural commodity as of any date shall be— 

(i) its parity price determined in the manner used prior to 
the effective date of the Agricultural Act of 1948, less 
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(ii) 5 per centum of the parity price so determined multiplied 
by the number of full calendar years (not counting 1956 in the 
case of basic agricultural commodities) which, as of such date, 
have elapsed after January 1, 1949, in the case of nonbasic agri- 
cultural commodities, and after January 1, 1955, in the case of 
the basic agricultural commodities. The Secretary shall make 
a thorough study of possible methods of improving the parity 
formula and report thereon, with specific recommendations, in- 
cluding drafts of necessary legislation to carry out such recom- 
mendations, to Congress not later than January 31, 1957. 

(F) Notwithstanding the provisions of subparagraphs (A) and 
(E), if the parity price for any agricultural commodity, computed 
as provided in subparagraphs (A) and (E) appears to be seriously 
out of line with the parity prices of other agricultural commodities, 
the Secretary may, and upon the request of a substantial number of 
interested producers shall, hold public hearings to determine the 
proper relationship between the parity price of such commodity and 
the parity prices of other agricultural commodities. Within sixt 
days after commencing such hearing the Secretary shall complete suc 
hearing, proclaim his findings as to whether the facts require a re- 
vision of the method of computing the parity price of such commodity, 
and put into effect any revision so found to be required. 

(G) Notwithstanding the foregoing provisions of this section, the 
parity price for any basic agricultural commodity, as of any date 
during the six-year period beginning January 1, 1950, shall not be 
less than its parity price computed in the manner used prior to the 
enactment of the Agricultural Act of 1949. 

(2) “Parity,” as applied to income, shall be that gross income from 
agriculture which will provide the farm operator and his family with 
a standard of living equivalent to those afforded persons dependent 
upon other gainful occupation. “Parity” as ea to income from 
any agricultural commonlity for any year, shall be that gross income 
which bears the same relationship to parity income from agriculture 
for such year as the average gross income from such commodity for 
the preceding ten calendar years bears to the average gross income 
from agriculture for such ten calendar years. 

(3) The term “interstate and foreign commerce” means sale, mar- 
keting, trade, and traffic between any State or Territory or the District 
of Columbia or Puerto Rico, and any place outside thereof ; or between 

oints within the same State or Territory or within the District of 
olumbia or Puerto Rico, through any place outside thereof; or within 
any Territory or within the District of Columbia or Puerto Rico. 

(4) The term “affect interstate and foreign commerce” means, 
among other things, in such commerce, or to burden or obstruct such 
commerce or the free and orderly flow thereof; or to create or tend to 
create a surplus of any agricultural commodity which burdens or 
obstructs such commerce or the free and orderly flow thereof. 

(5) The term “United States” means the several States and Terri- 
tories and the District of Columbia and Puerto Rico. 

(6) The term “State” includes a Territory and the District of 
Columbia and Puerto Rico. 

(7) The term “Secretary” means the Secretary of Agriculture, and 
the term “Department” means the Department of Agriculture. 
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(8) The term “person” means an individual, partnership, firm, 
joint-stock company, corporation, association, trust, estate, or any 
agency of a State. 

[(9) The term “corn” means field corn.] 

(9) The term “corn” means field corn raised for grain, forage, or 
silage. 

(10) The term “sorghums” means all sorghums raised for grain, 
forage 5 Or silage. 

(11) The term “Fe ed grains ” means the commodities corn and 
sorghum. 

(b) DEFINITIONS APPLICABLE TO ONE OR MORE COM- 
MODITIES.—For the purposes of this title— 

(1) (A) [Actual production” as applied to any acreage of corn 
means the number of bushels of corn which the local committee deter- 
mines would be harvested as grain from such acreage if all the corn on 
such acreage were so harvested. In case of a disagreement between the 
farmer and the local committee as to the actual production of the 
acreage of corn on the farm, or in case the local committee determines 
that such actual production is substantially below normal, the local 
committee, in accordance with regulations of the Secretary, shall weigh 
representative samples of ear corn taken from the acreage involved, 
make proper deductions for moisture content, and determine the 
actual production of such acreage on the basis of such samples.] 
“Actual production” as applied to any acreage of feed grains means 
the actual average yield for the farm times such number of acres. 
For the purposes of determining actual production the “actual yield” 
of any acreage of feed grains shall be the actual average yield of the 
acreage of feed grains on the farm. 

(B) “Actual production” of any number of acres of cotton, rice or 
peanuts on a farm means the actual average yield for the farm times 
such number of acres. 

(2) “Bushel” means in the case of ear corn that amount of ear 
corn, including not to exceed 1514 per centum of moisture content, 
which weighs seventy pounds, and in the case of shelled corn, means 
that amount of shelled corn including not to exceed 1514 per centum 
of moisture content, which weighs fifty-six pounds. 

(3) (A) “Carry-over,” in the case of corn, rice, and peanuts for 
any marketing year shall be the quantity of the commodity on hand 
in the United States at the beginning of such marketing year, not 
including any quantity which was produced in the United States dur- 
ing the calendar year then current. 

(B) “Carry-over” of cotton for any marketing year shall be the 
quantity of cotton on hand in the United States at the beginning of 
such marketing year, not including any part of the crop which was 
produced in the United States during the calendar year then current. 

(C) “Carry-over” of tobacco for any marketing year shall be the 
quantity of such tobacco on hand in the United States at the beginning 
of such marketing year (or on January 1 of such marketing year in 
the case of Maryland tobacco), which was produced in the United 
States prior to the beginning of the calendar year in which such 
marketing year begins, except that in the case of cigar-filler and cigar- 
binder tobacco the quantity of type 46 on hand and theretofore pro- 
ye a the United States during such calendar year shall also be 
included. 
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(D) “Carry-over” of wheat, for any marketing year shall be the 
quantity of wheat on hand in the United States at the beginning of 
such marketing year, not including any wheat which was produced 
in the United States during the calendar year then current, and not 
including any wheat held by the Federal Crop Insurance C orporation 
under Title V [of the Agricultural Adjustment Act of 1938]. 

(4) (A) “Commercial corn-producing area” shall inehuds all coun- 
ties in which the average production of corn (excluding corn used 
as silage) during the ten calendar years immediately preceding the 
calendar year for which such area is determined, after adjustment 
for abnormal weather conditions, is four hundred and fifty bushels or 
more per farm and four bushels or more for each acre of farm land in 
the county. 

(B) Whenever prior to February 1 of any calendar year the Sec- 
retary has reason to believe that any county which is not included in 
the commercial corn-producing area determined pursuant to the pro- 
visions of subparagraph (A), but which borders upon one of the 
counties in such area, or that any minor civil division in a county 
bordering on such area, is producing (excluding corn used for silage) 
en average of at least four hundred and fifty bushels of corn per farm 
and an average of at least four bushels for each acre of farm land in the 
county or in the minor civil division, as the case may be, he shall cause 
immediate investigation to be made to determine such fact. If, upon 
the basis of such investigation, the Secretary finds that such county or 
minor civil division is likely to produce corn in such average amounts 
during such calendar year, he shall proclaim such determination, and, 
commencing with such calendar year, such county shall be included 
in the commercial corn-producing area. In the case of a county in- 
cluded in the commercial corn-producing area pursuant to this sub- 
paragraph, whenever prior to February 1 of any calendar year the 
Secretary has reason to believe that facts justifying the inclusion of 
such county are not likely to exist in such calendar year, he shall cause 
an immediate investigation to be made with respect thereto. If, upon 
the basis of such investigation, the Secretary finds that such facts are 
not likely to exist in such calendar year, he shall proclaim such deter- 
mination, and commencing with such calendar year, such county shall 
be excluded from the commercial corn-producing area. 

i) “Farm consumption” of corn means consumption by the farm- 

s family, employees, or household, or by his work stock; or con- 
sidnietan by poultry or livestock on his farm if such poultry or live- 
stock, or the products thereof, are consumed or to be consumed by 
the farmer’s family, employees, or household. 

(6) (A) “Market,” in the case of [c orn] feed grains, cotton, rice, 
tobacco, and wheat, means to dispose of, in raw or processed form, 
by voluntary or involuntary sale, barter, or exchange, or by gift inter 
vivos, and, in the case of [corn] feed grains and ‘wheat, ‘by feeding 
(in any form) to poultry or livestock which, or the products of which, 
are sold, bartered, or exchanged, or to be so disposed of, but does not 
include disposing of any of such commodities as premium to the Fed- 
eral Crop Insurance Corporation under Title V [of the Agricultural 
Adjustment Act of 1938]. 

(B) “Marketed,” “marketing,” and “for market” shall have corre- 
sponding meanings to the term “market” in the connection in which 
they are used. 
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(C) “Market,” in the case of peanuts, means to dispose of peanuts, 
including farmers’ stock peanuts, shelled peanuts, cleaned peanuts, 
or peanuts in processed form, by voluntary or involuntary sale, bar- 
ter, or exchange, or by gift inter vivos. 

(7) “Marketing year” means, in the case of the following com- 
modities, the period beginning on the first and ending with the second 
date specified below : 

Corn, October 1-September 30; 

Cotton, August 1—July 31; 

Rice, August 1-—July 31; 

Tobacco (flue-cured), July 1, June 30; 

Tobacco ae than flue-cured) , October 1-September 30 ; 

Wheat, July 1-June 30. 

Feed grains, July 1-June 30. 

(8) “National average yield” as applied to cotton or wheat shall 
be the national average yield per acre of the commodity during the 
ten calendar years in the case of wheat, and during the five calendar 
years in the case of cotton, preceding the year in which such national 
average yield is used in any computation authorized in this title, 
adjusted for abnormal weather conditions and, in the case of wheat, 
but not in the case of cotton, for trends in yields. 

(9) “Normal production” as applied to any number of acres of 
[corn] feed grains, cotton, rice, or wheat means the normal yield for 
the farm times such number of acres. 

(10) (A) “Normal supply” in the case of corn, rice, wheat, and 
peanuts for any marketing year shall be (i) the estimated domestic 
consumption of the commodity for the marketing year ending im- 
mediately prior to the marketing year for which normal supply is 
being determined, plus (ii) the estimated exports of the commodit 
for the marketing year for which normal supply is being determined, 
plus (iii) an allowance for carry-over. The allowance for carry- 
over shall be the following percentage of the sum of the consumption 
and exports used in computing normal supply: 15 per centum in 
the case of corn; 10 per centum in the case of rice; 20 per centum 
in the case of wheat; and 15 per centum in the case of peanuts. In 
determining normal supply the Secretary shall make such adjust- 
ments for current trends in consumption and for unusual conditions 
as he may deem necessary. 

(B) “Normal supply” in the case of tobacco shall be a normal year’s 
domestic consumption and exports, plus 175 per centum of a normal 
year’s domestic consumption and 65 per centum of a normal year’s 
exports as an allowance for a Siemeal turvy-avit 

(C) The “normal supply” of cotton for any marketing year shall 
be the estimated domestic consumption of cotton for the marketing 
year for which such normal supply is being determined, plus the est1- 
mated exports of cotton for ak marketing year, plus 30 per centum 
of the sum of such consumption and exports as an allowance for 
carry-over. 

(11) () “Normal year’s domestic consumption,” in the case of 
corn and wheat, shall be the yearly average quantity of the com- 
modity, wherever produced, that was consumed in the United States 
during the ten marketing years.immediately preceding the marketing 
year in which such consumption is determined, adjusted for current 
trends in such consumption. 
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B) “Normal year’s domestic consumption,” in the case of cotton 

and tobacco, shall be the yearly average quantity of the commodity 

roduced in the United States that was consumed in the United States 

Suring the ten marketing years immediately preceding the marketing 

year in which such consumption is determined, adjusted for current 
trends in such consumption. 

(C) “Normal year’s domestic consumption,” in the case of rice, 
shall be the yearly average quantity of rice produced in the United 
States that was cohen in the United States during the five mar- 
keting years immediately preceding the marketing year in which 
such consumption is determined, adjusted for current trends in such 
consumption. 

(12) “Normal year’s exports” in the case of corn, cotton, rice, to- 
bacco, and wheat shall be the yearly average quantity of the com- 
modity produced in the United States that was exported from the 
United States during the ten marketing years (or, in the case of rice, 
the five marketing years) immediately preceding the marketing year 
in which such exports are determined, adjusted for current tenis in 
such exports. 

(13) * “Normal yield” for any county, in the case of corn or 
wheat, shall be the average yield per acre of corn or wheat for the 
county during the ten calendar years in the case of wheat, or the five 
calendar years in the case of corn, immediately preceding the year in 
which such normal yield is determined, adjusted for abnormal weather 
conditions and, in the case of wheat, for trends in yields. Such normal 
yield per acre for any county need be redetermined only when the 
actual average yield for the ten calendar years in the case of wheat, or 
the five calendar years in the case of corn, immediately preceding the 
calendar year in which such yield is being reconsidered differs by at 
least 5 per centum from the actual average yield for the ten years in 
the case of wheat, or the 5 years in the case of corn, upon which the 
existing normal yield per acre for the county was based. 

(B) “Normal yield” for any county, in the case of cotton or peanuts, 
shall be the average yield per acre of cotton or peanuts for the county, 
adjusted for abnormal weather conditions, during the five calendar 
years immediately preceding the year in which such normal yield is 
determined. 

(C) In applying subparagraph (A) or (B), if for any such year 
the data are not available, or there is no actual eer an appraised 
a for such year, determined in accordance with regulations issued 

y the Secretary, shall be used as the actual yield for such year. In 
applying such subparagraphs, if, on account of drought, flood, insect 
pests, plant disease, or other uncontrollable natural cause, the yield in 
any year of such ten-year period or five-year period, as the case may be, 
is less than 75 per centum of the average (computed without regard to 
such year) such year shall be eliminated in calculating the normal 
yield per acre. 

(D) “Normal yield” for any county, in the case of rice, shall be the 
average yield per acre of rice for the county during the five calendar 
years immediately preceding the year for which such normal yield is 
determined, adjusted for abnormal weather conditions and for trends 
in yields. If for any such year data are not available, or there is no 
actual yield, an appraised yield for such year, determined in accord- 
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ance with regulations issued by the Secretary, taking into considera- 

tion the yields obtained in surrounding counties during such year and 

the yield in years for which data are available, shall be used as the 
actual yield for such year. 

(E) “Normal yield” for any farm, in the case of rice, shall be the 
average yield per acre of rice for the farm during the five calendar 
years ‘Immediately preceding the year for which such normal yield is 
determined, adjusted for abnormal weather conditions and for trends 
in yields. If for any such year the data are not available or there is 
no actual yield, then the normal yield for the farm shall be appraised 
in accordance with regulations issued by the Secretary, taking into 
consideration abnormal weather conditions, trends in yields, the 
normal yield for the county, the yields obtained on adjacent farms 
during such year and the yield in years for which data are available. 

(F) In applying subparagraphs (D) and (E), if on account of 
drought, flood, insect pests, plant disease, or other uncontrollable 
natural cause, the yield for any year of such five-year period is less 
than 75 per centum of the average, 75 per centum of such average shall 
be substituted therefor in calculating the normal yield per acre. If, 
on account of abnormally favorable weather conditions, the yield for 
any year of such five-year period is in excess of 125 per centum of the 
average, 125 per centum of such average shall be substituted therefor 
in calculating the normal yield per acre. 

(G) “Normal yield” for any farm, in the case of corn, wheat, cotton, 
or peanuts, shall be the average yield per acre of corn, wheat, cotton, 
or peanuts, as the case may be, for the farm, adjusted for abnormal 
weather conditions and, in the case of wheat, but not in the case of 
corn, cotton, or peanuts, for trends in yields, during the ten calendar 
years in the case of wheat, and five calendar years in the case of corn, 
cotton, or peanuts, immediately preceding the year in which such 
normal yield is determined. If for any such year the data are not 
available or there is no actual yield, then the normal yield for the 
farm shall be appraised in accordance with regulations of the Sec- 
retary, taking into consideration abnormal weather conditions, the 
nor ormal yield for the « ounty, and the yield in years for which data are 

vailable. 

IT) “Normal yield” for any farm in the case of fe ed grains shall 
he the average yield per acre of feed grains for the farm during the 
calendar years 1955, 1956, and 1957. ad juste od for abnormal weather 
conditions in the local areas inv solve od, if for an y such ye ar the data 
are not available or there is no actual yield then the normal yield for 
the farm shall be appraised in accordance with regulations issued by 
the S¢ Cre tary, taking into consid: ration abnormal weather conditions 
as aforesaid, the yield obtain on adjacent farms during such year and 
the yield in years for which the data are available. Where both corn 
and sorghums have been produced on the same farm during such 
three-year pei iod a separate normal yield shall be established for 
corn and. for sorghums on the basis of the applicable factors in, the 
preceding sentences of this subparagraph and the normal yield sar 
the farm shal! be determined by computing the average of the corn 
and sorghums yields so determined weighted by the actual acreayes 
of carn and sorghums on the farm for the yeur for which the normal 
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yield is determined. Where there is no acreage of feed grains on the 
farm for the year for which the yield is determined, the norma? yield 
for such a farm shall be the average of the normal yields for corn 
and sorghums weighted by the acreages which it is determined by the 
county committee were contributed to the farm acreage allotment 
of feed grains for such year by the production in prior years of corn 
and sorghums. 

(14) (A) “Reserve supply level,” in the case of corn, shall be a 
normal year’s domestic consumption and exports of corn plus 10 per 
centum of a normal year’s domestic consumption and exports, to 
insure a supply adequate to meet domestic consumption and export 
needs in years of drought, flood, or other adverse conditions, as well 
as in years of plenty. 

(B) “Reserve supply level” of tobacco shall be the normal supply 
plus 5 per centum thereof, to insure a supply adequate to meet domestic 
consumption and export needs in years of drought, flood, or other 
adverse conditions, as well as in years of plenty. 

(15) “Tobacco” means each one of the kinds of tobacco listed below 
comprising the types specified as classified in Service and Regulatory 
Announcement Numbered 118 of the Bureau of Agricultural Eco- 
nomics of the Department : 

Flue-cured tobacco, comprising types 11, 12, 13, and 14; 

Fire-cured tobacco, comprising types 21, 22, 23, and 24; 

Dark air-cured tobacco, comprising types 35 and 36; 

Virginia sun-cured tobacco, comprising type 37; 

Burley tobacco, comprising type 31; 

Maryland tobacco, comprising type 32; 

Cigar-filler and cigar-binder tobacco, comprising types 42, 43, 44, 
15, 46, 51, 52, 53, 54, and 55; 

Cigar-filler tobacco, comprising type 41. 

The provisions of this title shall apply to each of such kinds of 
tobacco severally : Provided, That any one or more of the types com- 
prising any such kind of tobacco shall be treated as a “kind of tobacco” 
for the purposes of this Act if the Secretary finds there is a difference 
in supply and demand conditions as among such types of tobacco 
which results in a difference in the adjustments needed in the market- 
ings thereof in order to maintain supplies in line with demand: Pro- 
vided further, That with respect to the 1958 and subsequent crops, 
type 21 (Virginia) fire-cured tobacco shall be treated as a “kind of 
tobacco” for the purposes of all of the provisions of this title, except 
that for the purposes of section 312 (c) of this title, types 21, 22, 
and 23, fire-cured tobacco shall be treated as one “kind of tobacco.” 

(16) (A) “Total supply” of wheat, corn, rice, and peanuts for any 
marketing year shall be the carry-over of the commodity for such 
marketing year, plus the estimated production of the commodity in 
the United States during the calendar year in which such marketing 
year begins and the estimated imports of the commodity into the 
United States during such marketing year. 

(B) “Total supply” of tobacco for any marketing year shall be the 
carry-over at the beginning of such marketing year (or on January 1 
of such marketing year in the case of Maryland tobacco) plus the 
estimated production thereof in the United States during the calendar 
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year in which such marketing year begins, except that the estimated 
production of type-46 tobacco during the marketing year with respect 
to which the determination is being made shall be used in lieu of the 
estimated production of such type during the calendar year in which 
such marketing year begins in deterutiaiey the total supply of cigar- 
filler and cigar-binder tobacco. 

(C) “Total supply” of cotton for any marketing year shall be the 
carry-over at dhs hegiening of such marketing year, plus the estimated 
production of cotton in the United States during the calendar year 
in which such marketing year begins and the estimated imports of 
cotton into the United States during such marketing year. 

(c) The latest available statistics of the Federal Government shall 
be used by the Secretary in making the determinations required to be 
made by the Secretary under this Act. 

(d) In making any determination under this Act or under the Agri- 
cultural Act of 1949 with respect to the carryover of any agricultural 
commodity, the Secretary shall exclude from such determination the 
stocks of any commodity acquired pursuant to, or under the authority 
of, the Strategic and Critical Materials Stock Piling Act (60 Stat. 
596). 


PARITY PAYMENTS 


Sec. 303. If and when appropriations are made therefor, the Sec- 
retary is authorized and directed to make payments to producers of 
corn, wheat, cotton, rice, or tobacco, on their normal production of 
such commodities in amounts which, together with the proceeds 
thereof, will provide a return to such producers which is as nearl 
equal to parity price as the funds so made available will permit. All 
funds available for such payments with respect to these commodities 
shall, unless otherwise provided by law, he apportioned to these 
commodities in proportion to the amount by which each fails to reach 
the parity income. Such payments shall be in addition to and not 
in substitution for any other payments authorized by law. 


CONSUMER SAFEGUARDS 


Sec. 304. The powers conferred under this Act shall not be used 
to discourage the production of supplies of foods and fibers sufficient 
to maintain normal domestic human consumption as determined by 
the Secretary from the records of domestic human consumption in 
the years 1920 to 1929, inclusive, taking into consideration increased 
population, quantities of any commodity that were forced into do- 
mestic consumption by decline in exports during such period, current 
trends in domestic consumption and exports of particular commodities, 
and the quantities of substitutes available for domestic consumption 
within any general class of food commodities. In carrying out the 
purposes of this Act it shall be the duty of the Secretary to give due 
regard to the maintenance of a continuous and stable supply of agri- 
cultural commodities from domestic production adequate to meet 
consumer demand at prices fair to both producers and consumers. 
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SUBTITLE B—MARKETING QUOTAS 
PART I—MARKETING QUOTAS—TOBACCO 
LEGISLATIVE FINDING 


Sec. 311. (a) The marketing of tobacco constitutes one of the great 
basic industries of the United States with ramifying activities which 
directly affect interstate and foreign commerce at every point, and 
stable conditions therein are necessary to the general welfare. To- 
bacco produced for market is sold on a Nation-wide market and, with 
its products, moves almost wholly in interstate and foreign commerce 
from the producer to the ultimate consumer. The farmers producing 
such commodity are subject in their operations to uncontrollable 
natural causes, are widely scattered throughout the Nation, in many 
cases such farmers carry on their farming operations on borrowed 
money or leased lands, and are not so situated as to be able to organize 
effectively, as can labor and industry through unions and corpora- 
tions enjoying Government protection and sanction. For these rea- 
sons, among others, the farmers are unable without Federal assistance 
to control effectively the orderly marketing of such commodity with 
the result that abnormally excessive supplies thereof are produced 
and dumped indiscriminately on the Nation-wide market. 

(b) The disorderly marketing of such abnormally excessive sup- 
plies affects, burdens, and obstructs interstate and foreign commerce 
by (1) materially affecting the volume of such commodity marketed 
therein, (2) disrupting the orderly marketing of such commodity 
therein, (3) reducing the price for such commodity with consequent 
injury and destruction of interstate and foreign commerce in such com- 
modity, and (4) causing a disparity between the prices for such com- 
modity in interstate and foreign commerce and industrial products 
therein, with a consequent diminution of the volume of interstate and 
foreign commerce in industrial products. 

(c) Whenever an abnormally excessive supply of tobacco exists, 
the marketing of such commodity by the producers thereof direct] 
and substantially affects interstate and foreign commerce in suc 
commodity and its products, and the operation of the provisions of 
this Part becomes necessary and appropriate in order to promote, 
foster, and maintain an orderly flow of such supply in interstate and 
foreign commerce. 


NATIONAL MARKETING QUOTA 


Seo. 312. (a) The Secretary shall, not later than December 1 of 
any marketing year with respect to flue-cured tobacco, and February 
1 of any marketing year with respect to other kinds of tobacco, pro- 
claim a national marketing quota for any kind of tobacco for each of 
the next three succeeding marketing years whenever he determines 
with respect to such kind of tobacco— 

(1) that a national marketing quota has not previously been 
eo and the total supply as of the beginning of such mar- 
<eting year exceeds the reserve supply level therefor ; 

(2) that such marketing year is the last year of three consecu- 
tive years for which marketing quotas previously proclaimed will 
be in effect ; 
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(3) that amendments have been made in provisions for estab- 
lishing farm acreage allotments which will cause material revision 
of such allotments before the end of the period for which quotas 
are in effect; or 

(4) that a marketing quota previously proclaimed for such 
marketing year is not in effect because of disapproval by producers 
in a referendum held pursuant to subsection (c) : Provided, That 
if such producers have disapproved national marketing quotas 
in referenda held in three successive years subsequent to 1952, 
thereafter a national marketing quota shall not be proclaimed 
hereunder which would be in effect for any marketing year within 
the three-year period for which national marketing quotas previ- 
ously proclaimed were disapproved by producers in a referendum, 
unless prior to November 10 of the marketing year one-fourth or 
more of the farmers engaged in the production of the crop of 
tobacco harvested in the calendar year in which such marketing 
year begins petition the Secretary, in accordance with such regu- 
lations as he may prescribe, to proclaim a national marketing 
quota for each of the next three succeeding marketing years. 

(b) The Secretary shall also determine and announce, not later than 
the first day of December with respect to flue-cured tobacco and not 
later than the first day of February with respect to other kinds of 
tobacco, the amount of the national marketing quota proclaimed 
pursuant to subsection (a) which is in effect for the next marketing 
year in terms of the total quantity of tobacco which may be marketed 
which will make available during such marketing year a supply of 
tobacco equal to the reserve supply level. The amount of the na- 
tional marketing quota so announced may, not later than the following 
March 1, be increased by not more than 20 per centum if the Secre- 
tary determines that such increase is necessary in order to meet market 
demands or to avoid undue restrictions of marketings in adjusting 
the total supply to the reserve supply level. 

(c) Within thirty days after the proclamation of national market- 
ing quotas under subsection (a), the Secretary shall conduct a refer- 
endum of farmers engaged in the production of the crop of tobacco 
harvested immediately prior to the holding of the referendum to de- 
termine whether such farmers are in favor of or opposed to such 
quotas for the next three succeeding marketing years. If more than 
one-third of the farmers voting oppose the national marketing quotas, 
such results shall be proclaimed by the Secretary and the national 
marketing quotas so proclaimed shall not be in effect but such results 
shall in no wise affect or limit the subsequent proclamation and sub- 
mission to a referendum, as otherwise provided in this section, of a 
national marketing quota. 


APPORTIONMENT OF NATIONAL MARKETING QUOTA 


Sec. 313. (a) The national marketing quota for tobacco established 
pursuant to the provisions of section 312, less the amount to be allotted 
under subsection (c) of this section, shall be apportioned by the Secre- 
tary among the several States on thé basis of the total production of 
tobacco in each State during the five calendar years immediately 
preceding the calendar year in which the quota is proclaimed (plus, 
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in applicable years, the normal production on the acreage diverted 
under previous agricultural adjustment and conservation programs), 
with such adjustments as are determined to be necessary to make cor- 
rection for abnormal conditions of production, for small farms, and 
for trends in production, giving due consideration to seed bed and 
other plant diseases during such five-year period. Notwithstanding 
any other provision of this section and section 312 * * * the bur- 
ley tobacco acreage allotment which would otherwise be established 
for any farm having a burley acreage allotment in 1942 shall not 
be less than one-half acre, and the acreage required for apportion- 
ment under this proviso shall be in addition to the National and State 
acreage allotments. 

(b) The Secretary shall provide, through the local committees, for 
the allotment of the marketing quota for any State among the farms 
on which tobacco is produced, on the basis of the following: Past 
marketing of tobacco, making due allowance for drought, flood, hail, 
other abnormal weather conditions, plant bed, and other diseases; 
land, labor, and equipment available for the production of tobacco; 
crop-rotation practices; and the soil and other physical factors affect- 
ing the production of tobacco: Provided, That, except for farms 
on which for the first time in five years tobacco is produced to be mar- 
keted in the marketing year for which the quota is effective, the mar- 
keting quota for any farm shall not be less than the smaller of either 
(1) three thousand two hundred pounds, in the case of flue-cured to- 
bacco, and two thousand four hundred pounds, in the case of other 
kinds of tobacco, or (2) the average tobacco production for the farm 
during the preceding three years, plus the average normal production 
of any tobacco acreage diverted under agricultural adjustment and 
conservation programs during such preceding three years. 

(c) The Secretary shall provide, through local committees, for 
the allotment of not in excess of 5 per centum of the national market- 
ing quota (1) to farms in any State whether it has a State quota or 
not on which for the first time in five years tobacco is produced to be 
marketed in the year for which the quota is effective and (2) for 
further increase of allotments to small farms pursuant to the proviso 
in subsection (b) of this section on the basis of the following: Land, 
labor, and equipment available for the production of tobacco; crop- 
rotation practices; and the soil and other physical factors affecting 
the production of tobacco: Provided, That farm marketing quotas 
established pursuant to this subsection for farms on which tobacco 
is produced for the first time in five years shall not exceed 75 per centum 
of the farm marketing quotas established pursuant to subsection (b) 
of this section for farms which are similar with respect to the follow- 
ing: Land, labor, and equipment available for the production of 
tobacco, crop-rotation practices, and the soil and other physical factors 
affecting the production of tobacco. 

(d) Farm marketing quotas may be transferred only in such manner 
and subject to such conditions as the Secretary may prescribe by 
regulations. 

(e) In case of flue-cured tobacco, the national quota for 1938 is 
increased by a number of pounds required to provide for each State in 
addition to the State poundage allotment a poundage not in excess of 
4 per centum of the allotment which shall be apportioned in amounts 
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which the Secretary determines to be fair and reasonable to farms in 
the State receiving allotments under the Agricultural Adjustment Act 
of 1938 which the Secretary determines are inadequate in view of past 
production of tobacco, and for each year by a number of pounds sufli- 
cient to assure that any State receiving a State poundage allotment of 
flue-cured tobacco shall receive a minimum State poundage allotment 
of flue-cured tobacco equal to the average national yield for the preced- 
ing five years of five hundred acres of such tobacco. 
f) (Applicable only to 1938 crop.) 

g) Notwithstanding any other provision of this section, the Secre- 
tary on the basis of average yield per acre of tobacco for the State 
during the five years last preceding the year in which the national 
marketing quota is proclaimed, adjusted for abnormal conditions of 
production, may convert the State marketing quota into a State acreage 
allotment, and allot the same through the local committees among 
farms on the basis of the factors set forth in subsection (b), using past 
acreage (harvested and diverted) in lieu of the past marketing of 
tobacco; and the Secretary on the basis of the national average yield 
during the same period, similarly adjusted, may also convert into an 
acreage allotment the amount reserved from the national quota pur- 
suant to the provisions of subsection (c), and on the basis of the factors 
set forth in subsection (c) and the past tobacco experience of the farm 
operator, allot the same through the local committees among farms on 
which no tobacco was produced during the last five years. Any acre- 
age of tobacco harvested in excess of the farm acreage allotment for 
the year 1955, or any subsequent crop shall not be taken into account 
in establishing State and farm acreage allotments. Except for farms 
last mentioned or a farm operated, controlled, or directed by a 
person who also operates, controls, or directs another farm on which 
tobacco is produced, the farm-acreage allotment shall be increased by 
the smaller of (1) 20 per centum of such allotment or (2) the percent- 
age by which the normal yield of such allotment (as determined 
through the local committees in accordance with regulations prescribed 
by the Secretary) is less than three thousand two hundred pounds, in 
the case of flue-cured tobacco, and two thousand four hundred pounds 
in the case of other kinds of tobacco: Provided, That the normal yield 
of the estimated number of acres so added to farm acreage allotments 
in any State shall be considered as a part of the State marketing quota 
in applying the proviso in subsection (a). The actual production of 
the acreage allotment established for a farm pursuant to this subsec- 
tion shall be the amount of the farm marketing quota. If any amount 
of tobacco shall be marketed as having been produced on the acreage 
allotment for any farm which in fact was produced on a different farm, 
the acreage allotments uext established for both such farms shall be 
reduced by that percentage which such amount was of the respective 
farm marketing quota, except that such reduction for any such farm 
shall not be made if the Secretary through the local committees finds 
that no person connected with such farm caused, aided, or acquiesced 
in such marketing; and if proof of the disposition of any amount of 
tobacco is not furnished as required by the Secretary, or if any pro- 
ducer on the farm files, or aids or acquiesces in the filing of, any false 
report with respect to the acreage of tobacco grown on the farm 
required by regulations issued pursuant to this Act, the acreage allot- 


: 
: 
| 
i 
| 
| 





me 


“S's ©mM © MP © NCH oR Oo OD FD 





ee ed ee ee ee eee 


ds 


rm 
ot- 


THE AGRICULTURAL ACT OF 1958 97 


ment next established for the farm on which such tobacco is produced 
shall be reduced by a percentage similarly computed. 

(h) Notwithstanding any other provision of this part I, any per- 
son who owned a farm, which in 1940 or thereafter was acquired by 
the United States for national-defense purposes, and who owns or 
acquires one or more other farms, shall, upon application to the local 
committee, be entitled to have an allotment for any one of such other 
farms owned by him for each of the five years succeeding the acquisi- 
tion by the United States equal to the allotment which would have been 
made to such farm plus the allotment which would have been made to 
the farm acquired by the United States except for such acquisition: 
Provided, That such allotment shall not exceed 50 per centum of the 
acreage of cropland in the farm in the case of flue-cured tobacco, 
and 20 per centum of the acreage of cropland in the farm, in the case 
of kinds of tobacco other than flue-cured. Any farm for which the 
allotment has been determined under this subsection shall, after the 
end of such five years, have its allotment determined on the basis of 
past acreage of tobacco, land, labor, and equipment available for the 
production of tobacco, crop-rotation practices, and soil and other 
physical factors affecting the production of tobacco: Provided fur- 
ther, That the provisions of this subsection shall not be applicable so 
long as there is any penalty due and unpaid, or a failure to account for 
the disposition of tobacco produced on the farm acquired by the 
United States, or if the allotment next established for such farm 
would have been reduced because of the false or improper identifica- 
tion of tobacco produced on or marketed from such farm. Nothing 
in this subsection shall be construed as preventing the Secretary from 
operating any allotment pool from which allotments are made to 
share tenants or sharecroppers who move from farms acquired by 
the United States for national-defense purposes to other farms pur- 
chased and operated by such persons. 

(i) Notwithstanding any other provision of this Act, whenever 
after investigation the Secretary determines with respect to any kind 
of tobacco that a substantial difference exists in the usage or market 
outlets for any one or more of the types comprising such kind of 
tobacco and that the quantity of tobacco of such type or types to be 
produced under the marketing quotas and acreage allotments es- 
tablished pursuant to this section would not be sufficient to provide an 
adequate supply for estimated market demands and carry-over re- 
quirements for such type or types of tobacco, the Secretary shall in- 
crease the marketing quotas and acreage allotments for farms produc- 
ing such type or types of tobacco in the preceding year to the extent 
necessary to make available a supply of such type or types of tobacco 
adequate to meet such demands and carry-over requirements. The 
increases in farm marketing quotas and acreage allotments shall be 
made on the basis of the production of such type or types of tobacco 
during the period of years considered in establishing farm marketing 
quotas and acreage allotments for such kind of tobacco. The addi- 
tional production authorized by this subsection shall be in addition to 
the national marketing quota established for such kind of tobacco 
pursuant to section 312 of this Act. The increase in acreage under this 
subsection shall not be considered in establishing future State or farm 
acreage allotments. 
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(j) In establishing farm acreage allotments for burley tobacco 
crops for the years 1956, 1957, and 1958 the acreage allotment for 
any farm which has not been retired from agricultural production 
shall not be reduced below the acreage allotment which would other- 
wise be established because the harvested acreage was less than the 
allotted acreage unless the acreage harvested was less than 50 per 
centum of the allotted acreage in each of the preceding five years, 
in which event it shall not be reduced for such reason to less than 
the largest acreage harvested in any year in such five-year period. 

(j) [sic] The production of tobacco on a farm in 1955 or any subse- 
quent year for which no farm acreage allotment was established shall 
not make the farm eligible for an allotment as an old farm under sub- 
sections (b) and (g) hereof: Provided, however, That by reason of 
such production the farm need not be considered as ineligible for a 
new ea allotment under subsections (c) and (g) hereof, but such 
production shall not be deemed past tobacco experience for any 
producer on the farm. 


PENALTIES 


Sec. 314. (a) The marketing of any kind of tobacco in excess of 
the marketing quota for the farm on which the tobacco is produced 
shall be subject to a penalty of 75 per centum of the average market 
price (calculated to the nearest whole cent) for such kind of tobacco 
for the immediately preceding marketing year. Such penalty shall 
be paid by the person who acquired such tobacco from the producer 
but an amount equivalent to the penalty may be deducted by the buyer 
trom the price paid to the producer in case such tobacco is marketed 
by sale; or, if the tobacco is marketed by the producer through a 
warehouseman or other agent, such penalty shall be paid by such ware- 
houseman or agent who may deduct an amount equivalent to the pen- 
alty from the price paid to the producer: Provided, That in case any 
tobacco is marketed directly to any person outside the United States 
the penalty shall be paid and remitted by the producer. If any pro- 
ducer falsely identifies or fails to account for the disposition of any 
tobacco, an amount of tobacco equal to the normal yield of the number 
of acres harvested in excess of the farm-acreage allotment shall be 
deemed to have been marketed in execess of the marketing quota for 
the farm, and the penalty in respect thereof shall be paid and re- 
mitted by the producer. Tobacco carried over by the producer thereof 
from one marketing year to another may be marketed without pay- 
ment of the penalty imposed by this section if the total amount of 
tobacco available for marketing from the farm in the marketing 
year from which the tobacco is carried over did not exceed the farm 
marketing quota established for the farm for such marketing year (or 
which would have been established if marketing quotas had been in 
effect for such marketing year), or if the tobacco so carried over does 
not exceed the normal production of that number of acres by which 
the harvested acreage of tobacco in the calendar year in which the 
marketing year begins is less than the farm-acreage allotment. 
Tobacco produced in a calendar year in which marketing quotas are 
in effect for the marketing year beginning therein shall be subject to 
such quotas even though it is marketed prior to the date on which such 
marketing year begins. 
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(b) The Secretary shall require collection of the penalty upon a 
proportion of each lot of tobacco marketed from the farm equal to 
the proportion which the tobacco available for marketing from the 
farm in excess of the farm marketing quota is of the total amount of 
tobacco available for marketing from the farm if satisfactory proof 
is not furnished as to the disposition to be made of such excess tobacco 
prior to the marketing of any tobacco from the farm. All funds 
collected pursuant to this section shall be deposited in a special deposit 
account with the Treasurer of the United States until the end of the 
marketing year next succeeding that in which the funds are collected, 
and upon certification by the Secretary there shall be paid out of such 
special deposit account to persons designated by the Secretary the 
amount by which the penalty collected exceeds the amount of penalty 
due upon tobacco mavaehad in excess of the farm marketing quota for 
any farm. Such special account shall be administered by the Secre- 
tary, and the basis for, the amount of, and the person entitled to receive 
a payment from such account, when determined in accordance with 
regulations prescribed by the Secretary, shall be final and conclusive. 


[Part II—ACREAGE ALLOTMENTS—CORN J 
Parr [I—AcREAGE ALLOTMENTS AND MARKETING QUOTAS—FEED GRAINS 
LEGISLATIVE FINDING 


Sec. 321. Corn is a basic source of food for the Nation, and corn 

roduced in the commercial corn-producing area moves almost wholly 

in interstate and foreign commerce in the form of corn, livestock, and 
livestock products. 

Abnormally excessive and abnormally deficient supplies of corn 
acutely and directly affect, burden, and obstruct interstate and for- 
eign commerce in corn, livestock, and livestock products. When 
abnormally excessive supplies exist, transportation facilities in inter- 
state and foreign commerce are overtaxed, and the handling and proc- 
essing facilities through which the flow of interstate and foreign com- 
merce in corn, livestock, and livestock products is directed become 
acutely congested. Abnormally deficient supplies result in substan- 
tial decreases in livestock production and in an inadequate flow of 
livestock and livestock products in interstate and foreign commerce, 
with the consequence of unreasonably high prices to consumers. 

Violent fluctuations from year to year in the available supply of 
corn disrupt the balance between the supply of livestock and livestock 
products moving in interstate and foreign commerce and the supply 
of corn available for feeding. When available supplies of corn are 
excessive, corn prices are low and farmers overexpand livestock pro- 
duction in order to find outlets for corn. Such expansion, together 
with the relative scarcity and high price of corn, forces farmers to 
market abnormally excessive supplies of livestock in interstate com- 
merce at sacrifice prices, endangering the financial stability of pro- 
ducers, and overtaxing handling and processing facilities through 
which the flow of interstate and foreign commerce in livestock and 
livestock products is directed. Such excessive marketings deplete 
livestock on farms, and livestock marketed in interstate and foreign 
commerce consequently becomes abnormally low, with resultant high 
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prices to consumers and danger to the financial stability of persons 
engaged in transporting, handling, and processing livestock in inter- 
state and foreign commerce. These high prices in turn result in 
another overexpansion of livestock production. 

Recurring violent fluctuations in the price of corn resulting from 
corresponding violent fluctuations in the supply of corn directly affect 
the movement of livestock in interstate commerce from the range cat- 
tle regions to the regions where livestock is fattened for market in 
interstate and foreign commerce, and also directly affect the move- 
ment in interstate commerce of corn marketed as corn which is trans- 

orted from the regions where produced to the regions where livestock 
is fattened for market in interstate and foreign commerce. 

Substantially all the corn moving in interstate commerce, substan- 
tially all the corn fed to livestock transported in interstate commerce 
for fattening, and substantially all the corn fed to livestock marketed 
in interstate and foreign commerce, is produced in the commercial 
corn-producing area. Substantially all the corn produced in the com- 
mercial corn-producing area, with the exception of a comparatively 
small amount used for farm consumption, is either sold or transported 
in interstate commerce, or is fed to livestock transported in interstate 
commerce for feeding, or is fed to livestock marketed in interstate and 
foreign commerce. Almost all the corn produced outside the commer- 
cial corn-producing area is either consumed, or is fed to livestock 
which is consumed, in the State in which such corn is produced. 

The conditions affecting the production and marketing of corn and 
the livestock products of corn are such that, without Federal assist- 
ance, farmers, individually or in cooperation, cannot effectively pre- 
vent the recurrence of disparities between the supplies of livestock 
moving in interstate and foreign commerce and the supply of corn 
available for feeding, and provide for orderly marketing of corn in 
interstate and foreign commerce and livestock and livestock products 
in interstate and foreign commerce. 

The national public interest requires that the burdens on interstate 
and foreign commerce above described be removed by the exercise of 
Federal power. By reason of the administrative and physical im- 
practicability of regulating the movement of livestock and livestock 
products in interstate and foreign commerce and the inadequacy oi any 
such regulation to remove such burdens, such power can be feasibly 
exercised only by providing for the withholding from market of 
excessive and burdensome supplies of corn in times of excessive pro- 
duction, and providing a reserve supply of corn available for market 
in times of deficient production, in order that a stable and continuous 
flow of livestock and livestock products in interstate and foreign com- 
merce may at all times be assured and maintained. 


NATIONAL AND FARM FEED GRAIN BASES; ACREAGE ALLOTMENTS; 
CONSERVATION BASE 


Sec. 322. (a) Prior to December 1, 1958, the Secretary shall estab- 
lish for each farm producing feed grains in the United States a farm 
feed grain base for 1959, 1960, and 1961. The national feed grain 
base shall be one hundred and two million acres. Such national feed 
grain base shall be apportioned by the Secretary among the States on 
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the basis of the acreage of feed grains (planted and diverted) in such 
States during the years 1955, 1956, and 1957, with adjustments for 
abnormal weather conditions in the local areas involved and for trends 
in acreage during such period and for the promotion of soil-conserva- 
tion practices. The feed grain base for each State shall be apportioned 
by the Secretary among the counties on the basis of the acreage of feed 
grains (planted and diverted) in such counties during the years 1956, 
1956, and 1957, with adjustments for abnormal weather conditions in 
the local areas involved and for trends in acreage during such period 
and for the promotion of soil-conservation practices. The feed grain 
base for the county shall be apportioned by the Secretary, through the 
local committees, among the farms within the county on the basis of 
past acreage of feed grains (planted and diverted), tillable acreage, 
crop rotation practices, type of soil, and topography, with adjustments 
for abnormal weather conditions in the local areas involved and for 
the promotion of soil-conservation practices. 

(6) Prior to December 1, 1958, the Secretary shall establish for 
each farm producing feed grains in the United States a conservation 
base included in which shall be the average of all farm acreage uti- 
lized during the years 1955, 1956, and 1957 for farm buildings, pri- 
vate roads, woodlands, permanent pasture, marshland, and all acreage 
not in cultivation, but not including tame hay acreage or rotational 
pasture. 

(c) For each of the three crop years commencing January 1, 1959, 
the Secretary shall determine the national feed grain acreage allot- 
ment which shall be the acreage required to keep feed grain produc- 
tion in balance with domestic consumption and exports. For 1959 
the national feed grain acreage allotment shall be eighty-one million 
six hundred thousand acres; for 1960 and 1961 the national feed grain 
acreage allotment shall be not less than eighty-one million six hun- 
dred thousand acres nor more than ninety-one million eight hundred 
thousand acres. The national feed grain acreage allotment shall be 
announced by the Secretary not later than November 1 preceding the 
year for which the allotment is determined. 

(d) The Secretary through the State and local committees shall 
epeien the national feed grain acreage allotment among farms on 
the basis of the average acreage planted to feed grains and diverted 
from the production of feed grains under agricultural adjustment and 
conservation programs during the years 1955, 1956, and 1957, and on 
the basis of tillable acreage, crop-rotation practices, type of soil, and 
topography, with adjustments for abnormal weather conditions in the 
local areas involved and for the promotion of soil conservation prac- 
tices. 

(e) The farm feed grain allotment for any farm for 1959, 1960, 
and 1961 shall be the allotment as determined in accordance with the 
foregoing provisions less the number of acres, if any, by which the 
producers on the farm agree, pursuant to the provisions of the Feed 
Grains Act of 1958, to reduce their acreage below their allotment as 
de termined by the forgoing provisions: Provided, That for 1959, 
1960, and 1961 the ratio of the farm feed grain allotment to the farm 
feed grain base shall be the same as the ratio of the national feed 
grain allotment to the national feed grainbase. 
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(f) The Secretary through the State and local committees shall ap- 
portion not to exceed one hundred thousand acres among farms on 
which feed grains have not been produced during any of the years 
1955, 1956, and 1957 on the basis of tillable acres on the farm, type 
of soil, topography, taking into consideration the acreage devoted to 
feed grain production on adjacent farms during the years 1955, 1956, 
and 1957. The acreage so apportioned shall be part of the national 
acreage allotment of feed grains. 


AMOUNT OF FARM MARKETING QUOTAS 


Szc. 823. The farm marketing quota for any crop of feed grains 
shall be the actual production of feed grains on the farm less the 
normal production of the acerage planted to feed grains on the farm 
in excess of the farm acreage allotment. The normal production 
from such excess acreage shall be known as the “farm marketing ex- 
cess”: Provided, That the farm marketing excess shall not be larger 
than the amount by which the actual production of feed grains on 
the farm exceeds the normal production of the farm acreage allot- 
ment if the producer establishes such actual production to the 
satisfaction of the Secretary. 


PENALTIES 


Sec. 324. (a) Whenever farr, marketing quotas are in effect with 
respect to any crop of feed grains, the pride shall be subject to 
a penalty on the farm marketing excess at the rate of $1 per bushel. 

(6) The farm marketing excess of feed grains shall be regarded 
as available for marketing and the amount of penalty shall be com- 
puted upon the normal production of the acreage on the farm planted 
to feed grains in excess of the farm acreage allotment. If a down- 
ward adjustment in the amount of the farm marketing excess is made 
pursuant to the proviso in section 323, the difference between the 
amount of the penalty computed upon the farm marketing excess 
before such adjustment and as computed upon the adjusted marketing 
excess shall be returned to or allowed the producer. 

(c) The person liable for payment or collection of the penalty 
shall be liable also for interest thereon at the rate of 6 per centum 
per annum from the date the penalty becomes due until the date of 
payment of such penalty. 

(2d) Until the penalty on the farm marketing excess is paid, all 
~~ grain produced on the farm and marketed by the producer shall 

e subject to the penalty provided by this sectign onl: a lien on the 
entire crop of feed grains produced on the farm shall be in effect in 
favor of the United States. 

(e) A farm marketing quota on feed grains shall not be applicable 
to any farm on which the acreage planted to feed grains does not 
exceed the highest acreage planted to feed grains during the years 
1955, 1956, and 1957, but not in excess of thirty acres unless the feed 
grain producers on the farm apply to reduce the acreage of feed 
ore on the farm pursuant to the provisions of the Feed Grains Act 
of 1958. 
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(f) Producers who knowingly and falsely certify as to their eligi- 
bility to vote in the referendum conducted pursuant to subtitle II of 
the Feed Grains Act of 1958 shall be guilty of a misdemeanor and 
upon conviction shall be fined not less than $100 nor more than 
$500. 

Src. 326. (a) Whenever in any county or other area the Secretary 
finds that the actual production of corn plus the amount of corn stored 
under seal in such county or other area is less than the normal produc- 
tion of the marketing percentage of the farm acreage allotments in 
such county or other area, the Secretary shall terminate farm market- 
ing quotas for corn in such county or other area. 

(b) Whenever, upon any farm, the actual production of the acreage 
of corn is less than the normal production of the marketing percentage 
of the farm acreage allotment, there may be marketed, without pen- 
alty, from such farm an amount of corn from the corn stored under 
seal pursuant to section 324 which, together with the actual produc- 
tion of the then current crop, will equal the normal production of 
the marketing percentage of the farm acreage allotment. 

(c) Whenever, in any marketing year, marketing quotas are not 
in effect with respect to the crop of corn produced in the calendar 
year in which such marketing year begins, all marketing quotas ap- 
plicable to previous crops of corn shall be terminated. 


PROCLAMATION OF COMMERCIAL CORN-PRODUCING AREA 


Sec. 327. Not later than February 1 of each calendar year, the Sec- 
retary shall ascertain and proclaim the commercial corn-producing 
area. 


ACREAGE ALLOTMENT 


Sec. 328. The acreage allotment of corn for any calendar year shall 
be that acreage in the commercial corn-producing area which, on the 
basis of the average yield for corn in such area during the five calendar 
years immediately preceding such calendar year, adjusted for abnor- 
mal weather conditions, will produce an amount of corn in such area 
which the Secretary determines will, together with corn produced in 
the United States outside the commercial corn-producing area and 
corn imported, make available a supply for the marketing year be- 
ginning in such calendar year, equal to the normal supply. The Sec- 
retary shall proclaim such acreage allotment not later than February 
1 of the calendar year for which such acreage allotment was deter- 


mined. 
APPORTIONMENT OF ACREAGE ALLOTMENT 


Src. 329. (a) The acreage allotment for corn shall be apportioned 
by the Secretary among the counties in the commercial corn-producing 
area on the basis of the acreage seeded for the production of corn dur- 
ing the five calendar years immediately preceding the calendar year 
in which the apportionment is determined (plus, in applicable years, 
the acreage diverted under previous agricultural adjustment and con- 
servation programs), with adjustments for abnormal weather con- 
ditions and for trends in acreage during such period and for the pro- 
motion of soil-conservation practices: Provided, That any downward 
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adjustment for the promotion of soil-conservation practices shall not 
exceed 2 per centum of the total acreage allotment that would other- 
wise be made to such county. 

(b) The acreage allotment to the county for corn shall be appor- 
tioned by the Secretary, through the local committees, among the 
farms within the county on the basis of tillable acreage, crop-rotation 
practices, type of soil, and topography. 


PART ITI—MARKETING QUOTAS—WHEAT 
LEGISLATIVE FINDINGS 


Sec. 331. Wheat is a basic source of food for the Nation, is pro- 
duced throughout the United States by more than a million farmers, 
is sold on the country-wide market and, as wheat or flour, flows almost 
entirely through instrumentalities of interstate and foreign commerce 
from producers to consumers. 

Abnormally excessive and abnormally deficient supplies of wheat 
on the country-wide market acutely and directly affect, burden, and 
obstiuct interstate and foreign commerce. Abnormally excessive 
supplies overtax the facilities of interstate and foreign transportation, 
congest terminal markets and milling centers in the flow of wheat 
from producers to consumers, depress ‘the price of wheat in interstate 
and foreign commerce, and otherwise disrupt the orderly marketing 
of such commodity i in such commerce. Abnormally deficient supplies 
result in an inadequate flow of wheat and its products in interstate 
and foreign commerce with consequent injurious effects to the instru- 
mentalities of such commerce and with excessive increases in the prices 
of wheat and its products in interstate and foreign commerce. 

It is in the interest of the general welfare that interstate and foreign 
commerce in wheat and its products be protected from such burden- 
some surpluses and distressing shortages, and that a supply of wheat 
be maintained which is adequate to meet domestic consumption and 
export requirements in years of drought, flood, and other adverse 
conditions as well as in years of plenty, and that the soil resources 
of the Nation be not wasted in the production of such burdensome 
surpluses. Such surpluses result in disastrously low prices of wheat 
and other grains to wheat producers, destroy the purchasing power of 
grain producers for industrial products, and reduce the value of the 
agricultural assets supporting the national credit structure. Such 

shortages of wheat result in unreasonably high prices of flour and 
bread to consumers and loss of market outlets ‘by wheat producers. 

The conditions affecting the production and marketing of wheat 
are such that, without Federal assistance, farmers, individually or 
in cooperation, cannot effectively prevent the recurrence of such sur- 
pluses and shortages and the burdens on interstate and foreign com- 
merce resulting therefrom, maintain normal supplies of wheat, or 
provide for the orderly marketing thereof in interstate and foreign 
commerce. 

The provisions of this Part affording a cooperative plan to wheat 
producers are necessary in order to minimize recurring surpluses and 
shortages of wheat in interstate and foreign commerce, to provide 
for the maintenance of adequate reserve supplies thereof, and provide 
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for an adequate flow of wheat and its products in interstate and for- 
eign commerce. The provisions hereof for regulation of marketings 
by producers of wheat whenever an abnormally excessive supply of 
such commodity exists are necessary in order to maintain an order! 
flow of wheat in interstate and foreign commerce under such condi- 
tions. 

PROCLAMATIONS OF SUPPLIES AND ALLOTMENTS 


Sec. 332. Not later than May 15 of each calendar year the Secre- 
tary shall ascertain and proc laim the national acreage allotment for 
the crop of wheat produced in the next succeeding calendar year. 


NATIONAL ACREAGE ALLOTMENT 


Sec. 333. The national acreage allotment for any crop of wheat 
shall be that acreage which the Secretary determines will, on the 
basis of the national average yield for wheat, produce an amount 
thereof adequate, together with the estimated carry -over at the be- 
ginning of the marketing year for such crop and imports, to make 
available a supply for such marketing year equal to a normal year’s 
domestic consumption and exports plus 30 per centum thereof. The 
national acreage allotment for wheat for any year shall be not less 
than fifty-five million acres, 


APPORTIONMENT OF NATIONAL ACREAGE ALLOTMENT 


Sec. 334. (a) The national acreage allotment for wheat, jess a re- 
serve of not to exceed one per centum thereof for apportionment as 
provided in this subsection, shall be apportioned by the Secretary 
among the several States on the basis of the acreage seeded for the 
production of wheat during the ten calendar years immediately pre- 
ceding the calertdar year in which the national acreage allotment is 
determined (plus, in applicable years, the acreage diverted under 
previous agricultural adjustment and conservation programs), with 
adjustments for abnormal weather conditions and for trends in acre- 
age during such period: Provided, That in establishing State acreage 
allotments the ac reage seeded for the production of wheat plus the 
acreage diverted for 1959 and any subsequent year for any farm on 
which the entire amount of the farm marketing excess is delivered to 
the Secretary or stored in accordance with applicable regulations to 
avoid or postpone payment of the penalty shall be the base acreage of 
wheat determined for the farm under the regulations issued by the 
Secretary for determining farm wheat acreage allotments for such 
year, but if any part of the amount of wheat so stored is later de- 
pleted and penalty becomes due by reason of such depletion, for the 
purpose of establishing State wheat acreage allotments subsequent 
to such depletion the seeded plus diverted acreage of wheat for the 
farm for the year in which the excess was produc ed shall be reduced 
to the farm wheat acreage allotment for such year. The reserve acre- 
age set aside herein for : apportionment by the Secretary shall be used 
to make allotments to counties, in addition to the county allotments 
made under subsection (b) of this section, on the basis of the relative 
needs of counties for additional allotment because of reclamation and 
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other new areas coming into the production of wheat during the ten 
calendar years ending with the calendar year in which the national 
acreage allotment is proclaimed. 

(b) The State acreage allotment for wheat, less a reserve of not to 
exceed 3 per centum thereof for apportionment as provided in 
subsection (c) of this section, shall be apportioned by the Secretary 
among the counties in the State, on the basis of the acreage seeded 
for the production of wheat during the ten calendar years immedi- 
ately preceding the calendar year in which the national acreage allot- 
ment is determined (plus, in applicable years, the acreage diverted 
under previous agricultural adjustment and conservation programs), 
with adjustments for abnormal weather conditions and trends in acre- 
age during such period and for the promotion of soil-conservation 
practices: Provided, That in establishing county acreage allotments 
the acreage seeded for the production of wheat plus the acreage di- 
verted for 1959 and any dueaeanak year for any farm on which the 
entire amount of the farm marketing excess is delivered to the See- 
retary or stored in accordance with applicable regulations to avoid or 
postpone payment of the penalty shall be the base acreage of wheat 
determined for the farm under the regulations issued by the Secretary 
for determining farm wheat acreage allotments for such year, but if 
any part of the amount of wheat so stored is later depleted and pen- 
alty becomes due by reason of such depletion, for the purpose of 
establishing county acreage allotments subsequent to such depletion 
the seeded plus diverted acreage of wheat for the farm for the year 
in which the excess was produced shall be reduced to the farm wheat 
acreage allotment for such year. 

(c) The allotment to the county shall be apportioned by the Secre- 
tary, through the local committees, among the farms within the county 
on the basis of past acreage of wheat tillable acres, crop-rotation prac- 
tices, type of soil, and topography. Not more than 3 per centum 
of the State allotment shall be apportioned to farms on which wheat 
has not been planted during any of the three marketing years imme- 
diately preceding the marketing year in which the allotment is made. 
For the purpose of establishing farm acreage allotments—(i) the 
past acreage of wheat on any farm for 1958 shall be the base acreage 
determined for the farm under the regulations issued by the Secre- 
tary for determining 1958 farm wheat acreage allotments; (ii) if 
subsequent to the determination of such base acreage the 1958 wheat 
acreage allotment for the farm is increased through administrative, 
review, or court proceedings, the 1958 farm base acreage shall be in- 
creased in the same a gg of and (iii) the past acreage of wheat 
for 1959 and any subsequent year shall be the wheat acreage on the 
farm which is not in excess of the farm wheat acreage allotment, plus, 
in the case of any farm which is in compliance with its farm wheat 
acreage allotment, the acreage diverted under such wheat allotment 
programs: Provided, That for 1959 and subsequent years in the case 
of any farm on which the entire amount of the farm marketing excess 
is delivered to the Secretary or stored in accordance with applicable 
regulations to avoid or postpone payment of the penalty, the past 
acreage of wheat for the year in which such farm marketing excess is 
so delivered or stored shall be the farm base acreage of wheat deter- 
mined for the farm under the regulations issued by the Secretary for 
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determining farm wheat acreage allotments for such year, but if any 

art of the amount of wheat so stored is later depleted and penalty 
Seotins due by reason of such depletion, for the purpose of establish- 
ing farm wheat acreage allotments subsequent to such depletion the 
past acreage of wheat for the farm for the year in which the excess 
was produced shall be reduced to the farm wheat acreage allotment 
for such year. 

(d) Notwithstanding any other provision of this section, the allot- 
ments established, or which would have been established, for an 
farm acquired in 1950 or thereafter by the United States for national- 
defense purposes shall be placed in an allotment pool and shall be 
used only to establish allotments for other farms owned or acquired 
by the owner of the farm so acquired by the United States. The 
allotment so made for any farm, including a farm on which wheat 
has not been planted during any of the three marketing years preced- 
ing the marketing year in Few the allotment is made, shall compare 
with the allotments established for other farms in the same area which 
are similar except for the past acreage of wheat. 

(e) Notwithstanding any other provision of this Act, the Secretary 
shall increase the farm marketing quotas and acreage allotments for 
the 1957 crop of wheat for farms located in counties in the States of 
North Dakota, Minnesota, Montana, South Dakota, and California, 
designated by the Secretary as counties which (1) are 7 of pro- 
ducing durum wheat (class Il) and (2) have produced such wheat 
for commercial food products during one or more of the five years 
1952 through 1956. The increase in the wheat acreage allotment for 
any farm shall be conditioned upon the production of durum wheat 
(class I1) on such increased acreage. The increased allotment shall 
be determined by adding to the allotment established without regard 
to this subsection (hereinafter referred to as the “original allotment”) 
an acreage equal to the acreage by which the original allotment ex- 
ceeds the 1957 acreage on the farm of classes of wheat other than 
durum wheat (class II) (hereinafter referred to as “other wheat”), 
but such increased allotment shall not exceed the smaller of the crop- 
land on the farm well suited to wheat or the wheat acreage on the 
farm: Provided, That for the purpose of this subsection (1) the 
original allotment for each farm shall be not less than fifteen acres, 
and (2) varieties of class II (durum wheat) known as “Golden Ball” 
and “Peliss” shall be regarded as “other wheat.” Notwithstanding 
any other provision of this subsection, (1) no acreage allotment shall 
be increased under this subsection by more than sixty acres, and (2) 
no acreage allotment shall be increased under this subsection for any 
farm on which the producer knowingly devotes to the production 
of other wheat an acreage in excess of the acreage allotment estab- 
lished without regard to this subsection (and particularly without 
regard to clause (i) of the foregoing proviso). 

The increases in wheat acreage allotments authorized by this sub- 
section shall be in addition to the National, State, and county wheat 
acreage allotments, and the acreage of durum wheat (class II) on 
such increased allotments shall not be considered in establishing future 
State, county and farm acreage allotments. 
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The provisions of paragraph (6) of Public Law 74, Seventy- 
seventh Congress (7 U. S. C. 1340 (6)), and section 326 (b) of this 
Act, relating to the reduction of the storage amount of wheat shall 
apply to the allotment for the farm established without regard to 
this subsection and not to the increased allotment under this sub- 
section. 

For the purpose of applying section 103 (a) (1) of the Soil Bank 
Act (relating to participation in the acreage reserve) to any farm 
receiving an increased allotment under this subsection— 

(1) the “farm acreage allotment” shall be the allotment estab- 
lished without regard to this subsection and not the increased 
allotment under this subsection, and 

(2) each acre planted to durum wheat (class II) shall count 
as one-half acre of wheat. 

For the purposes of this subsection “wheat acreage on the farm” shall 
include acreage in the wheat acreage reserve. 

(f) Any part of any 1955, 1956, or 1957 farm wheat acreage allot- 
ment on which wheat will not be planted and which is voluntarily sur- 
rendered to the county committee shall be deducted from the allotment 
to such farm and may be reapportioned by the county committee to 
other farms in the same county receiving allotments in amounts deter- 
mined by the county committee to be fair and reasonable on the basis 
of past acreage of wheat tillable acres, crop rotation practices, type of 
soil, and topography. If all of the allotted acreage voluntarily sur- 
rendered is not needed in the county, the county committee may sur- 
render the excess acreage to the State committee to be used for the same 
purposes as the State acreage reserve under subsection (c) of this 
section. Any allotment transferred under this provision shall be 
regarded for the purposes of subsection (c) of this section as having 
been planted on the farm from which transferred rather than on the 
farm to which transferred, except that this shall not operate to make 
the farm from which the allotment was transferred eligible for an 
allotment as having wheat planted thereon during the three-year base 
period : Provided, That notwithstanding any other provisions of law, 
any part of any 1955, 1956, or 1957 farm acreage allotment may be 
permanently released in writing to the county committee by the owner 
and operator of the farm, and reapportioned as provided herein. 
Acreage surrendered, reapportioned under this subsection, and planted 
shall be credited to the State and county in determining future acreage 
allotments. 

(z) If the county committee determines that any producer is pre- 
vented from seeding wheat for harvest as grain in his usual planting 
season because of unfavorable weather conditions, and the operator 
of the farm notifies the county committee not later than December 1 
in any area where only winter wheat is grown, or June 1 in the spring 
wheat area (including an area where both spring and winter wheat are 
grown), that he does not intend to seed his full wheat allotment for 
the crop year because of the unfavorable weather conditions, the en- 
tire farm wheat allotment for such year shall be regarded as wheat 
acreage for the purposes of establishing future State, county, and 
farm acreage allotments: Provided, That if any producer on a farm 
obtains a reduction in the storage amount of any previous crop of 
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wheat by reason of underplanting the farm wheat acreage allotment 
pursuant to paragraph (6) of Public Law 74, Seventy-seventh Con- 
gress (7 U.S. C. 1340 (6)), or by reason of producing less than the 
normal production of the farm wheat acreage allotment pursuant to 
section 326 (b) of this Act, this provision may not be made applicable 
to such farm with respect to the crop of wheat for which the farm 
acreage allotment was established. 

(h) Notwithstanding any other provision of law, no acreage in the 
commercial wheat-producing area seeded to wheat for harvest as grain 
in 1958 or thereafter in excess of acreage allotments shall be consid- 
ered in establishing future State and county acreage allotments except 
as prescribed in the provisos to the first sentence of subsections (a) and 
(b), respectively, of this section. The planting on a farm in the com- 
mercial wheat-producing area of wheat of the 1958 or any subsequent 
crop for which no farm wheat acreage allotment was established shall 
not make the farm eligible for an allotment as an old farm pursuant 
to the first sentence of subsection (c) of this section nor shall such 
farm by reason of such planting be considered ineligible for an allot- 
ment as a new farm under the second sentence of such subsection. 

(1) Notwithstanding any other provision of this Act the Secretary 
shall increase the acreage allotments for the 1958 and 1959 crops of 
wheat for farms in the irrigable portion of the area known as the 
Tulelake division of the Klamath project of California located in 
Modoc and Siskiyou Counties, California, as defined by the United 
States Department of Interior, Bureau of Reclamation, and herein- 
after referred to as the area. The increase for the area for each such 
crop shall be determined by adding to the total allotments established 
for farms in the area for the particular crop without regard to this 
subsection, hereinafter referred to as the original allotments, an acre- 
age sufficient to make available for each such crop a total allotment 
of eight thousand acres for the area. The additional allotments made 
available by this subsection shall be in addition to the National, State 
and county allotments otherwise established under this Act, but the 
acreage planted to wheat pursuant to such increased allotments shall 
be taken into account in establishing future State, county, and farm 
acreage allotments. The Secretary shall apportion the additional 
allotment acreage made available under this subsection between 
Modoc and Siskiyou Counties on the basis of the relative needs for 
additional allotments for the portion of the area in each county. 
The Secretary shall also allot such additional acreage to individual 
farms in the area for which an application for an increased acreage 
is made on the basis of tillable acres, crop rotation practices, type 
of soil and topography, and taking into account the original allotment 
for the farm, if any. No producer shall be eligible to participate in 
the wheat acreage reserve program with respect to any farm for any 
year for which such farm receives an additional allotment under this 
subsection; and no wheat produced on such farm in such year shall 
be eligible for price support. The increase in the wheat acreage 
allotment. for any farm under this subsection shall be conditioned 
upon the production of durum wheat (class IIT) on such increased 
acreage. 
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MARKETING QUOTAS 


Src. 335. (a) Whenever in any calendar year the Secretary deter- 
mines— 

(1) that the total supply of wheat for the marketing year be- 
ginning in such calendar year will exceed the normal supply for 
such marketing year by more than 20 per centum; or 

(2) that the total supply of wheat for the marketing year end- 
ing in such calendar year is not less than the normal supply for 
the marketing year so ending, and that the average farm price for 
wheat for three successive months of the marketing year so ending 
does not exceed 66 per centum of parity 

the Secretary shall, not later than May 15 of such calendar year, pro- 
claim such fact and, during the marketing year beginning July 1 of 
the next succeeding calendar year and continuing throughout such 
marketing year, a national marketing quota shall be in effect with 
respect to the marketing of wheat. Marketing quotas for any market- 
ing year shall be in effect with respect to wheat harvested in the cal- 
endar year in which such marketing year begins notwithstanding that 
the wheat is marketed prior to the bsoteintine of such marketing year. 

(b) The amount of the national marketing quota for wheat shall 
be equal to a normal year’s domestic consumption and exports plus 
30 per centum thereof, less the sum of (1) the estimated carry-over 
of wheat as of the beginning of the marketing year with respect to 
which the quota is proclaimed and (2) the estimated amount of wheat 
which will be used on farms as seed or livestock feed during the 
marketing year. 

(c) The farm marketing quota for any farm for any marketing 
year shall be a number of bushels of wheat equal to the sum of— 

(1) A number of bushels equal to the normal production or the 
actual production, whichever is the greater, of the farm acreage 
allotment; and 

(2) A number of bushels equal to the amount, or part thereof, 
of wheat from any previous crop which the farmer has on hand 
which, had such amount, or part thereof, been marketed during 
the preceding marketing year in addition to the wheat actually 
marketed during such preceding marketing year, could have been 
marketed without penalty. 

(3) Any farmer who does not market wheat in excess of the 
normal production or the actual production, whichever is the 
greater, of the farm acreage allotment shall not be subject to 
penalty under the provisions of section 339. Any farmer who 
stores, in accordance with regulations issued by the Secretary, an 
amount of wheat which is less than the amount subject to penalty, 
shall be presumed to have marketed the amount of such wheat 
subject to penalty which is not so stored. 

(d) No farm marketing quota with respect to wheat shall be ap- 
plicable in any marketing year to any farm on which the normal 
production of the acreage planted to wheat of the current crop is 
less than two hundred bushels. 

(e) If, for any marketing year, the acreage allotment for wheat 
for any State is twenty-five thousand acres or less, the Secretary, in 
order to promote efficient administration of this Act and the Agricul- 
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tural Act of 1949, may designate such State as outside the commercial 
wheat-producing area for such marketing year. No farm marketing 
uota or acreage allotment with respect to wheat under this title 
all be applicable in such marketing year to any farm in any State 
so designated; and no acreage allotment in any other State shall be 
increased by reason of such designation. Notice of any such designa- 
tion shall be published in the Federal Register. 

(f) The Secretary, upon application made pursuant to regulations 
prescribed by him, shall exempt producers from any obligation under 
this Act to pay the penalty on, deliver to the Secretary, or store the 
farm marketing excess with respect to any farm for any crop of wheat 
harvested in 1958 or any subsequent year on the following conditions: 

(1) That the total wheat acreage on the farm does not exceed 
30 acres: Provided, however, That this condition shall not apply 
to farms operated by and as part of State or county institutions 
or religious or eleemosynary institutions ; 

(2) That none of such crop of wheat is removed from such 
farm except to be processed for use as human food or livestock 
feed on such farm and none of such crop is sold or exchanged 
for goods or services; 

(3) That such entire crop of wheat is used on such farm for 
seed, human food, or feed for livestock, including poultry, owned 
by any such producer, or a subsequent owner or operator of the 
farm; and 

(4) That such producers and their successors comply with 
all regulations prescribed by the Secretary for the purpose of 
determining compliance with the foregoing conditions. 

Failure to comply with any of the foregoing conditions shall cause the 
exemption to become immediately null and void unless such failure is 
due to circumstances beyond the control of such producers as deter- 
mined by the Secretary. In the event an exemption becomes null and 
void the provisions of this Act shall become applicable to the same 
extent as if such exemption had not been granted. No acreage 
planted to wheat in excess of the farm acreage allotment for a crop 
covered by an exemption hereunder shall be considered in determining 
any subsequent wheat acreage allotment or marketing quota for such 
farm and the estimated production from such excess acreage shall not 
be included in total supply and normal supply in the determination of 
future marketing quotas and level of price support. No producer 
exempted under this section shall be eligible to vote in the referendum 


99 


under section 336 with respect to the next subsequent crop of wheat. 


REFERENDUM 


Sec. 336. Between the date of the issuance of any proclamation of 
any national marketing quota for wheat and July 25, the Secretary 
shall conduct a referendum, by secret ballot, of farmers who will be 
subject to the quota specified therein to determine whether such 
farmers favor or oppose such quota. If more than one-third of the 
farmers voting in the referendum oppose such quota, the Se-retary 
shall, prior to the effective date of such quota, by proclamation sus- 


pend the operation of the national marketing quotas with respect to 
wheat. 
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ADJUSTMENT AND SUSPENSION OF QUOTA 


Sec. 337. (a) If the total supply as proclaimed by the Secretary 
within forty-five days after the beginning of the marketing year is less 
than that specified in the ee by the Secretary under section 
335 (a), then the national marketing quota specified in the proclama- 
tion under such section shall be increased accordingly. 

(b) Whenever it shall appear from either the July or the August 
production estimates, officially published by the Division of Crop 
and Livestock Estimates of the Bureau of Agricultural Economics of 
the Department, that the total supply of wheat as of the beginning 
of the marketing year was less than a normal year’s domestic con- 
sumption and exports plus 30 per centum thereof, the Secretary shall 

roclaim such fact prior to July 20, or August 20, as the case may be, 
if farm marketing quotas have been announced with respect to the 
crop grown in such calendar year. Thereupon such quotas shall be- 
come ineffective. 


TRANSFER OF QUOTAS 


Sec. 338. Farm marketing quotas for wheat shall not be trans- 
ferable, but, in accordance with regulations prescribed by the Secre- 
tary for such purpose, any farm ae quota in excess of the 
supply of wheat for such farm for any marketing year may be allo- 
cated to other farms on which the acreage allotment has not been 
exceeded. 


PART IV—-MARKETING QUOTAS—COTTON 
LEGISLATIVE FINDINGS 


Sec. 341. American cotton is a basic source of clothing and indus- 
trial products used by every person in the United States and by sub- 
stantial numbers of people in foreign countries. American cotton is 
sold on a world-wide market and moves from the places of production 
almost entirely in interstate and foreign commerce to processing estab- 
lishments located throughout the world at places outside the State 
where the cotton is produced. 

Fluctuations in supplies of cotton and the marketing of excessive 
supplies of cotton in interstate and foreign commerce disrupt the 
orderly marketing of cotton in such commerce with consequent injury 
to and destruction of such commerce. Excessive supplies of cotton 
directly and materially affect the volume of cotton moving in inter- 
state and foreign commerce and cause disparity in prices of cotton and 
industrial products moving in interstate and foreign commerce with 
consequent diminution of the volume of such commerce in industrial 
products. 

The conditions affecting the production and marketing of cotton are 
such that, without Federal assistance, farmers, individually or in 
cooperation, cannot effectively prevent the recurrence of excessive 
supplies of cotton and fluctuations in supplies, cannot prevent indis- 
criminate dumping of excessive supplies on the Nation-wide and 
foreign markets, cannot maintain normal carry-overs of cotton, and 
cannot provide for the orderly marketing of cotton in interstate and 
foreign commerce. 
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It is in the interest of the general welfare that interstate and foreign 
commerce in cotton be protected from the burdens caused by the 
marketing of excessive supplies of cotton in such commerce, that a 
supply of cotton be maintained which is adequate to meet domestic 
consumption and export requirements in years of drought, flood and 
other davies conditions as well as in years of plenty, and that the soil 
resources of the Nation be not wasted in the production of excessive 
supplies of cotton. 

The provisions of this Part affording a cooperative plan to cotton 
yroducers are necessary and appropriate to prevent the burdens on 
interstate and foreign commerce caused by the marketing in such com- 
merce of excessive supplies, and to promote, foster, and maintain an 
orderly flow of an adetaate Suisty of cotton in such commerce. 


NATIONAL MARKETING QUOTA 


Sec. 342. Whenever during any calendar year the Secretary deter- 
mines that the total supply of cotton for the marketing year beginning 
in such calendar year Will eaened the normal supply for such market- 
ing year, the Secretary shall proclaim such fact and a national market- 
ing quota shall be in effect for the crop of cotton produced in the next 
calendar year. The Secretary shall also determine and specify in such 
proclamation the amount of the national marketing quota in terms of 
the number of bales of cotton (standard bales of five hundred pounds 
gross weight) adequate, together with (1) the estimated carry-over at 
the beginning of the marketing year which begins in the next calendar 
year and (2) the estimated imports during such marketing year, to 
make available a normal supply of cotton. The national marketing 
quota for any year shall be not less than ten million bales or one million 
bales less than the estimated domestic consumption plus exports of cot- 
ton for the marketing year ending in the calendar year in which such 
quota is proclaimed, whichever is smaller: Provided, That the national 
marketing quota for 1950 shall be not less than the number of bales 
required to provide a national acreage allotment of twenty-one million 
acres. Such proclamation shall be made not later than October 15 of 
the calendar year in which such determination is made. Notwithstand- 
ing the foregoing provisions of this section, the national marketing 
quota for cotton for 1957 and 1958 shall be not less than the number 
of bales required to provide a national acreage allotment for 1957 and 
1958 equal to the national acreage allotment for 1956: Provided, That 
if the acreage allotment for any State for 1957 or 1958 is less than its 
allotment for the preceding year by more than 1 per centum, such State 
allotment shall be increased so that the reduction shall not exceed 1 
per centum per annum, and the acreage required for such increase shall 
be in addition to the national acreage allotment for such year. Addi- 
tional acreage apportioned to a State for 1957 or 1958 under the fore- 
going proviso shall not be taken into account in establishing future 
State allotments. 


REFERENDUM 


Src. 343. Not later than December 15 following the issuance of the 
marketing quota proclamation provided for in section 342, the Secre- 
tary shall conduct a referendum, by secret ballot, of farmers engaged 

27226— 58——8 








114 THE AGRICULTURAL ACT OF 1958 


in the production of cotton in the calendar year in which the referen- 
dum is held, to determine whether such farmers are in favor of or 
opposed to the quota so proclaimed: Provided, That if marketing 
quotas are proclaimed for the 1950 crop, farmers eligible to vote in the 
referendum held with respect to such crop shall be those farmers who 
were engaged in the production of cotton in the calendar year of 1948. 
If more than one-third of the farmers voting in the referendum oppose 
the national marketing quota, such quota shall become ineffective upon 
proclamation of the results of the referendum. The Secretary shall 
noone the results of any referendum held hereunder within thirty 
ays after the date of such referendum. 


ACREAGE ALLOTMENTS 


Src. 344. (a) Whenever a national marketing quota is proclaimed 
under section 342, the Secretary shall determine and proclaim a na- 
tional acreage allotment for the crop of cotton to be produced in the 
next calendar year. The national acreage allotment for cotton shall 
be that acreage, based upon the national average yield per acre of cot- 
ton for the five years immediately preceding the calendar year in which 
the national marketing quota is proclaimed, required to make available 
from such crop an amount of cotton equal to the national marketing 
quota. 

(b) The national acreage allotment for cotton for 1953 and sub- 
sequent years shall be apportioned to the States on the basis of the 
acreage planted to cotton (including the acreage regarded as having 
been planted to cotton under the provisions of Public Law 12, Seventy- 
ninth Congress) during the five calendar years immediately precedin 
the calendar year in which the national marketing quota is proclaimed, 
with adjustments for abnormal weather conditions during such period : 
Provided, That there is hereby established a national acreage reserve 
consisting of one hundred thousand acres which shall be in addition to 
the national acreage allotment; and such reserve shall be apportioned 
to the States on the basis of their needs for additional acreage for es- 
tablishing minimum farm allotments under subsection (f) (1), as de- 
termined by the Secretary without regard to State and county acreage 
reserves (except that the amount apportioned to Nevada shall be one 
thousand acres), and the additional acreage so apportioned to the 
State shall be apportioned to the counties on the same basis and added 
to the county acreage allotment for apportionment to farms pursuant 
to subsection (f) of this section (except that no part of such addi- 
tional acreage shall be used to increase the county reserve above 15 per 
centum of the county allotment determined without regard to such 
additional acreage). Additional acreage apportioned to a State for 
any year under the foregoing proviso shall not be taken into account 
in establishing future State acreage allotments. Needs for additional 
acreage under the foregoing proviso and under the last proviso in sub- 
section (e) shall be determined as though allotments were first com- 
puted without regard to subsection (f) (1). 

(c) (Applicable only to the 1950 and 1951 crops of cotton.) 

(d) (Applicable only to the 1952 crop of cotton. ) 

(e) The State acreage allotment for cotton shall be apportioned 
to counties on the same basis as to years and conditions as is appli- 
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cable to the State under subsections (b), (c), and (d) of this section: 
Provided, That the State committee may reserve not to exceed 10 per 
centum of its State acreage allotment (15 per centum if the State’s 
1948 planted acreage was in excess of one million acres and less than 
half its 1943 allotment) which shall be used to make adjustments in 
county allotments for trends in acreage, for counties adversely affected 
by abnormal conditions affecting plantings, or for small or new farms, 
or to correct inequities in farm allotments and to prevent hardship: 
Provided further, That if the additional acreage sRenhed to a State 
under the proviso in subsection (b) is less than the requiremerts as 
determined by the Secretary for establishing minimum farm allot- 
ments for the State under subsection (f) (1), the acreage reserved 
by the State committee under this subsection shall not be less than the 
smaller of (1) the remaining acreage so determined to be required for 
establishing minimum farm allotments or (2) 3 per centum of the 
State acreage allotment; and the acreage which the State committee 
is required to reserve under this proviso shall be allocated to counties 
on the basis of their needs for additional acreage for establishing 
minimum farm allotments under subsection (f) (1), and added to 
the county acreage allotment for apportionment to farms pursuant 
to subsection (f) of this section (except that no part of such addi- 
tional acreage shall be used to increase the county reserve above 15 
per centum of the county allotment determined without regard to 
such additional acreages). 

(f) The county acreage allotment, less not to exceed the percentage 
provided for in paragraph (3) of this subsection, shall be apportioned 
to farms on which cotton has been planted (or regarded as having 
been planted under the provisions of Public Law 12, Seventy-ninth 
Congress) in any one of the three years immediately preceding the 
year for which such allotment is determined on the following basis: 

(1) Insofar as such acreage is available, there shall be allotted the 
smaller of the following: (A) four acres; or (B) the highest number 
of acres planted to cotton in any year of such three-year period. 

(2) The remainder shall be allotted to farms other than farms 
to which an allotment has been made under paragraph (1) (B) so 
that the allotment to each farm under this paragraph together with 
the amount of the allotment to such farm under paragraph (1) (A) 
shall be a prescribed percentage (which percentage shall be the same 
for all such farms in the county or administrative area) of the acreage, 
during the preceding year, on the farm which is tilled annually or in 
regular rotation, excluding from such acreages the acres devoted to the 
production of sugarcane for sugar; sugar beets for sugar; wheat, 
tobacco, or rice for market; peanuts picked and threshed; wheat or 
rice for feeding to livestock for market; or lands determined to be 
devoted primarily to orchards or vineyards, and nonirrigated lands in 
irrigated areas: Provided, however, That if a farm would be allotted 
under this paragraph an acreage together with the amount of the 
allotment to such farm under paragraph (1) (A) in excess of the 
largest acreage planted (and regarded as planted under Public Law 
12, Seventy-ninth Congress) to cotton during any of the preceding 
three years, the acreage allotment for such farm shall not exceed such 
largest acreage so planted (and regarded as planted under Public 
Law 12, Seventy-ninth Congress) in any such year. 
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(3) The county committee may reserve not in excess of 15 per 
centum of the county allotment * * * which, in addition to the 
acreage made available under the proviso in subsection (e), shall be 
used for (A) establishing allotments for farms on which cotton was 
not planted (or regarded as planted under Public Law 12, Seventy- 
ninth Congress) during any of the three calendar years immediately 

receding the year for which the allotment is made, on the basis of 
land, labor, and equipment available for the production of cotton, 
crop-rotation practices, and the soil and other physical facilities affect- 
ing the production of cotton; and (B) making adjustments of the 
farm acreage allotments established under paragraphs (1) and (2) 
of this subsection so as to establish allotments which are fair and 
reasonable in relation to the factors set forth in this paragraph and 
abnormal conditions of production on such farms, or in making ad- 
justments in farm acreage allotments to correct inequities and to pre- 
vent hardships: Provided, That not less than 20 per centum of the 
acreage reserved under this subsection shall, to the extent required, be 
allotted, upon such basis as the Secretary deems fair and reasonable 
to farms (other than farms to which an allotment has been made under 
subsection (f) (1) (B)), if any, to which an allotment of not exceed- 
ing fifteen acres may be made under other provisions of this subsection. 

(4) Any part of the acreage allotted for 1950 to individual farms 
in any county under the provisions of this section which will not be 
planted to cotton and which is voluntarily surrendered to the county 
committee shall be deducted from the allotments to such farms and 
may be reapportioned by the county committee to other farms in the 
sale county receiving allotments to the extent necessary to provide 
such farms with the allotments authorized under paragraph (5) of 
this subsection. If any acreage remains after providing such allot- 
ments, it may be apportioned in amounts determined by the county 
committee to be fair and reasonable to other farms in the same county 
receiving allotments which the county committee determines are inade- 
quate and not representative in view of their past production of cotton 
and to new farms in such county. No allotment shall be made, or 
increased, by reason of this paragraph to an acreage in excess of 40 
per centum of the acreage on the farm which is tilled annually or in 
regular rotation, as determined under regulations prescribed by the 
Secretary. Any transfer of allotment under this paragraph shall not. 
operate to reduce the allotment for any subsequent year for the farm 
from which acreage is transferred, except in accordance with para- 
graph (1) (B) and the proviso in paragraph (2) of this subsection: 
Provided, That any part of any farm acreage allotment may be per- 
manently released in writing to the county committee by the owner 
and operator of the farm and may be reapportioned in the manner set 
forth above. In any subsequent year, unless hereafter otherwise 
provided by law, acreage surrendered under this paragraph and 
reallocated pursuant to applications filed in accordance with the 

rovisions of paragraph (5) of this section shall be credited to the 
tate and county in determining acreage allotments. 

(5) Notwithstanding any other provision of law and without reduc- 
ing any farm acreage allotment determined pursuant to the foregoing 
provisions of this subsection, each farm acreage allotment for 1950 
shall be increased by such amount as may be necessary to provide an 
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allotment equal to the larger of 65 per centum of the average acreage 
planted to cotton (or regarded as planted to cotton under the provi- 
sions of Public Law 12, Seventy-ninth Congress) on the farm in 1946, 
1947, and 1948, or 45 per centum of the highest acreage planted to 
cotton (or regarded as planted to cotton under Public Law 12 , Seventy- 
ninth Congress) on the farm in any one of such three years; but no 
such allotment shall be increased by reason of this provision to an 
acreage in excess of 40 per centum of the acreage on the farm which 
is tilled annually or in regular rotation, as determined under regula- 
tions prescribed by the Secretary. An increase in any 1950 farm 
acreage allotment shall be made pursuant to this paragraph only upon 
application in writing by the owner or operator of the farm within 
such reasonable period of time (in no event less than fifteen days) 
as may be prescribed by the Secretary. The additional acreage re- 
quired to be allotted to farms under this paragraph shall be in addition 
to the county, State, and national acreage allotments and the produc- 
tion from such acreage shall be in addition to the national marketing 
quota. The additional acreage authorized by this paragraph shall 
not be taken into account in establishing future State, county, and 
farm acreage allotments. 

(6) Notwithstanding the provisions of paragraph (2) of this sub- 
section, if the county committee recommends such action and the Sec- 
retary determines that such action will result in a more equitable dis- 
tribution of the county allotment among farms in the county, the 
remainder of the county acreage allotment (after making allotments 
as provided in paragraph (1) of this subsection) shall be allotted to 
farms other than farms to which an allotment has been made under 
paragraph (1) (B) of this subsection so that the allotment to each 
farm under this paragraph together with the amount of the allotment 
of such farm under paragraph (1) (A) of this subsection shall be a 
prescribed percentage (which percentage shall be the same for all such 
farms in the county) of the average acreage planted to cotton on the 
farm during the three years immediately preceding the year for which 
such allotment is determined, adjusted as may be necessary for ab- 
normal conditions affecting plantings during such three-year period: 
Provided, That the county committee may in its discretion limit any 
farm acreage allotment established under ‘the provisions of this para- 
graph for any year to an acreage not in excess of 50 per centum of the 
cropland on the farm, as determined pursuant to the provisions of 
paragraph (2) of this subsection: Provided further, That any part of 
the county acreage allotment not apportioned under this paragraph by 
reason of the initial application of such 50 per centum limitation shall 
be added to the county acreage reserve under paragraph (3) of this 
subsection and shall be available for the purpose specified therein. 
If the county acreage allotment is apportioned among the farms of 
the county in accor dance with the provisions of this paragraph, the 
acreage reserved under paragraph (3) of this subsection may be used 
to make adjustments so as to establish allotments which are fair and 
reasonable to farms receiving allotments under this paragraph in 
relation to the factors set forth in paragraph (3). 

(7) Notwithstanding the foregoing provisions of paragraphs (2) 
and (6) ) of this subsection, the Se cretary may, if he determines that 
such action will facilitate the effective administration of the provi- 
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sions of the Act, provide for the county acreage allotment for 1959, 
1960, and 1961, less the acreage reserved under paragraph (3) of this 
subsection, to be apportioned to farms on which cotton has been 
planted in any one of the three years immediately preceding the year 
for which such allotment is determined, on the basis of the farm acre- 
age allotment for the year immediately preceding the year for which 
such apportionment is made, adiaahat as may be necessary for any 
change in the acreage of cropland available for the production of 
cotton: Provided, That the State and county bases for apportioning 
the acreage reserve provided for in subsection (6) of this section for 
establishing minimum farm allotments pursuant to paragraph (1) of 
this subsection shall be the same as those detoominal by the Secretary 
in apportioning such reserves in establishing 1958 farm cotton acreage 
allotments. 

(g) Notwithstanding the foregoing provisions of this section— 

(1) State, county, and farm acreage allotments and yields for 
cotton shall be established in conformity with Public Law 28, 
Eighty-first Congress. 

(2) In apportioning the county allotment among the farms 
within the county, the Secretary, through the local committees, 
shall take into consideration different conditions within separate 
administrative areas within a county if any exist, including 
types, kinds, and productivity of the soil so as to prevent dis- 
crimination among the administrative areas of the county. 

(3) For any farm on which the acreage planted to cotton in 
any year is less than the farm acreage allotment for such year 
by not more than the larger of 10 per centum of the allotment 
or one acre, an acreage equal to the farm acreage allotment shall be 
deemed to be the acreage planted to cotton on such farm, and the 
additional acreage added to the cotton acreage history for the 
farm shall be added to the cotton acreage history for the county 
and State. 

(h) Notwithstanding any other provision of this section, the county 
committee, upon application by the owner or operator of the farm, 
(1) may establish an allotment for any cotton farm acquired in 1940 or 
thereafter for nonfarming purposes by the United States or any State 
or agency thereof which has been returned to agricultural production 
but which is not eligible for an allotment under paragraph (1) or (2) 
of subsection (f) of this section, and (2) shall establish an allotment 
for any farm within the State owned or operated by the person from 
whom a cotton farm was acquired in such State in 1940 or thereafter 
for a governmental or other public purpose: Provided, That no allot- 
ment shall be established for any such farm unless application therefor 
is filed within three years after acquisition of such farm by the appli- 
cant or within three years after the enactment of this Act, whichever 
period is longer: And provided further, That no person shall be enti- 
tled to receive an allotment under both (1) and (2) of this subsection. 
The allotment so made for any such farm shall compare with the 
allotments established for other farms in the same area which are 
similar, taking into consideration the acreage allotment, if any, of 
the farm so acquired, the land, labor, and equipment available for 
the production of cotton, crop rotation practices, and the soil and 
other physical facilities affecting the production of cotton. Except 
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to the extent that the production on any such farm has contributed 
to the county and State allotments, any allotment established pursuant 
to this subsection shall be in addition to the acreage allotments other- 
wise established for the county and State under this Act, and the 
production from the additional acreage so allotted shall be in addition 
to the national marketing quota. In any county in which a major 
flood-control reservoir constructed by the United States Government 
shall have been located wholly or in part, acreage allotments for the 
slower agen of cotton on the lands within such reservoir, which lands, 

ecause of permanent or perennial flooding occasioned by the con- 
struction of such reservoir, shall be unfit for further cotton production, 
may be reallocated, within the discretion of the county committee, 
to other lands within the county as will in the opinion of said com- 
mittee best serve the public interest. 

(i) Notwithstanding any other provision of this Act, any acreage 
planted to cotton in excess of the farm acreage allotment shall not be 
taken into account in establishing State, county, and farm acreage 
allotments. 

(j) Notwithstanding any other provision of this Act, State and 
county committees shall make available for inspection by owners or 
operators of farms receiving cotton acreage allotments all records 
pertaining to cotton acreage allotments and marketing quotas. 

(k) Notwithstanding any other provision of this section except 
subsection (g) (1), there shall be allotted to each State for which an 
allotment is made under this section not less than the smaller of (A) 
four thousand acres or (B) the highest acreage planted to cotton in 
any one of the three calendar years immediately preceding the year for 
which the allotment is made. 

(1) (This subsection relating to war crops under Public Law 12, 
Seventy-ninth Congress, does not apply to the 1955 and succeeding 
crops of cotton.) 

m) Notwithstanding any other provision of law— 

tr) The national acreage allotment established under subsection 
(a) of this section for the 1954 crop of cotton shall be increased to 
twenty-one million acres and apportioned to the States in the same 
manner in which the national acreage allotment heretofore established 
for 1954 was apportioned to the States. In addition to such increased 
national acreage allotment, and in order to provide equitable adjust- 
ments in 1954 farm acreage allotments, (A) three bude and fifteen 
thousand additional acres shall be prorated as follows: one-half to the 
States of Arizona, California, and New Mexico, and one-half to the 
other States (excluding those which received a minimum allotment 
under subsection (k) of this section), the proration of each half being 
made to the States participating therein on the basis of their respec- 
tive shares of the increased national acreage allotment, and (B) such 
additional acreage shall be added as may a required to provide each 
State a total allotment under subsection (b) of this section and the 
provisions of this paragraph of not less than 66 per centum of the 
acreage planted to cotton in the State in 1952. The additional acre- 
age made available to States under clause (B) of the preceding sen- 
tence shall not be taken into account in establishing future State 
acreage allotments. The additional acreage made available to States 
under the provisions of this paragraph (1) shall be apportioned to 
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counties on the basis of their respective shares of the State acreage 
allotment heretofore apportioned pursuant to subsection (e) of this 
section, and the additional acreage shall be apportioned to farms pur- 
suant to the provisions of subsection (f) of this section: Provided, 
That, if the county committee determines that such action will result 
in a more equitable distribution of the additional county allotment 
among farms in the county, the additional acreage shall be appor- 
tioned by the county committee to farms so as to provide each farm 
with an allotment equal to the larger of 65 per centum of the average 
acreage planted to cotton on the farm in 1951, 1952, and 1953 (as de- 
termined by the county committee in establishing allotments under 
subsection ( f) of this section) or 40 per centum of the highest acreage 
planted to cotton on the farm in any one of such three years as so 
determined: Provided, That the State committee in each State shall 
limit such increase based on the system of farming, soil, crop-rotation 
yractices, and other physical factors affecting production in such 

tate, to an acreage not in excess of 50 per centum of the cropland on 
the farm, as determined under regulations heretofore prescribed by 
the Secretary. If the additional acreage is insufficient to meet the 
total of the farm increases so computed, such farm increases shall be 
reduced pro rata to the additional acreage available to the county; if 
the additional acreage available to the county is in excess of the total 
of the farm increases so computed the acreage remaining after making 
such increases shall be allotted to farms pursuant to the provisions of 
subsection (f) (3). Notwithtanding the foregoing provisions of this 
paragraph, if the State committee determines that such action will re- 
sult in a more equitable distribution of the additional acreage made 
available to the State under this paragraph (1) it shall apportion such 
additional allotment directly to farms so as to provide each farm 
with an allotment equal to the larger of 65 per centum of the average 
acreage planted to cotton on the farm in 1951, 1952, and 1953 (as de- 
termined by the county committee in establishing allotments under 
subsection (f) of this section) or 40 per centum of the highest acreage 
planted to cotton on the farm in any one of such three years as so de- 
termined: Provided, That the State committee in each State shall 
limit such increase based on the system of farming, soil, crop-rotation 

ractices, and other physical factors affecting production in such 

tate, to an acreage not in excess of 50 per centum of the cropland 
on the farm, as determined under regulations heretofore prescribed 
by the Secretary: Provided, That if the State total of the farm in- 
creases so computed exceeds the additional acreage made available to 
the State under this paragraph, such farm increases shall be reduced 
pro rata to the additional acreage available to the State. Any acreage 
unallotted to farms because of the limitations contained in the pre- 
ceding sentence shall be apportioned by the State committee to counties 
on the basis of past acreages planted to cotton and shall be used by 
county committees for adjustments in farm allotments on the basis 
of one or more of the following: The past acreage of cotton on the 
farm, the percentage of cropland haretaloes determined under subsec- 


tion (f) (2) of this section, and the factors enumerated in subsection 
(f) (38) of this section. Before apportioning such unallotted acreage 
to counties as provided in the foregoing sentence, the State committee 
may, if it determines that such action is required to provide equitable 
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allotments within the State, apportion such unallotted acreage directly 
to farms to the extent required to provide each farm with the minimum 
allotment described in subsection (f) (1) of this section. Any part 
of the county allotment heretofore established for the 1954 crop which 
was not apportioned to farms because of the limitation contained in 
the proviso in subsection (f) (2) of this section shall be available to 
the State committee and used as provided above for apportionment 
of unallotted acreage to farms. The provisions of this subsection, ex- 
cept paragraph (2), shall not apply to extra long staple cotton covered 
by section 347 of this Act. 

(2) Any part of any farm cotton acreage allotment on which cot- 
ton will not be planted and which is voluntarily surrendered to the 
county committee shall be deducted from the allotment to such farm 
and may be reapportioned by the county committee to other farms 
in the same county receiving allotments in amounts determined by 
the county committee to be fair and reasonable on the basis of past 
acreage of cotton, land, labor, equipment available for the production 
of cotton, crop rotation practices, and soil and other physical facilities 
affecting the production of cotton. If all of the allotted acreage vol- 
untarily surrendered is not needed in the county, the county commit- 
tee may surrender the excess acreage to the State committee to be 
used for the same purposes as the State acreage reserve under sub- 
section (e) of this section. Any allotment transferred under this 
provision shall be regarded for the purposes of subsection (f) of this 
section as having been planted on the farm from which transferred 
rather than on the farm to which transferred, except that this shall 
not operate to make the farm from which the allotment was trans- 
ferred eligible for an allotment as having cotton planted thereon dur- 
ing the three-year base period: Provided, That notwithstanding any 
other provisions of law, any part of any farm acreage allotment may 
be permanently released in writing to the county committee by the 
owner and operator of the farm, and reapportioned as provided 
herein. Acreage surrendered, reapportioned under this paragraph, 
and planted shall be credited to the State and county in determinin 
future acreage allotments. The provisions of this paragraph shal 
apply also to extra long staple cotton covered by section 347 of this 
Act. 

(3) Notwithstanding any other provision of this section or other 
provision of law, the acreage allotted to any State for 1954 under the 
provisions of subsection (b) of this section and the provisions of para- 
graph (1) of this subsection which is less than one hundred thousand 
acres but more than thirty thousand acres shall be increased by an 
acreage equal to 15 per centum of the acreage allotted to it prior to 
the enactment of this subsection. Such acreage shall be used by the 
State committee as a reserve to make equitable adjustments in 1954 
farm acreage allotments on the basis of land, labor, equipment avail- 
able for the production of cotton, crop-rotation practices, past acre- 
ages of cotton, soil, and other physical factors affecting the production 
of cotton. 

(n) Notwithstanding any other provision of this Act, if the Secre- 
tary determines that because of a natural disaster a substantial portion 
of the 1958 farm cotton acreage allotments in a county cannot be 
timely planted or replanted, he may authorize the transfer of all or a 
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part of the cotton acreage allotment for any farm in the county so 
affected to another farm in the county or in an adjoining county on 
which one or more of the producers on the farm from which the trans- 
fer is to be made will be engaged in the production of cotton and will 
share in the proceeds thereof, in accordance with such regulations as 
the Secretary may prescribe. Acreage history credits for transferred 
acreage shall be governed by the provisions of subsection (m) (2) of 
this section pertaining to the release and reapportionment of acreage 
allotments. No transfer hereunder shall be made to a farm covered 
by a 1958 acreage reserve contract for cotton. 


FARM MARKETING QUOTAS 


Src. 345. The farm marketing quota for any crop of cotton shall be 
the actual production of the acreage planted to cotton on the farm 
less the farm marketing excess. The farm marketing excess shall be 
the normal production of that acreage planted to cotton on the farm 
which is in excess of the farm acreage allotment: Provided, That such 
farm marketing excess shall not be larger than the amount by which 
the actual production of cotton on the farm exceeds the normal pro- 
duction of the farm acreage allotment, if the producer establishes 
such actual production to the satisfaction of the Seulstury. 


PENALTIES 


Src. 346. (a) Whenever farm marketing quotas are in effect with 
respect to any crop of cotton, the producer shall be subject to a penalty 
on the farm se. ir excess at a rate per pound equal to 50 per 
centum of the parity price per pound for cotton as of June 15 of the 
calendar year in which such crop is produced. 

(b) The farm marketing excess of cotton shall be regarded as avail- 
able for marketing and the amount of penalty shall be computed upon 
the normal production of the acreage on the farm planted to cotton in 
excess of the farm acreage allotment. If a downward adjustment in 
the amount of the farm marketing excess is made pursuant to the 
proviso in section 345, the detonca abet the amount of the penalty 
computed upon the farm marketing excess before such adjustment and 
as Seal upon the adjusted farm marketing excess shall be re- 
turned to or allowed the producer. 

(c) The person liable for payment or collection of the penalty shall 
be liable also for interest thereon at the rate of 6 per centum per 
annum from the date the penalty becomes due until the date of pay- 
ment of such penalty. 

(d) Until the penalty on the farm marketing excess is paid, all 
cotton produced on the farm and marketed by the producer shall be 
subject to the penalty provided by this section and a lien on the entire 
crop of cotton produced on the farm shall be in effect in favor of the 
United States. 


LONG STAPLE COTTON 


Src. 347. (a) Except as otherwise provided by this section, the pro- 
visions of the Part shall not apply to extra long staple cotton which 
is produced from pure strain varieties of the Barbadense species, or 
and hybrid thereof, or other similar types of extra long staple cotton 
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designated by the Secretary having characteristics needed for various 
end uses for which American upland cotton is not suitable, and grown 
in irrigated cotton-growing regions of the United States designated 
by the Secretary or other areas designated by the Secretary as suitable 
for the production of such varieties or types. 

(b) 1enever during any calendar year, not later than October 15, 
the Secretary determines that the total supply of cotton described in 
subsection (a) for the marketing year beginning in such calendar year 
will exceed the normal supply thereof for such marketing year by more 
than 8 per centum, the Secretary shall proclaim such fact and a na- 
tional marketing quota shall be in effect for the crop of such cotton 
produced in the next calendar year. The Secretary shall also deter- 
mine and specify in such proclamation the amount of the national 
marketing quota in terms of the quantity of cotton described in sub- 
section (a) adequate to make available a normal supply of cotton, 
taking into account (1) the estimated carry-over at the beginning of 
the marketing year which begins in the next calendar year, and (2) the 
estimated imports during such marketing year. The national mar- 
keting quota for cotton described in subsection (a) for any year shall 
not be less than the larger of thirty thousand bales or a number of bales 
equal to 30 per centum of the estimated domestic consumption plus 
exports of such cotton for the marketing year beginning in the calen- 
dar year in which such quota is proclaimed. 

(c) All provisions of this Act, except section 342, subsection (h), 
(k), and (1) of section 344, the parenthetical provisions relating to 
acreages regarded as having been planted to cotton, and the provisions 
relating to minimum small farm allotments, shall, insofar as appli- 
cable, apply to marketing quotas and acreage allotments authorized by 
this section : Provided, That the applicable penalty rate for such cotton 
under section 346 shall be the a of 50 per centum of the parity 
price or 50 per centum of the support price for extra long staple cotton 
as of the date specified therein. 

(d) Unless marketing quotas are in effect under subsection (b) of 
this section, the penalty provisions of section 346 shall not apply to 
— cotton the staple of which is one and one-half inches or more in 
ength. 

(e) The exemptions authorized by subsections (a) and (d) of this 
section shall not apply unless (1) the cotton is ginned on a roller-type 
gin or (2) the Secretary authorizes the cotton to be ginned on another 
type gin for experimental purposes or to prevent loss of the cotton 
due to frost or other adverse condition. 


PART V—MARKETING QUOTAS—RICBE 
LEGISLATIVE FINDING 


Sec. 351. (a) The marketing of rice constitutes one of the great 
basic industries of the United States with ramifying activities which 
directly affect interstate and foreign commerce at every point, and 
stable conditions therein are necessary to the general welfare. Rice 
produced for market is sold on a Nation-wide market, and, with its 
products, moves almost wholly in interstate and foreign commerce 
from the producer to the ultimate consumer. The farmers producing 
such commodity are subject in their operations to uncontrollable 
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natural causes, in many cases such farmers carry on their farmin 
operations on borrowed money or leased lands, and are not so situate 
as to be able to organize effectively, as can labor and industry, through 
unions and corporations enjoying Government sanction and protection 
for joint economic action. For these reasons, among others, the 
farmers are unable without Federal assistance to control effectively 
the orderly marketing of such commodity with the result that ab- 
normally excessive supplies thereof are produced and dumped in- 
discriminately on the Nation-wide market. 

(b) The disorderly marketing of such abnormally excessive sup- 
lies affects, burdens, and obstructs interstate and foreign commerce 
y (1) materially affecting the volume of such commodity marketed 

therein, (2) disrupting the orderly marketing of such commodity 
therein, (3) reducing the prices for such commodity with consequent 
injury and destruction of such commerce in such commodity, and 
(4) causing a disparity between the prices for such commodity in 
interstate and foreign commerce and industrial products therein, with 
a consequent diminution of the volume of interstate and foreign 
commerce in industrial products. 

(c) Whenever an abnormally excessive supply of rice exists, the 
marketing of such commodity by the producers thereof directly and 
substantially affects interstate and foreign commerce in such com- 
modity and its products, and the operation of tne provisions of this 
Part becomes necessary and appropriate in order to promote, foster, 
and maintain an orderly flow of such supply in interstate and foreign 
coinmerce. 


NATIONAL ACREAGE ALLOTMENT 


Src. 352. The national acreage allotment of rice for any calendar 
ear shall be that acreage which the Secretary determines will, on the 
asis of the national average yield of rice for the five calendar years 

immediately preceding the calendar year for which such national 
average yield is determined, produce an amount of rice adequate, 
together with the estimated carry-over from the marketing year ending 
in such calendar year, to make available a supply for the marketing 
year commencing in such calendar year not less than the normal sup- 
ply: Provided, however, That for 1956 no national acreage allotment 
shall be established which is less than 85 per centum of the final allot- 
ment established for the immediately preceding year. Such national 
acreage allotment shall be proclaimed not later than December 31 of 
each year. 


APPORTIONMENT OF NATIONAL ACREAGE ALLOTMENT 


Src. 353. (a) The national acreage allotment of rice for each calen- 
dar year, less a reserve of not to exceed 1 per centum thereof for 
apportionment by the Secretary as provided in this subsection, shall 
be apportioned by the Secretary among the several States in which 
rice is produced in proportion to the average number of acres of rice 
in each State during the five-year period immediately preceding the 
calendar year for which such national acreage allotment of rice is 
determined (plus, in applicable years, the acreage diverted under 
previous agricultural adjustment and conservation programs) with 
adjustments for trends in acreage during the applicable period. The 
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Secretary shall provide for the apportionment of the reserve acreage 
set aside pursuant to this subsection to farms receiving allotments 
which are inadequate because of an insufficient State or county acreage 
allotment or because rice was not planted on the farm during all of the 
preceding five years. Notwithstanding the foregoing provisions of 
this subsection, the reserve acreage set aside for the 1950 crop pursuant 
to this subsection shall not exceed one-half of 1 per centum and shall be 
in addition to the 1950 national acreage allotment as heretofore pro- 
claimed by the Secretary and apportioned by him among the several 
rice-producing States and shall be available for apportionment to new 
farms without regard to the limitation contained in subsection (b) 
of this section. 

(b) The State acreage allotment shall be apportioned to farms 
owned or operated by persons who have produced rice in the State in 
any one of the five calendar years immediately preceding the year for 
which such apportionment is made on the basis of past production of 
rice in the State by the producer on the farm taking into consideration 
the acreage allotments previously established in the State for such 
owners or operators; abnormal conditions affecting acreage; land, 
labor, and equipment available for the production of rice; crop rota- 
tion practices; and the soil and other physical factors affecting the 
production of rice: Provided, That if the State committee recommends 
such action and the Secretary determines that such action will facili- 
tate the effective administration of the Act, he may provide for the 
apportionment of part or all of the State acreage allotment to farms 
on which rice has been produced during any one of such period of 
years on the basis of the foregoing factors, using past production of 
rice on the farm and the acreage allotments previously established for 
the farm in lieu of past production of rice by the producer and the 
acreage allotments previously established for such owners or oper- 
ators: Provided further, That if the Secretary determines that part 
of the State acreage allotment shall be apportioned on the basis of 
past production of rice by the producer on the farm and part on the 
basis of the past production of rice on the farm, he shall divide the 
State into two administrative areas, to be designated “producer ad- 
ministrative area” and “farm administrative area”, respectively, 
which areas shall be separated by a natural barrier which would pre- 
vent each area from being readily accessible to rice producers in one 
area for producing rice in the other area, and each such area shall be 
composed of whole counties. Not more than 3 per centum of the State 
acreage allotment shall be apportioned among farms operated by 
persons who will produce rice in the State during the calendar year 
for which the allotment is made but who have not produced rice in 
the State in any one of the past five years, on the basis of the applicable 
apportionment factors set forth herein: Provided, That in any State 
in which allotments are established for farms on the basis of past 
production of rice on the farm such percentage of the State acreage 
allotment shall be apportioned among the farms on which rice is to be 
planted during the calendar year for which the apportionment is 
made but on which rice was not planted during any of the past five 
years, on the basis of the applicable apportionment factors set forth 
herein. In determining the eligibility of any producer or farm 
for an allotment as an old producer or farm under the first sentence of 
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this subsection or as a new producer or farm under the second sentence 
of this subsection, such producer or farm shall not be considered to 
have produced rice on any acreage which under subsection (c) (2) is 
either not to be taken into account in establishing acreage allotments 
or is not to be credited to such producer. For purposes of this section 
in States which have been divided into administrative areas pursuant 
to this subsection the term “State acreage allotment” shall be deemed 
to mean that part of the State acreage allotment apportioned to each 
administrative area and the word “State” shall be deemed to mean 
“administrative area”, wherever applicable. 
(c) Notwithstanding any other provisions of this Act— 

(1) If farm acreage allotments are established by using past 
production of rice on the farm and the acreage allotments pre- 
viously established for the farm in lieu of past production of rice 
by the producer and the acreage allotments previously established 
for owners or operators, the State acreage allotment shall be ap- 
portioned among counties in the State on the same basis as the 
national acreage allotment is apportioned among the States and 
the county acreage allotments shall be apportioned to farms on 
the basis of the applicable factors set forth in subsection (b) of 
this section: Provided, That if the State is divided into adminis- 
trative areas pursuant to subsection (b) of this section the allot- 
ment for each administrative area shall be determined by 
apportioning the State acreage allotment among counties as pro- 
vided in this subsection and totaling the allotments for the coun- 
ties in such area: Provided, That the State committee may reserve 
not to exceed 5 per centum of the State allotment, which shall 
be used to make adjustments in county allotments for trends in 
acreage and for abnormal conditions affecting plantings; 

(2) Any acreage planted to rice in excess of the farm acreage 
allotment shall not be taken into account in establishing State, 
county, and farm acreage allotments. 

In determining the past production of rice by producers on a 
farm for the purpose of establishing farm acreage allotments for 
the 1956 and subsequent crops, the acreage of rice on the farm for 
any year for which farm acreage allotments were in effect shall be 
divided among the producers thereon in the proportion in which 
they contributed to the farm acreage allotment. 

(3) Each of the State acreage allotments for 1955 heretofore 
proclaimed by the Secretary shall be increased by 2 per centum 
or by such greater acreage as may be necessary to provide such 
State with an allotment equal to its 1950 allotment. In any State 
having county acreage allotments for 1955 (i) the increase in 
the State allotment shall be apportioned among counties in the 
State on the same basis as the State allotment was heretofore 
apportioned among the counties, but without regard to adjust- 
ments for trends in acreage, and (ii) the 1955 allotment for any 
county in which the 1950-1954 average planted plus diverted 
acreage of rice, adjusted for trends in acreage, exceeds the 1945- 
1949 average planted acreage of rice, similarly adjusted, by more 
than 2 per centum shall then be further increased by such addi- 
tional acreage as may be necessary to provide such county with 
an allotment equal to its 1950 allotment. The increases in the 
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county acreage allotments and the increases in the State allot- 
ments, where county allotments are not determined, shall be used 
to establish farm acreage allotments which are fair and reasonable 
in relation to the applicable allotment factors specified in sub- 
section (b) of this section and to correct inequities and prevent 
hardships. 

(4) The reserve acreage made available for 1955 in any State 
for apportionment to farms operated by persons who have not 
produced rice during the preceding five years or on which rice 
has not been planted in the preceding five years shall not be less 
than five hundred acres; and the additional acreage necessary 
to provide such minimum reserve acreages shall be in addition 
to the National and State acreage allotments. 

(5) Each of the State acreage allotments for 1956 heretofore 
proclaimed by the Secretary, after adding thereto any acreage 
apportioned to farms in the State from the reserve acreage set 
aside pursuant to subsection (a) of this section, shall be increased 
by such amount as may be necessary to provide such State with 
an allotment of not less than 85 per centum of its final allotment 
established for 1955. Any additional acreage required to pro- 
vide such minimum allotment shall be additional to the national 
acreage allotment. In any State having county acreage allot- 
ments for 1956, the increase in the State allotment shall be appor- 
tioned among counties in the State on the same basis as the State 
allotment was heretofore apportioned among the counties, but 
without regard to adjustments for trends in acreage. 

(6) The national acreage allotments of rice for 1957 and 1958 
shall be not less than the national acreage allotment for 1956, 
including any acreage allotted under paragraph (5) of this sub- 
section, and such national allotments for 1957 and 1958 shall be 
apportioned among the States in the same proportion that they 
shared in the total acreage allotted in 1956. 

(7) The national acreage allotments of rice for 1959, 1960, and 
1961 shall be not less than the national acreage allotment for 
1958, and such national allotments for 1959, 1960, and 1961 shall 
be apportioned among the States in the same proportion that 
they shared in the total acreage allotted in 1958. 

(d) The provisions of this part shall not apply to nonirrigated rice 
produced on any farm on which the acreage planted to nonirrigated 
rice does not exceed three acres or to rice produced outside the con- 
tinental United States. 

(e) Any part of the farm rice acreage allotment on which rice will 
not be planted and which is voluntarily surrendered to the county 
committee shall be deducted from the allotment to such farm and may 
be reapportioned by the county committee to other farms in the same 
county receiving allotments in amounts determined by the county 
committee to be fair and reasonable on the basis of the past production 
of rice by the producers on the farm or the past production of rice on 
the farm, as the case may be; acreage allotments previously established 
for the farm or for the producers on the farm, as the case may be; 
abnormal conditions affecting acreage; land, labor, water, and equip- 
ment available for the production of rice; crop-rotation practices; 
and the soil and other physical factors affecting the production of rice. 
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Any allotment surrendered under this provision shall be regarded for 
the purposes of subsection (b) of this section as having been planted on 
the farm from which surrendered, except that this shall not operate to 
make the farm from which the allotment was surrendered eligible for 
an allotment as having rice planted thereon, or to make any producer 
thereon eligible for an allotment as having produced rice, during the 
five-year base period. 

(f{) Notwithstanding any other provision of this section, the acre- 
age allotment established, or which would have been established, for 
a farm or any part thereof which is removed from agricultural pro- 
duction because of acquisition in 1955 or thereafter by any Federal, 
State, or other agency having a right of eminent domain shall be 
placed in an allotment pool and shall be used only to establish allot- 
ments for other farms owned or acquired by the owner of the farm 
or any part thereof so acquired by such agency: Provided, That such 
owner must make application therefor within three years after the 
end of the calendar year in which such farm or any part thereof was 
removed from agricultural production: Provided further, That the 
allotment so made for any farm, including a farm on which rice has 
not been planted to any of the five crops of rice preceding the crop 
for which the allotment is made, after taking into consideration the 
allotment acreage which was placed in the pool from the farm or any 
part thereof acquired from the applicant, shall be comparable with 
the allotments established for other farms in the same area which are 
similar except for the past acreage of rice. 


MARKETING QUOTAS 


Sec. 354. (a) Whenever in any calendar year the Secretary deter- 
mines that the total supply of rice for the marketing year beginning 
in such calendar year will exceed the normal supply for such mar- 
keting year by more that 10 per centum, the Secretary shall not later 
than December 31 of such salenline year proclaim such fact and mar- 
keting quotas shall be in effect for the crop of rice produced in the 
next calendar year. 

(b) Within thirty days after the date of the issuance of the procla- 
mation specified in subsection (a) of this section, the Secretary shall 
conduct a referendum by secret ballot of farmers engaged in the 
production of the immediately preceding crop of rice to determine 
whether such farmers are in favor of or opposed to such quotas. lf 
more than one-third of the farmers voting in the referendum oppose 
such quotas the Secretary shall, prior to the 15th day of February, 
proclaim the result of the referendum and such quotas shall become 
ineffective. 


AMOUNT OF FARM MARKETING QUOTA 


Sec. 355. The farm marketing quota for any crop of rice shall be 
the actual production of rice on the farm less the normal production 
of the acreage planted to rice on the farm in excess of the farm acre- 
age allotment. The normal production from such excess acreage shall 
be known as the “farm marketing excess”: Provided, That the farm 
marketing excess shall not be larger than the amount by which the 
actual production of rice on the farm exceeds the normal production 
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of the farm acreage allotment if the producer establishes such actual 
production to the satisfaction of the Secretary. 


PENALTIES AND STORAGE 


Sec. 356 (a) Whenever farm marketing quotas are in effect with 
respect to any crop of rice, the producer shall be subject to a penalty 
on the farm marketing excess at a rate per pound equal to 50 per 
centum of the parity price per pound for rice as of June 15 of the 
calendar year in which such crop is produced. Effective beginning 
with the 1958 crop, the rate of penalty on rice shall be 65 per centum 
of the parity price per pound for rice as of June 15 of the calendar 
year in which the crop is produced. 

(b) The farm marketing excess of rice shall be regarded as avail- 
able for marketing and the amount of penalty shall be computed 
upon the normal production of the acreage on the farm planted to 
rice in excess of the farm acreage allotment. If a downward adjust- 
ment in the amount of the farm marketing excess is made pursuant 
to the proviso in section 355, the difference betwen the amount of the 
penalty computed upon the farm marketing excess before such adjust- 
ment and as computed upon the adjusted marketing excess shall be 
returned to or allowed the producer. 

(c) The person liable for payment or collection of the penalty shall 
be liable also for interest thereon at the rate of 6 per centum per 
annum from the date the penalty becomes due until the date of pay- 
ment of such penalty. 

(d) Until the penalty on the farm marketing excess is paid, post- 
poned, or avoided, as provided herein, all rice produced on the farm 
and marketed by the producer shall be subject to the penalty provided 
by this section and a lien on the entire crop of rice produced on the 
farm shall be in effect in favor of the United States. 

(e) The penalty on the farm marketing excess on any crop of rice 
may be avoided or postponed by storage or by disposing of the com- 
modity in such other manner, not inconsistent with the purposes of 
this Act, as the Secretary shall prescribe, including, in the discretion 
of the Secretary, delivery to Commodity Credit Corporation or any 
other agency within the Department. The Secretary shall issue regu- 
lations governing such storage or other disposition. Unless otherwise 
specified by the Secretary in such regulations, any quantity of rice so 
stored or otherwise disposed of shall be of those types and grades which 
are representative of the entire quantity of rice produced on the farm. 
Upon failure so to store or otherwise dispose of the farm marketing 
excess of rice within such time as may be determined under regulations 
prescribed by the Secretary, the penalty on such excess shall become 
due and payable. Any rice delivered to any agency of the Depart- 
ment pursuant to this subsection shall become the property of the 
agency to which delivered and shall be disposed of at the direction of 
the Secretary in a manner not inconsistent with the purposes of this 
Act. 

(f) Subject to the provisions of subsection (g) of this section, the 
penalty upon the farm marketing excess stored pursuant to this section 
shall be paid by the producer at the time and to the extent of any de- 
pletion in the amount so stored except depletion resulting from some 
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cause beyond the control of the producer or from substitution of the 
commodity authorized by the Secretary. 

(gz) (1) If the planted acreage of the then current crop of rice for 
any farm is less than the farm acreage allotment, the amount of the 
commodity from any previous crop of rice stored to postpone or avoid 
payment of the penalty shall be reduced by an amount equal to the 
normal production of the number of acres by which the farm acreage 
allotment exceeds the acreage planted to rice. 

(2) If the actual roduction of the acreage of rice on any farm on 
which the acreage of ri rice is within the farm acreage allotment is less 
than the normal ‘production of the farm acreage allotment, the amount 
of rice from any previous crop stored to postpone or avoid payment 
of the penalty shall be reduced by an amount which, together with the 
actual production of the then current crop will equal the normal pro- 
duction of the farm acreage allotment: Provided, That the reduction 
under this paragraph shall not exceed the amount by which the normal 
production of the farm acreage allotment less any reduction made 
under paragraph (1) of this subsection is in excess of the actual pro- 
duction of the acreage planted to rice on the farm. 

(h) Whenever, in any marketing year, marketing quotas are not 
in effect with respect to the crop of rice produced in the calendar year 
in which such marketing year begins, all marketing quotas applicable 
to previous crops of rice shall be terminated, effective as of the first 
day of such marketing year. Such termination shall not abate any 
penalty previously incurred by a producer or relieve any buyer of the 
duty to remit penalties previously collected by him. 


PART VI—MARKETING QUOTAS—PEANUTS 
LEGISLATIVE FINDINGS 


Sec. 357. The production, marketing, and processing of peanuts 
and peanut products employs a large number of persons and is of 
national interest. The movement of peanuts from producer to con- 
sumer is preponderantly in interstate and foreign commerce, and, 
owing to causes beyond their control, the farmers producing such com- 
modity and the persons engaged in the marketing and processing 
thereof are wieable to regulate effectively the orderly marketing of 
the commodity. As the quantity of peanuts marketed in the channels 
of interstate and foreign commerce increases above the quantity of 
peanuts needed for cleaning and shelling, the prices at which all 
peanuts are marketed are depressed to low levels. These low prices 
tend to cause the quantity of peanuts available for marketing in later 
years to be less than normal, which in turn tends to cause relatively 
high prices. This fluctuation of prices and marketings of peanuts 
creates an unstable and chaotic condition in the marketing of peanuts 
for cleaning and shelling and for crushing for oil in the ‘channels of 
interstate and foreign commerce. Since these unstable and chaotic 
conditions have existed for a period of years and are likely, without 
proper regulation, to continue to exist, it is imperative that the market- 
ing of peanuts for cleaning and shelling and for crushing for oil in 
interstate and foreign commerce be regulated in order to protect pro- 
ducers, handlers, processors, and consumers. 
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Src. 358. (a) Between July 1 and December 1 of each calendar year 
the Secretary shall proclaim the amount of the national marketing 
- for peanuts for the crop produced in the next succeeding calen- 

ar year in terms of the total quantity of peanuts which will make 
available for marketing a supply of peanuts from the crop with re- 
spect to which the quota is proclaimed equal to the average quantity 
of peanuts harvested for nuts during the five years immediately pre- 
ceding the year in which such quota is proclaimed, adjusted for cur- 
rent trends and prospective demand conditions, and the quota so pro- 
claimed shall be in effect with respect to such crop. The national 
marketing quota for peanuts for any year shall be converted to a na- 
tional acreage allotment by dividing such quota by the normal yield 
per acre of peanuts for the United States determined by the Secretary 
on the basis of the average yield per acre of peanuts in the five year's 
preceding the year in which the quota is proclaimed, with such adjust- 
ments as may be found necessary to correct for trends in yields and 
for abnormal conditions of production affecting yields in such five 
years: Provided, That the national marketing quota established for the 
crop produced in the calendar year 1941 shall be a quantity of peanuts 
sufficient to provide a national acreage allotment of not less than 
one million six hundred and ten thousand acres, and that the national 
marketing quota established for any subsequent year shall be a quan- 
tity of peanuts sufficient to provide a national acreage allotment of not 
less than that established for the crop produced in the calendar year 
1941. 

(b) Not later than December 15 of each calendar year the Secretary 
shall conduct a referendum of farmers engaged in the production of 
peanuts in the calendar year in which the referendum is held to deter- 
mine whether such farmers are in favor of or opposed to marketing 
quotas with respect to the crops of peanuts produced in the three cal- 
endar years immediately following the year in which the referendum 
is held, except that, if as many as two-thirds of the farmers voting 
in any referendum vote in favor of marketing quotas, no referendum 
shall be held with respect to quotas for the second and third years of 
the period. The Secretary shall proclaim the results of the referendum 
within thirty days after the date on which it is held, and, if more than 
one-third of the farmers voting in the referendum vote against market- 
ing quotas, the Secretary also shall proclaim that marketing quotas 
will not be in effect with respect to the crop of peanuts produced in the 
calendar year immediately following the calendar year in which the 
referendum is held. 

(c) (1) The national acreage allotment for 1951, less the acreage 
to be allotted to new farms under subsection (7) of this section, shall 
be apportioned among the States on the basis of the larger of the fol- 
lowing for each State: (a) The acreage allotted to the State as its 
share of the 1950 national acreage allotment of two million one hun- 
dred thousand acres, or (b) the State’s share of two million one 
hundred thousand acres apportioned to States on the basis of the 
average acreage harvested for nuts in each State in the five years 
1945-49: Provided, That any allotment so determined for any State 
which is less than the 1951 State allotment announced by the Secretary 
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prior to the enactment of this Act shall be increased to such announced 
allotment and the acreage required for such increases shall be in addi- 
tion to the 1951 national acreage allotment and shall be considered in 
determining State acreage allotments in future years. For any year 
subsequent to 1951, the national acreage allotment for that year, less 
the acreage to be allotted to new farms under subsection (f) of this 
section, shall be apportioned among the States on the basis of their 
share of the national acreage allotment for the most recent year in 
which such apportionment was made. 

(2) Notwithstanding any other provision of law, if the Secretary 
of Agriculture determines, on the basis of the average yield per 
acre of peanuts by types during the preceding five years, adjusted for 
trends in yields and abnormal conditions of production affecting 
yields in such five years, that the supply of any type or types of pea- 
nuts for any marketing year, beginning with the 1951-52 marketing 
year, will be insufficient to meet the estimated demand for cleaning and 
shelling purposes at prices at which the Commodity Credit Corpora- 
tion may sell for such purposes peanuts owned or controlled by it, 
the State allotments for those States producing such type or types 
of peanuts shall be increased to the extent determined by the Secretary 
to be required to meet such demand but the allotment for any State 
may not be increased under this provision above the 1947 harvested 
acreage of peanuts for such State. The total increase so determined 
shall ce apportioned among such States for distribution among farms 
producing peanuts of such type or types on the basis of the avera 
acreage of peanuts of such type or types in the three years immediate 

receding the year for which the allotments are being detepnained 

he additional acreage so required shall be in addition to the national 
acreage allotment, the production from such acreage shall be in addi- 
tion to the national marketing quota, and the increase in acrea 
allotted under this provision shall not be considered in establish- 
ing future State, county, or farm acreage allotments. 

(d) The Secretary shall provide for apportionment of the State 
acreage allotment for any State through local committees among 
farms on which peanuts were grown in any of the three years immedi- 
ately preceding the year for which such allotment is determined. The 
State acreage allotment for 1952 and any subsequent year shall be 
apportioned among farms on which peanuts were produced in an 
one of the 3 calendar years immediately preceding the year for which 
such apportionment is made, on the basis of the following: Past acre- 
age of peanuts, taking into consideration the acreage allotments previ- 
ously established for the farm; abnormal conditions affecting acreage; 
lnc labor, and equipment available for the production of peanuts; 
crop-rotation practices; and soil and other physical factors affecting 
the production of peanuts. Any acreage of peanuts harvested in 
excess of the allotted acreage for any farm for any year shall not be 
considered in the establishment of the allotment for the farm in suc- 
ceeding years. The amount of the marketing quota for each farm shall 
be the actual production of the farm acreage allotment, and no peanuts 
shall be marketed under the quota for any farm other than peanuts 
actually produced on the farm. 

(e) N otwithstanding the foregoing provisions of this section, the 
Secretary may, if the State committee recommends such action and 
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the Secretary determines that such action will facilitate the effective 
administration of the provisions of the Act, provide for the appor- 
tionment of the State acreage allotment for 1952 and any subsequent 
year among the counties in the State on the basis of the past acreage 
of peanuts harvested for nuts (excluding acreage in excess of farm 
allotments) in the county during the five years immediately preceding 
the year in which such epportionment is made, with such adjustments 
as are deemed necessary for abnormal conditions affecting acreage, for 
trends in acreage, and for additional allotments for types of peanuts 
in short supply under the provisions of subsection (c). The county 
acreage allotment shall be apportioned among farms on the basis of 
the factors set forth in subsection (d) of this section. 

(f) Not more than one per centum of the national acreage allotment 
shall be apportioned among farms on which peanuts are to be pro- 
duced during the calendar year for which the allotment is made but 
on which peanuts were not produced during any one of the past three 
years, on the basis of the folowing: Past peanut-producing experi- 
ence by the producers; land, labor, and equipment available for the 
production of peanuts; crop-rotation practices; and soil and other 
physical factors affecting the production of peanuts. 

(g) Any part of the acreage allotted to individual farms under 
the provisions of this section on which peanuts will not be produced 
and which is voluntarily surrendered to the county committee shall 
be deducted from the allotments to such farms and may be reappor- 
tioned by the county committee to other farms in the same county 
receiving allotments, in amounts determined by the county committee 
to be fair and reasonable on the basis of land, labor, and equipment 
available for the production of peanuts, crop-rotation practices, and 
soil and other physical factors affecting the production of peanuts. 
Any transfer of allotments under this provision shall not operate to 
reduce the allotment for any subsequent year for the farm from which 
acreage is transferred, except as the farm becomes ineligible for an 
allotment by failure to produce peanuts during a three-year period, 
and any such transfer shall not operate to increase the allotment for 
any subsequent year for the farm to which the acreage is transferred : 
Provided, That, notwithstanding any other provisions of this Act, 
any part of any farm acreage allotment may be permanently released 
in writing to the county committee by the owner and operator of the 
farm, and reapportioned as provided herein. 

(h) Notwithstanding any other provision of this section, the allot- 
ment determined or which would have been determined for any land 
which is removed from agricultural production in 1950 or any subse- 
quent year for any purpose because of acquisition by any Federal, 
State, or other agency having a right of eminent domain shall be 
placed in a pool and shall be available for use in providing equitable 
allotments for farms owned or acquired by owners displaced because 
of acquisition of their farms by such agencies. Upon application to 
the county committee, within five years from the date of such acquisi- 
tion of the farm, any owner so displaced shall be entitled to have an 
allotment for any other farm owned or acquired by him equal to an 
allotment which would have been determined for such other farm plus 
the allotment which would have been determined for the farm so 
acquired: Provided, That such allotment shall not exceed 50 per 
centum of the acreage of cropland on the farm. 
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The provisions of this section shall not be applicable if (a) there is 
any marketing quota penalty due with respect to the marketing of 
peanuts from the farm acquired by the Federal, State, or other agency 
or by the owner of the farm; (b) any peanuts produced on such farm 
have not been accounted for as required by the Secretary; or (c) the 
allotment next established for the farm acquired by the Federal, State, 
or other agency would have been reduced because of false or improper 
identification of peanuts produced on or marketed from such farm. 


MARKETING PENALTIES 


Src. 359. (a) The marketing of any peanuts in excess of the market- 
ing quota for the farm on which such peanuts are produced, or the 
marketing of peanuts from any farm for which no acreage allotment 
was determined, shall be subject to a penalty at a rate equal to 75 per 
centum of the support price for peanuts for the markeing year 
(August 1—July 31.) Such penalty shall be paid by the person who 
buys or otherwise acquires the peanuts from the producer, or if 
the peanuts are marketed by the producer through an agent, the 
penalty shall be paid by such agent, and such person or agent may 
deduct an amount equivalent to the penalty from the price paid to 
the producer. The Secretary may require collection of the penalty 
upon a portion of each lot of peanuts marketed from the farm equal 
to the proportion which the acreage of peanuts in excess of the farm- 
acreage allotment is of the total acreage of peanuts on the farm. If 
the person required to collect the penalty fails to collect such penalty, 
such person and all persons entitled to share in the peanuts marketed 
from the farm or the proceeds thereof shall be jointly and severally 
liable for the amount of the penalty. All funds collected pursuant 
to this section shall be deposited in a special deposit account with the 
Treasurer of the United States and such amounts as are determined, 
in accordance with regulations prescribed by the Secretary, to be 
penalties incurred shall be transferred to the general fund of the 
‘Treasury of the United States. Amounts collected in excess of deter- 
mined penalties shall be paid to such producers as the Secretary deter- 
mines, in accordance with regulations prescribed by him, bore the 
burden of the payment of the amount collected. Such special account 
shall be administered by the Secretary and the basis for, the amount 
of, and the producer entitled to receive a payment from such account, 
when determined in accordance with regulations prescribed by the 
Secretary, shall be final and conclusive. Peanuts produced in a cal- 
endar year in which marketing quotas are in effect for the marketing 
year beginning therein shall be subject to such quotas even though the 
peanuts are marketed prior to the date on which such marketing year 
begins. If any producer falsely identifies or fails to account for the 
disposition of any peanuts, an amount of peanuts equal to the normal 
yield of the number of acres harvested in excess of the farm acreage 
allotment shall be deemed to have been marketed in excess of the mar- 
keting quota for the farm, and the penalty in respect thereof shall 
be paid and remitted by the producer. If any amount of peanuts 
produced on one farm is falsely identified by a representation that 
such peanuts were produced on another farm, the acreage allotments 
next established for both such farms shall be reduced by that percent- 
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age which such amount was of the respective farm marketing quotas, 
except that such reduction for any such farm shall not be made if the 
Secretary through the local committees finds that no person con- 
nected with such farm caused, aided, or acquiesced in such marketing; 
and if proof of the disposition of any amount of peanuts is not fur- 
nished as required by the Secretary, the acreage allotment next estab- 
lished for the farm on which such peanuts are produced shall be 
reduced by a percentage similarly computed. Notwithstanding any 
other provisions of this title, no refund of any penalty shall be made 
because of peanuts kept on the farm for seed or for home consumption. 

(b) The provisions of this part shall not apply to peanuts produced 
on any farm on which the acreage harvested for nuts is one acre or 
less. 

(c) The word “peanuts” for the purposes of this Act shall mean 
all peanuts produced, excluding any peanuts which it is established 
by the producer or otherwise, in accordance with regulations of the 
Secretary, were not picked or threshed either before or after market- 
ing from the farm, or were marketed by the producer before drying 
or removal of moisture from such peanuts either by natural or arti- 
ficial means for consumption exclusively as boiled peanuts. 

(d) The person liable for payment or collection of the penalty pro- 
vided by this section shall be liable also for interest thereon at the rate 
of 6 per centum per annum from the date the penalty becomes due 
until the date of payment of such penalty. 

(e) Until the amount of the penalty provided by this section is 
paid, a lien on the crop of peanuts with respect to which such penalty 
is incurred, and on any subsequent crop of peanuts subject to market- 
ing quotas in which the person liable for payment of the penalty has an 
interest shall be in effect in favor of the United States. 


SUBTITLE C—ADMINISTRATIVE PROVISIONS 
PART I—PUBLICATION AND REVIEW OF QUOTAS 
APPLICATION OF PART 


Src. 361. This part shall apply to the publication and review of 
farm marketing quotas established for tobacco, [corn] feed grains, 
wheat, cotton, peanuts, and rice, established under subtitle B. 


PUBLICATION AND NOTICE OF QUOTA 


Sec. 362. All acreage allotments, and the farm marketing quotas 
established for farms in a county or other local administrative area 
shall, in accordance with regulations of the Secretary, be made and 
kept freely available for public inspection in such county or other 
local administrative area. An additional copy of this information 
shall be kept available in the office of the county agricultural extension 
agent or with the chairman of the local committee. Notice of the 
farm marketing quota of his farm shall be mailed to the farmer. 
Notice of the farm acreage allotment established for each farm shown 
by the records of the county committee to be entitled to such allot- 
ment shall insofar as practicable be mailed to the farm operator in 
suffiicent time to be received prior to the date of the referendum. 
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REVIEW BY REVIEW COMMITTER 


Src. 363. Any farmer who is dissatisfied with his farm marketing 
quota may, within fifteen days after mailing to him of notice as pro- 
vided in section 362, have such quota reviewed by a local review com- 
mittee composed of three farmers from the same or nearby counties 
appointed a the Secretary. Such committee shall not include any 
member of the local committee which determined the farm acreage 
allotment, the normal yield, or the farm marketing quota for such 
farm. Unless application for review is made within such period, the 
original determination of the farm marketing quota shall be final. 


REVIEW COMMITTEE 


Sec. 364. The members of the review committee shall receive as 
compensation for their services the same per diem as that received by 
the members of the committee utilized for the purposes of the Soil 
Conservation and Domestic Allotment Act, as amended. The mem- 
bers of the review committee shall not be entitled to receive compensa- 
tion for more than thirty days in any one year. 


INSTITUTION OF PROCEEDINGS 


Seo. 365. If the farmer is dissatisfied with the determination of the 
review committee, he may, within fifteen days after a notice of such 
determination is mailed to him by registered mail, file a bill in equity 
against the review committee as defendant in the United States district 
court, or institute proceedings for review in any court of record of the 
State having general jurisdiction, sitting in the county or the district in 
which his farm is located, for the purpose of obtaining a review of 
such determination. Bond shall be given in an amount and with 
surety satisfactory to the court to secure the United States for the 
costs of the proceeding. The bill of complaint in such proceeding may 
be served by delivering a copy thereof to any one of the members of 
the review committee. Thereupon the review committee shall certify 
and file in the court a transcript of the record upon which the deter- 
mination complained of was made, together with its findings of fact. 


COURT REVIEW 


Sec. 366. The review by the court shall be limited to questions of 
law, and the findings of fact by the review committee, if supported 
by evidence, shall be conclusive. If application is made to the court 
for leave to adduce additional evidence, and it is shown to the satis- 
faction of the court that such additional evidence is material and that 
there were reasonable grounds for failure to adduce such evidence in 
the hearing before the review committee, the court may direct such 
additional evidence to be taken before the review committee in such 
manner and upon such terms and conditions as to the court may seem 
proper. The review committee may modify its findings of fact or its 
determination by reason of the additional evidence so taken, and it 
shall file with the court such modified findings or determination, which 
findings of fact shall be conclusive. At the earliest convenient time, 
the court, in term time or vacation, shall hear and determine the case 
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upon the original record of the hearing before the review committee, 
and upon such record as supplemented, if supplemented, by further 
hearing before the review committee pursuant to direction of the 
court. The court shall affirm the review committee’s determination, 
or modified determination, if the court determines that the same is in 
accordance with law. If the court determines that such determination 
or modified determination is not in accordance with law, the court 
shall remand the proceeding to the review committee with direction 
either to make such determination as the court shall determine to be 
in accordance with law or to take such further proceedings as, in the 
court’s opinion, the law requires. 


STAY OF PROCEEDINGS AND EXCLUSIVE JURISDICTION 


Seo. 367. The commencement of judicial proceedings under this 
Part shall not, unless specifically ordered by the court, operate as a 
stay of the review committee’s determination. Notwithstanding any 
other provision of law, the jurisdiction conferred by this Part to 
review the legal validity of a determination made by a review com- 
mittee pursuant to this Part shall be exclusive. No court of the United 
States or of any State shall have jurisdiction to pass upon the legal 
validity of any such determination except in a proceeding under this 
Part. 


NO EFFECT ON OTHER QUOTAS 


Sec. 368. Notwithstanding any increase of any farm ae 
quota for any farm as a result of review of the determination thereo 
under this Part, the marketing quotas for other farms shall not be 
affected. 


PART II—-ADJUSTMENT OF QUOTAS AND ENFORCEMENT 
GENERAL ADJUSTMENTS OF QUOTAS 


Sec. 371. (a) If at any time the Secretary has reason to believe 
that in the case of [corn,] feed grains, wheat, cotton, rice, peanuts, or 
tobacco the operation of farm marketing quotas in effect will cause 
the amount of such commodity which is free of marketing restrictions 
to be less than the normal supply for the marketing year for the com- 
modity then current, he shall cause an immediate investigation to be 
made with respect thereto. In the course of such investigation due 
notice and opportunity for hearing shall be given to interested per- 
sons. If upon the basis of such investigation the Secretary finds the 
existence of such fact, he shall proclaim the same forthwith. He shall 
also in such proclamation specify such increase in, or termination of, 
existing quotas as he finds, on the basis of such investigation, is neces- 
sary to make the amount of such commodity which is free of market- 
ing restrictions equal the normal supply. 

(b) If the Secretary has reason to believe that, because of a na- 
tional emergency or because of a material increase in export demand, 
any national acreage allotment for [corn] feed grains or any national 
marketing quota or acreage allotment for wheat, cotton, rice, peanuts, 
or tobacco should be increased or terminated, he shall cause an im- 


















138 THE AGRICULTURAL ACT OF 1958 





mediate investigation to be made to determine whether the increase 
or termination is necessary in order to effect the declared policy of 
this Act, or to meet such emergency or increase in export demand. If, 
on the basis of such investigation, the Secretary finds that such in- 
crease or termination is necessary, he shall immediately proclaim such 
finding (and if he finds an increase is necessary, the amount of the 
increase found by him to be necessary) and thereupon such quota or 
allotment shall be increased, or shall terminate, as the case may be. 

(c) In case any national marketing quota or acreage allotment for 
any commodity is increased under this section, each farm marketing 
quota or acreage allotment for the commodity shall be increased in the 
same ratio. 


(d) (Repealed by 68 Stat. 905.) 


PAYMENT AND COLLECTION OF PENALTIES 


Src. 372. (a) The penalty with respect to the marketing, by sale, of 
wheat, cotton, feed grains, or rice, if the sale is to any person within 
the United States, shall be collected by the buyer. 

(b) All penalties provided for in Subtitle B shall be collected and 
paid in such manner, at such times, and under such conditions as the 
Secretary may by regulations prescribe. Such penalties shall be 
remitted to the Secretary by the person liable for the penalty, except 
that if any other person is liable for the collection of the penalty, such 
other person shall remit the penalty. The amount of such penalties 
shall be covered into the general fund of the Treasury of the United 
States. 

(c) Whenever, pursuant to a claim filed with the Secretary within 
two years after payment to him of any penalty collected from any 
person pursuant to this Act, the Secretary finds that such penalty was 
erroneously, illegally, or wrongfully collected and that the claimant 
bore the burden of the payment of such penalty, the Secretary shall 
certify to the Secretary of the Treasury for payment to the claimant, 
in accordance with regulations prescribed by the Secretary of the 
Treasury, such amount as the Secretary finds the claimant is entitled 
to receive, as a refund of such penalty. 

Notwithstanding any other provision of law, the Secretary is author- 
ized to prescribe by regulations for the identification of farms and it 
shall be sufficient to schedule receipts into special deposit accounts or to 
schedule such receipts for transfer therefrom, or directly, into the 
separate fund provided for in subsection (b) hereof by means of such 
identification without reference to the names of the producers on such 
farms. 

The Secretary is authorized to prescribe regulations governing the 
filing of such claims and the determination of such refunds. 

(d) No penalty shall be collected under this Act with respect to the 
marketing of any agricultural commodity grown for experimental 
purposes only by any publicly owned agricultural experiment station. 


REPORTS AND RECORDS 
Src. 373. (a) This subsection shall apply to warehousemen, proces- 


sors, and common carriers of [corn,] feed grains, wheat, cotton, rice, 
peanuts, or tobacco, and all ginners of cotton, all persons engaged in 














 ———————— 





THE AGRICULTURAL ACT OF 1958 139 
the business of purchasing [corn,] feed grains, wheat, cotton, rice, 
peanuts, or tobacco from producers, all persons engaged i in the busi- 
ness of redrying, prizing, or stemming tobacco for producers, all 
brokers and dealers in peanuts, all agents marketing peanuts for pro- 
ducers, or acquiring peanuts for buyers and dealers, and all peanut 
growers’ cooperative associations, all persons engaged in the business 
of cles aning, shelling, crushing, and salting of peanuts and the manu- 
facture of peanut “products, and all persons owning or operating 
peanut-picking or peanut-threshing machines. Any such person 
shall, from time to time on request of the Secretary, report to the 
Secretary such information and keep such records as the Secretary 
finds to be necessary to enable him to carry out the provisions of this 
title. Such information shall be reported and such records shall 
be kept in accordance with forms which the Secretary shall prescribe. 
For the purpose of ascertaining the correctness of any report made 
or record kept, or of obtaining information required to be furnished 
in any report, but not so furnished, the Secretary is hereby author- 
ized to examine such books, papers, records, accounts, correspondence, 
contracts, documents and memoranda as he has reason to believe 
are relevant and are within the control of such persons. Any such 
person failing to make any report or keep any record as required 
by this subsection or making any false report or record shall be 
deemed guilty of a misdemeanor and upon conviction thereof shall 
be subject to a fine of not more than $500; and any tobacco 
warehouseman or dealer who fails to remedy such violation by 
making a complete and accurate report or keeping a complete and 
accurate recon as required by this subsection within fifteen days after 
notice to him of such violation shall be subject to an additional fine of 
$100 for each ten thousand pounds of tobacco, or fraction thereof, 
bought or sold by him after the date of such violation : Provided, That 
such fine shall not exceed $5,000; and notice of such violation shall 
be served upon the tobacco warehouseman or dealer by mailing the 
same to him by registered mail or by posting the same at any estab- 
lished place of ‘business oper ‘ated by him, or both. 

(b) Farmers engaged in the production of [corn,] feed grains, 
wheat, cotton, rice, peanuts, or tobacco for market shall furnish such 
proof of their acreage, yield, storage, and marketing of the commodity 
in the form of records, marketing cards, reports, storage under seal, 
or otherwise as the Secretary may prescribe as necessary for the 
administration of this title. 

(c) All data reported to or acquired by the Secretary pursuant to 
this section shall be kept confidential by all officers and employees of 
the Department, and only such data so reported or acquired as the 
Secretary deems relevant shall be disclosed by them, and then only in a 
suit or administrative hearing under this title. 


MEASUREMENT OF FARMS AND REPORT OF PLANTINGS 


Src. 374. (a) The Secretary shall provide, through the county and 
local committees, for measuring farms on which Te orn,] feed grains, 
wheat, cotton, peanuts or rice is produced and for ascertaining 
whether the acreage planted for any year to any such commodity 
is in excess of the farm acreage allotment for such commodity for 
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the farm under this title. If in the case of any farm the acreage 
planted to any such commodity on the farm is in excess of the farm 
acreage allotment for such commodity for the farm, the committee 
shall file with the State committee a written report stating the total 
acreage on the farm in cultivation and the acreage planted to such 
commodity. 

(b) With respect to cotton, the Secretary, upon such terms and con- 
ditions as he may by regulation prescribe, shall provide, through the 
county and local committees for the measurement prior to planting of 
an acreage on the farm equal to the farm acreage allotment if so re- 
quested Gy the farm operator, and any farm on which the ee 

lanted to cotton does not exceed such measured acreage shall be 

eemed to be in compliance with the farm acreage allotment. The 
Secretary shall similarly provide for the remeasurement upon request 
by the farm operator of the acreage planted to cotton on the farm, but 
the operator shall be required to reimburse the local committee for the 
expense of such remeasurement if the planted acreage is found to be 
in excess of the allotted acreage. 

(c) Ifthe acreage determined to be planted to any basic agricultural 
commodity or feed grains on the farm is in excess of the farm acreage 
allotment, the Secretary shall by appropriate regulations provide for 
a reasonable time prior to harvest within which such planted acreage 
may be adjusted to the farm acreage allotment. 


REGULATIONS 


Src. 375. (a) The Secretary shall provide by regulations for the 
identification, wherever necessary, of [corn,] feed grains, wheat, cot- 
ton, rice, peanuts, or tobacco so as to afford aid in discovering and 
identifying such amounts of the commodities as are subject to and 
such amounts thereof as are not subject to marketing restrictions in 
effect under this title. 

(b) The Secretary shall prescribe such regulations as are necessary 
for the enforcement of this title. 


COURT JURISDICTION 


Sec. 376. The several district courts of the United States are hereby 
vested with jurisdiction specifically to enforce the provisions of this 
title. If and when the Secretary shall so request, it shall be the duty 
of the several district attorneys in their respective districts, under the 
direction of the Attorney General, to institute proceedings to collect 
the penalties provided in this title. The remedies and penalties pro- 
vided for herein shall be in addition to, and not exclusive of, any of 
the remedies or penalties under existing law. 

Src. 377. In any case in which, during any year within the period 
1956 to 1959, inclusive, for which acreage planted to a commodity on 
any farm is less than the acreage allotment for such farm, the entire 
acreage allotment for such farm (excluding any allotment released 
from the farm or reapportioned to the farm) shall be considered for 
Eee of future State, county, and farm acreage allotments to have 

een planted to such commodity in such year on such farm, but the 
1956 acreage allotment of any commodity shall be regarded as planted 
under this section only if the owner or operator of such farm notified 
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the county committee prior to the sixtieth day preceding the begin- 
ning of the marketing year for such commodity of his desire to pre- 
serve such allotment. Acreage history credits for released or reappor- 
tioned acreage shall be governed by the applicable provisions of this 
title pertaining to the release and reapportionment of omen allot- 
ments. This section shall not be applicable in any case in which the 
amount of the commodity required to be stored to postpone or avoid 
ape of penalty has been reduced because the allotment was not 
ully planted. 

Sec. 878. (a) Notwithstanding any other provision of this Act, the 
allotment determined for any commodity for any land from which the 
owner is displaced because of acquisition of the land for any purpose 
by any Federal, State, or other agency having the right of eminent 
domain shall be placed in an allotment pool and shall be available 
only for use in providing allotments for other farms owned by the 
owner so displaced. Upon application to the county committee, with- 
in three years after the date of such displacement, or three years after 
the enactment of this Act, whichever period is longer, any owner so 
displaced shall be entitled to have established for other farms owned 
by him allotments which are comparable with allotments determined 
for other farms in the same area which are similar except for the past 
acreage of the commodity, taking into consideration the land, labor, 
and equipment available for the production of the commodity, crop- 
rotation practices, and the soil and other physical factors affecting 
the production of the commodity: Provided, That the acreage used 
to establish or increase the allotments for such farms shall be trans- 
ferred from the pool and shall not exceed the allotment most recently 
established for the farm acquired from the applicant and placed in 
the pool. During the period of eligibility for the making of allot- 
ments under this section for a displaced owner, acreage allotments 
for the farm from which the owner was so displaced shall be estab- 
lished in accordance with the procedure applicable to other farms, and 
such allotments shall be considered to have been fully planted. After 
such allotment is made under this section, the proportionate part, or 
all, as the case may be, of the past acreage used in establishing the 
allotment most recently placed in the pool for the farm from which 
the owner was so displaced shall be transferred to and considered for 
the purposes of future State, county, and farm acreage allotments to 
have been planted on the farm to which allotment is made under this 
section. Except where paragraph (ce) requires the transfer of allot- 
ment to another portion of the same farm, for the purpose of this sec- 
tion (1) that part of any farm from which the owner is so displaced 
and that part from which he is not so displaced shall be considered 
as separate farms; and (2) an owner who voluntarily relinquishes 
possession of the land subsequent to its acquisition by an agency hav- 
ing the right of eminent domain shall be considered as having been 
displaced because of such acquisition. 

(6) The provisions of this section shall not be applicable if (1) 
there is any marketing quota penalty due with respect to the market- 
ing of the commodity from the farm acquired by the Federal, State, 
or other agency or by the owner of the farm; (2) any of the com- 
modity produced on such farm has not been accounted for as required 
by the Secretary; or (3) the allotment next established for the farm 
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acquired by the Federal, State, or other agency would have been 
reduced because of false or improper identification of the commodity 
produced on or marketed from such farm or due to a false acreage 
report. 

(c) This section shall not be applicable, in the case of cotton, 
tobacco, and peanuts, to any farm from which the owner was displaced 
prior to 1950, in the case of wheat and corn, to any farm from which 
the owner was displaced prior to 1954, and in the case of rice, to any 
farm from which the owner was displaced prior to 1955. In any case 
where the cropland acquired for nonfarming purposes from an owner 
by an agency having the right of eminent domain represents less than 
15 per centum of the total cropland on the farm, the allotment attribu- 
table to that portion of the farm so acquired shall be transferred to 
that portion of the farm not so acquired. 

(d) Sections 313 (h), 334 (4), 344 (h), and 358 (h) of the Agri- 
cultural Adjustment Act of 1938, as amended, are repealed, but any 
transfer or reassignment of allotment heretofore made under the pro- 
visions of these sections shall remain in effect, and any displaced farm 
owner for whom an allotment has been established under such re- 
pealed sections shall not be eligible for additional allotment under 
subsection (a) of this section because of such displacement. 


Susritte D—Domestic Pariry Pian ror WuHeat 


LEGISLATIVE FINDINGS 


Sec. 379a. Wheat, in addition to being a basic food, is one of the great 
export crops of American agriculture and its production for domestic 
consumption and for export is essential to the maintenance of a sound 
national economy and to the general welfare. The movement of wheat 
from producer to consumer, in the form of the commodity or any of the 
products thereof, is preponderantly in interstate and foreign com- 
merce. That small percentage of wheat which is produced and con- 
sumed within the confines of any State is normally commingled with, 
and always bears a close and intimate commercial and competitive 
relationship to, that quantity of such commodity which moves in inter- 
state and foreign commerce. For this reason, any regulation of intra- 
state commerce in wheat is a regulation of commerce which is in com- 
petition with, or which otherwise affects, obstructs, or burdens inter- 
state commerce in that commodity. In order to provide an adequate 
and balanced flow of wheat in interstate and foreign commerce and 
thereby assist farmers in obtaining parity of income by marketing 
wheat for domestic consumption at parity prices and by increased ex- 
ports at world prices, and to assure consumers an adequate and steady 
supply of wheat at fair prices, it is necessary to regulate all commerce 
in wheat in the manner provided under the marketing certificate plan 
set forth in this subtitle. 


DOMESTIC FOOD QUOTA 


Src. 379b. Not later than May 15 of each calendar year the Secretary 
shall determine and proclaim the domestic food quota for wheat for 
the marketing year beginning in the next calendar year. Such domes- 
tic food quota shall be that number of bushels of wheat which the 
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Secretary determines will be consumed as human food in the contin- 
ental United States during such marketing year. 


APPORTIONMENT OF DOMESTIC FOOD QUOTA 


Src. 379¢. (a) The domestic food quota for wheat, less a reserve of 
not to exceed 1 per centum thereof for apportionment as provided in 
this subsection, shall be apportioned by the Secretary among the sev- 
eral States on the basis of the State acreage allotment of wheat for 
the year for which the domestic food quota is determined multiplied 
by the ave rage yield per acre of wheat for the State during such ten- 
year period, adjusted for abnormal weather conditions and for trends 
in yields. The reserve quota set aside herein for apportionment by 
the Secretary shall be used to establish quotas for counties, in addition 
to the county quotas established under subsection (6) of this section, 
on the basis of the relative needs of counties for additional quota be- 
cause of reclamation and other new areas coming into the production 
of wheat during the five calendar years immediately preceding the 
calendar year in which the quota is proclaimed. 

(b) The State domestic food quota for wheat, less a reserve of not 
to exceed 3 per centum thereof for apportionment as provided in sub- 
section (ec), shall be apportione d by the Secretary among the counties 
in the State on the basis of the county acreage allotment of wheat for 
the year for which such State quota is determined multiplied by the 
normal yield of wheat for the county for such year. 

(c) The county domestic food quota | for wheat shall be apportione ad 
by the Secretary, through the local committees, among the farms within 
the county on which wheat has been seeded for the production of wheat 
during any one or more of the three calendar years immediately pre- 
ceding the calendar year in which the marke ting year for which the 
quota is proclaimed begins, on the basis of the farm acreage allotment 
for the year for which the quota is proclaimed nudtiplied by the farm 
normal yi ld of wheat for such year. The reserve prov ided under sub- 
section (b) shall be appor tioned to farms for which new wheat ae reage 
allotments are determined under the second sentence of section 334 (ce) 
of this Act, as amended, on the basis of the farm acreage allotment for 
such year multiplied by the farm normal yield of wheat for such year. 


MARKETING CERTIFICATES 


Sec. 379d. (a) Beginning with the first crop of w heat for which a 
marketing ce rif ate program is placed i in effect under section 379}, the 
Secretary shall prepare for issuance in each county marketing cer- 
tificates aggregating the amount of the county domestic food quota. 
Such ce rtificat s shall be issued to cooperators in an amount equal to 
the domestic food quota established for the farm pursuant to the ap- 
plicable prov isions of section 379c of this Act. The marketing certifi- 
cates for a farm shall be issued to the farm operator, but the Secre- 
tary may authorize the issuance of marketing certificates to individual 
produce rs on any farm on the basis of their respective shares ‘n the 
wheat c rop, or the ‘proceeds the reof, produced on the farm. Tle Sec- 
retary shall also issue and sell marketing certificates to processors and 
im porte rs in such quantities as are required by them in order to meet 
the requirements of subsections (a) and (b) of section 379e. Mar- 








144 THE AGRICULTURAL ACT OF 1958 
keting certificates shall be transferable only in accordance with regu- 
lations issued by the Secretary. 

(6) Whenever a domestic food quota is proclaimed for any market- 
ing year pursuant to section 379b of this Act, the Secretary shall de- 
termine and proclaim for such marketing year (1) the estimated parity 
price, (2) the estimated farm price for wheat, and (3) the value per 
bushel of the marketing certificate. The value of the marketing cer- 
tificate shall be equal to the amount by which the estimated parity 
price exceeds the estimated farm price as determined herein. The 
value of each marketing certificate shall be computed to the nearest 
cent by multiplying the value per bushel by the number of bushels 
thereof. Eacept as otherwise provided herein, the value of the cer- 
tificate so determined shall remain constant and shall remain in effect 
throughout the marketing year for which it is issued. The proclama- 
tion required by this subsection shall be made during the month of 
May immediately preceding the marketing year for which such do- 
mestic food quota is proclaimed. 

(c) The Secretary is authorized and directed through the Com- 
modity Credit Corporation to buy and sell marketing certificates is- 
sued for any marketing year at the value proclaimed pursuant to sub- 
section (b) of this section. For the purpose of facilitating the pur- 
chase and sale of certificates, the Secretary may establish and operate 
a pool or pools and he may also authorize public and private agencies 
to act as his agents, either directly or through the pool or pools. Cer- 
tificates shall be valid to cover sales and importations of products made 
during the marketing year with respect to which they are issued and 
after being once used to cover such sales and importations shall be 
canceled by the Secretary. Any unused certificates shall be redeemed 
by the Secretary at the price established for such certificates. 


MARKETING RESTRICTIONS 


Src.379e. (a) Beginning with the first day of the marketing year 
in which the first crop of wheat for which a marketing certificate pro- 
te is placed in effect under section 379} would normally be mar- 

eted, and except as provided in subsection (d) hereof, all persons 
engaged in the processing of wheat into food products composed 
wholly or partly of wheat are hereby prohibited from marketing any 
such product for domestic food consumption or export containing 
wheat in excess of the quantity for which marketing certificates issued 
pursuant to section 379d of this Act have been acquired by such per- 
son. The quantity of such marketing certificates acquired shall be 
equivalent to the number of bushels of wheat processed into food 
products. 

(6) Beginning with the first day of the marketing year in which 
the first crop of wheat for which a marketing certificate program is 
placed in effect under section 379) would normally be marketed and ex- 
cept as provided in subsection (d) hereof, all persons are hereby pro- 
hibited from importing or bringing into the continental United States 
any food products containing wheat in excess of the quantity for 
which marketing certificates issued pursuant to section 379d of this 
Act have been acquired by such person. 
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(c) Upon the exportation from the continental United States of 
any food product containing wheat, with respect to which marketin 
certificates as required herein have been acquired, the Secretary shall 
pay to the exporter an amount equal to the value of the certificates for 
the quantity of wheat so exported in the food product. For the 
purposes of this subsection, the consignor named in the bill of lading, 
under which the article is exported, shall be considered the exporter: 
Provided, however, That any other person may be considered to be the 
exporter if the consignor named in the bill of lading waives claim in 
favor of such other person. 

(2) Upon the giving of a bond satisfactory to the Secretary under 
such rules and regulations as he shall prescribe to secure the purchase 
of and payment for such marketing certificates as may be required, 
any person required to have a marketing certificate in order to market 
or import a food product composed wholly or partly of wheat may 
market or import any such commodity without having first acquired 
amarketing certificate. 

(e) As used in this section, (1) the term “marketing” means the 
sale and the delivery of the food product composed wholly or partly 
of wheat, and (2) the term “food” means human food. 


CONVERSION FACTORS 


Sze. 879f. The Secretary shall ascertain and establish conversion 
factors showing the amount of wheat contained in food products proc- 
essed wholly or partly from wheat. The converison factor for any 
such product shall be determined upon the basis of the weight of 
wheat used in the processing of such product. 


CIVIL PENALTIES 


Sxc.3799. Any person who violates or attempts to violate, or who 
participates or aids in the violation of, any of the provisions of sub- 
section (a) or (b) of section 379e of thas Act shall forfeit to the 
United States a sum equal to three times the market value, at the time 
of the commission of such act, of the product involved in such viola- 
tion. Such forfeiture shall be recoverable in a civil suit brought in 
the name of the United States. 


ADJUSTMENTS IN DOMESTIC FOOD QUOTAS 


Sec. 379h. If the Secretary has reason to believe that because of a 
national emergency or because of an unusual and material increase in 
demand for wheat, the domestic food quota for wheat should be 
increased or suspended, he shall cause an immediate investigation to 
‘be made to determine whether the increase or suspension is necessary 
in order to meet such emergency or increase in the demand for wheat. 
If, on the basis of such investigation, the Secretary finds that such 
increase or suspension is necessary, he shall immediately proclaim 
such finding (and if he finds an increase is necessary, the amount of 
the increase found by him to be necessary) and thereupon such quotas 
shall be increased or shall be suspended, as the case may be. In case 
any domestic food quota for wheat is increased under this section, each 
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farm quota for wheat shall be increased in the same ratio and mar- 
keting certificates shall be issued therefor in accordance with section 
379d of this Act. In case any domestic food quota for wheat is 
increased or suspended under this section, the Secretary may rede- 
termine the value of marketing certificates prior to the issuance of 
such certificates pursuant to section 379d of this Act. 


REPORTS AND RECORDS 


Sec. 37%. (a) The provisions of section 3873 (a) of this Act shall 
apply to all persons, except wheat producers, who are subject to the 
provisions of this subtitle, except that any such person failing to make 
any report or keep any record as required by this section or making 
any false report or record shall be deemed quilty of a misdemeanor 
and upon conviction thereof shall be subject to a fine of not more than 
$2,000 for each such violation. 

(6) The provisions of section 373 (b) of the Act shall apply to all 
wheat farmers who are subject to the provisions of this subtitle. 


REFERENDUM 


Sec. 37 In any re ferendum held pur suant to section 336 of this 
Act on he tad marketing quota proclaimed for the 1959, 1960, or 
1961 crops of wheat, the Secretary shall also submit on separate ballots 
the question whether farmers favor a marketing certificate program 
under this subtitle in lieu of marketing quotas under subtitle B. If 
more than one -half of the farmers voting in the referendum favor such 
marketing certificate program, the Secretary shall prior to the effec- 
tive date of the national marketing quota proclaimed under subtitle B, 
sus pe nd the operation of such quota and place into effect a marketing 
certificate program for that crop and any subsequent wheat ec rops 
harvested in the years 1959, 1960, and 1961 under the provisions of 
this subtitle, in which event marketing quotas and the provisions of 
title II of this Act relating thereto, except as otherwise provided 
in this section, shall not thereafter be in effect for such ¢ rops of wheat: 
Provided, That, whenever a marke ting ce rtificate program is in effect, 
the wheat marketing quota prov isions and pe nalties shall remain in 
effect with re spect to prior Crops of wheat in the same manner as if 
marketing quotas were in effect for the current crop of w heat, and 
the Secretary may, by regulation, prescribe the method for collecting 

penalties on any such wheat. 


PRICE SUPPORT 


Sec. 379k. Notwithstanding any other provision of law— 

(a) whenever a wheat marketing certificate program under 
this subtitle is in effect, price support for wheat shall be deter- 
mined in accordance with the provisions of subsection (b) of this 
section; 

(6) the Secretary of Agriculture is authorized to make avail- 
able through loans, purchases, or other operations, price support 
to producers of wheat who are cooperators. T he amount, terms, 
conditions, and extent of such price-support operations shall be 
determined by the Secretar y, except that the level of such support 
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shall be determined after taking into consideration the following 
factors: (1) the supply of the commodity in relation to the de- 
mand therefor, (2) the price levels at which corn and other feed 
grains are being supported and the feed value of such grains in 
relation to wheat, (3) the provisions of any international agree- 
ment approved by ‘a; Congress or ratified by the Senate relating 
to wheat to which the United States is a party, (4) foreign trade 
policies of friendly wheat exporting countries, and (5) other 
factors affecting international trade in wheat including exchange 
— s and currency regulations ; 

(c) compliance by the producer with acreage allotments may 
be prescribed and required by the Secretary as a condition of 
eligibility for price support and for the receipt of wheat market- 
ing certificates. Acreage allotments shall be established in accord- 
ance with the provisions of subtitle B, part III of this Act; 

(d) notw ithstanding any other provisions of law, no produce r 
of wheat shall receive certificates for a number of bushels in excess 
of the number obtained by multiplying the acreage actually 
planted to wheat for harvest as grain by the normal yield; 

(e) any farmer who is dissatisfied with his farm acreage allot- 
ment may have such acreage allotment reviewed in accordance 
with the procedures prescribed by sections 363 to 368, inclusive, 
for reviewing marketing quotas. 


SUBTITLE [D] E—RICE CERTIFICATES 
LEGISLATIVE FINDINGS 


Src. 380a. The movement of rice from producer to consumer is pre- 
ponderantly in interstate and foreign commerce, and the small quan- 
tity of rice which does not move in interstate or foreign commerce af- 
fects such commerce. In order to provide an adequate and balanced 
flow of rice in interstate and foreign commece and to assure consumers 
an adequate and steady supply of rice at fair prices it is necessary 
to regulate all commerce in rice in the manner provided in this subtitle. 
These findings are supplemental to and in addition to the findings 
contained in section 351 of this Act 


EFFECTIVE DATE AND TERMINATION 


Src. 380b. Sections 380c through 380g (c) shall be effective begin- 
ning with the first crop of rice, subsequent to the 1956 crop and prior 
to the 1959 crop, for which the Secretary determines ahd proclaims 
that the initiation of a program under this subtitle is administratively 
feasible and in the best interests of rice producers and the United 
States. Unless extended by law, the provisions of this subtitle shall 
not apply to rice of any crop following the second crop for which a 
program is in effect under sections 380¢ and 380g (c). 


RICE PRIMARY MARKET QUOTA 


Sec. 380c. Not later than December 31 of each year, the Secretary 
shall determine and proclaim the primary market quota for rice for 
the marketing year beginning in the next calendar year. The primary 
market quota ‘shall be the number of hundredwe ights of rice (on 
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a rough rice basis) which the Secretary determines will be consumed in 
the United States (including its Territories and possessions and the 
Commonwealth of Puerto Rico) or exported to Cuba, during such 
marketing year. In making this determination the Secretary shall 
consider the historical consumption in these markets of rice produced 
in the United States and any expected enlargement in such consump- 
tion predicated upon population trends, increased per capita con- 
sumption, and other relevant factors. 


APPORTIONMENT OF PRIMARY MARKET QUOTA 


Seo. 380d. (a) The primary market quota for rice shall be appor- 
tioned by the Secretary among the several States on the basis of the 
Se yield per acre of rice in each State during the three years 
immediately preceding the year for which the quota is proclaimed 
(or in the case of the apportionment for 1957, during the two years 

receding such year) multiplied by the acreage allotment of such 
State for such year. 

(b) The State primary market quota shall be apportioned by the 
Secretary among farms on the basis of the acreage allotment estab- 
lished for each Fates multiplied by the normal yield per acre for the 
farm. 

REVIEW OF PRIMARY MARKET QUOTA 


Src. 380e. Notice of the primary market quota shall be mailed to 
the operator of the farm to which such quota applies. The farm 
operator may have such quota reviewed in accordance with the pro- 
visions of sections 363 to 368, inclusive, of this Act. 


PRICE SUPPORT 


Sec 380f. (a) Notwithstanding any other provision of law, the 
Commodity Credit Corporation shall make price support available to 
cooperators through loans, purchases, or other operations on any cro 
of rice for which a program is in effect under sections 380c throug 
880g (c) at such level, not less than 50 per centum or more than 90 
per centum of the parity price therefor, as the Secretary determines 
will not discourage or prevent the exportation of rice produced in 
the United States. 

(b) Section 101 of the Agricultural Act of 1949, as amended, shall 
not apply to price support made available on rice of any crop to 
which this section is applicable, but all the other provisions of such 
Act, to the extent not inconsistent with this subtitle, shall apply to 
price support operations carried out under this section. 


CERTIFICATES 


Sec. 380g. (a) The Secretary of Agriculture shall for each market- 
ing year issue certificates to cooperators for a quantity of rice equal 
to the primary marketing quota for the farm for such marketing year, 
but not exceeding the normal yield of the acreage planted to rice on 
the farm. The certificate shall have the value specified in subsection 
(e) of this section. 

(b) The landlord, tenants, and sharecroppers on the farm shall 
share in the certificates issued with respect to the farm in the same 


THE AGRICULTURAL ACT OF 1958 149 


proportion as they share in the rice produced on the farm or the pro- 
ceeds therefrom. 

(c) The provisions of section 385 of this Act shall be applicable 
to certificates issued to producers under this section. 

(d) The Commodity Credit Corporation shall issue and sell certifi- 
cates to persons engaged in the processing of rough rice or the im- 
porting of processed rice. Each such certificate shall be sold for an 
amount equal to the value thereof, as specified in subsection (e) of 
this section. 

(e) The value of each certificate issued under this section shall 
be equal to the difference between 90 per centum of the parity price 
of rice as of the beginning of the marketing year for which the 
certificate is issued and the level of price support for rice which is in 
effect during such marketing year, calculated to the nearest cent, 
multiplied by the quantity of rice for which the certificate is issued. 
Any certificates not used to cover the processing of rice or the importa- 
tion of processed rice pursuant to sections 380k and 3802 of this Act 
shall be redeemed by the Commodity Credit Corporation at the value 
thereof. 


INVENTORY ADJUSTMENT PAYMENTS 


Sec. 380h. To facilitate the transition from the price support pro- 
gram currently in effect to the program provided for in this subtitle, 
the Commodity Credit Corporation shall make inventory adjustment 

ayments to all persons owning rough rice located in the continental 

Jnited States as of the beginning of the marketing year for the first 
crop of rice for which a program is in effect under sections 380c 
through 380g (c) : Provided, however, That such payments shall not 
be made with respect to rice of such crop, imported rice, or rice 
acquired from Commodity Credit Corporation. The amount of such 
payment per hundredweight shall be the amount by which the esti- 
mated average price paid producers during the marketing year for 
the preceding crop exceeds the estimated average support price for 
the first crop for which a program is made effective. There are 
hereby authorized to be appropriated such sums as may be necessary 


to make payment to Commodity Credit Corporation for expenditures 
pursuant to this section. 


RICE SET-ASIDB 


Src. 380i. All rough and processed rice in the inventories of Com- 
modity Credit Corporation as of sixty days after the begeaing: of 
the marketing year for the first crop for which a program is in effect 
under sections 380c through 380g on not exceeding twenty million 
hundredweight of rough rice or its equivalent in processed rice may 
be transferred to and be made a part of the commodity set-aside of 
rice established pursuant to section 101 of the Agricultural Act 
of 1954. 


EXEMPTIONS 


Src. 380]. The provisions of this subtitle shall not apply to non- 
irrigated rice produced on any farm on which the acreage planted to 
nonirrigated rice does not exceed three acres, and the provisions of 
sections 380c through 380g (c) shall not apply to rice produced in 
Puerto Rico or Hawaii. 
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PROCESSING RESTRICTIONS 


Src. 380k. (a) Each person who on or after the beginning of the 
marketing year for the first crop for which a program is in effect 
under sections 380c through 380g (c), engages in the processing of 
rough rice in the United States shall, upon processing any quantity of 
rough rice, acquire certificates issued under section 380g of this Act 
in an amount sufficient to cover such quantity of rough rice. 

(b) The requirements of subsection (a) of this section shall not 
be applicable to the processing in Puerto Rico or Hawaii of rough 
rice grown in Puerto Rico or Hawaii, respectively. 

(c) Upon the exportation from the United States to any country 
other than Cuba of any processed rice with respect to which certificates 
were acquired in accordance with the requirements of subsection (a) 
of this section or section 3801, the Commodity Credit Corporation 
shall pay to the exporter an amount equal to the value of the certifi- 
cates for the rough rice equivalent of such processed rice. 


IMPORT RESTRICTIONS 


Sec. 3801. Each person who, on or after the beginning of the mar- 
keting year for the first crop for which a program is in effect under 
sections 380c through 380g (c), imports processed rice into the United 
States shall acquire certificates issued under section 380g of this Act 
covering the rough rice equivalent of such processed rice. 


REGULATIONS 


Sec. 380m. The Secretary shall prescribe regulations governing 
the issuance, redemption, acquisition, use, transfer, and disposition 
of certificates hereunder. 

CIVIL PENALTIES 


Sec. 380n. Any person who violates or attempts to violate, or who 
participates or aids in the violation of, any of the provisions of sec- 
tions 380k or 3801 of this Act, or regulations saneeethad by the Secre- 
tary for the enforcement of such provisions, shall forfeit to the United 
States a sum equal to three times the market value, at the time of the 
commission of such act, of the product involved in such violation. 
Such forfeiture shall be recoverable in a civil suit brought in the name 
of the United States. 

REPORTS AND RECORDS 


Src. 3800. (a) The provisions of section 373 (a) of this Act shall 
apply to all persons, except rice producers, who are subject to the 
provisions of this subtitle, except that any such person failing to make 
any report or keep any record as required by this section or makin 
any false report or record shall be deemed guilty of a misdemeanor re 
upon conviction thereof shall be subject to a fine of not more than 
$2,000 for each such violation. 

(b) The provisions of section 373 (b) of the Act shall apply to 
all rice farmers who are subject to the provisions of this subtitle. 


DEFINITIONS 


Sec. 380p. For the purposes of this subtitle— 
(a) “cooperator” shall have the same meaning as under the 
Agricultural Act of 1949, as amended. 
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(b) “processing of rough rice” means subjecting rough rice for 
the first time to any process which removes the husk or huil from 
the rice and results in the production of processed rice. 

(c) “processed rice” means any rice from which the husk or 
hull has been removed and includes, but is not limited to— 

1) whole grain rice, 
) second head milled rice, 
) screenings milled rice, 
) brewers milled rice, 
) undermilled rice or unpolished rice, 
) brown rice, 
) converted rice, malekized rice or parboiled rice, and 
) vitaminized rice or enriched rice. 


Hawaii and Alaska, the District of Columbia, and the Common- 
wealth of Puerto Rico. 

(e) “exporter” means the consignor named in the bill of lading 
under which the processed rice is exported: Provided, however, 
That any other person may be considered to be the exporter if 
the consignor named in the bill of lading waives his claim in 
favor of such other person. 

(f) “rough rice equivalent” means the quantity of rough rice 
normally used (as determined by the Secretary of Agriculture) 
in the production of a particular quantity of processed rice, but 
shall not be more than one hundred pounds of rough rice for 
each sixty-eight pounds of processed rice. 


(g) “import” means to enter, or withdraw from warehouse, for 
consumption. 


SUBTITLE [E] F—MISCELLANEOUS PROVISIONS AND 
APPROPRIATIONS 


PART I—MISCELLANEOUS 
COTTON PRICE ADJUSTMENT PAYMENTS 


Src. 381. (a) ke ae only to 1937 crop of cotton.) 
(b) (Applicable only to 1937 crop of cotton.) 
Sec. 382. (Applicable only to 1937 crop of cotton.) 


INSURANCE OF COTTON AND RECONCENTRATION OF COTTON 


Src. 383. (a) The Commodity Credit Corporation shall place all 
insurance of every nature taken out by it on cotton, and all renewals, 
extensions, or continuations of existing insurance, with insurance 
agents who are bona fide residents of and doing business in the State 
where the cotton is warehoused: Provided, That such insurance may 
be secured at a cost not greater than similar insurance offered on said 
cotton elsewhere. 

(b) Cotton held as security for any loan heretofore or hereafter 
made or arranged for by the Commodity Credit Corporation shall not 


hereafter be reconcentrated without the written consent of the pro- 
ducer or borrower. 


FINALITY OF FARMERS’ PAYMENTS AND LOANS 


Sec. 385. The facts constituting the basis for any Soil Conservation 
Act payment, parity payment, loan, or price support operation, or 
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the amount thereof, when officially determined in conformity with the 
applicable regulations veenoribed: by the Secretary or by the Com- 
modity Credit Corporation, shall be final and conclusive and shall not 
be reviewable by any other officer or agency of the Government. In 
case any person who is entitled to any such payment dies, becomes in- 
competent, or disappears before receiving such payment, or is suc- 
ceeded by another who renders or completes the required performance, 
the payment shall, without regard to any other provisions of law, be 
made as the Secretary of Agriculture may determine to be fair and 
reasonable in all the circumstances and provide by regulations. 

Sec. 386. The provisions of section 3741 of the Revised Statutes 
(U. S. C., 1934 edition, title 41, sec. 22) and sections 114 and 115 of 
the Criminal Code of the United States (U.S. C., 1934 edition, title 
18, secs. 204 and 205) [now 18 U. S. C. 431 and 432] shall not be ap- 
plicable to loans or payments made under this Act (except under sec- 
tion 383 (a) ). 


PHOTOGRAPHIC REPRODUCTIONS AND MAPS 


Sec. 387. The Secretary may furnish reproductions of such aerial 
or other photographs, mosaics, and maps as have been obtained in con- 
nection with the authorized work of the Department to farmers and 

overnmental agencies at the estimated cost of furnishing such repro- 
leah, and to persons other than farmers at such prices (not less 
than estimated cost of furnishing such reproductions) as the Secretary 
may determine, the money received from such sales to be deposited in 
the Treasury to the credit of the appropriation charged with the cost 
of making such reproductions. This section shall not affect the power 
of the Secretary to make other disposition of such or similar materials 
under any other provisions of existing law. 


UTILIZATION OF LOCAL AGENCIES 


Src. 388. (a) The provisions of section 8 (b) and section 11 of the 
Soil Conservation and Domestic Allotment Act, as amended, relating 
to the utilization of State, county, local committees, the extension 
service, and other approved agencies, and to recognition and encour- 
agement of cooperative asociations, shall apply in the administration 
of this Act; and the Secretary shall, for such purposes, utilize the 
same local, county, and State committees as are utilized under sections 
7 to 17, inclusive, of the Soil Conservation and Domestic Allotment 
Act, as amended. The local administrative areas designated under 
section 8 (b) of the Soil Conservation and Domestic Allotment Act 
as amended, for the administration of programs under that Act, an 
the local administrative areas designated for the administration of 
this Act shall be the same. 

(b) The Secretary is authorized and directed, from any funds made 
available for the purposes of the Acts in connection with which county 
committees are utilized, to make payments to county committees of 
farmers to cover the estimated administrative expenses incurred or to 
be incurred by them in cooperating in carrying out the provisions of 
such Acts. All or part of such estimated administrative expenses of 
any such committee may be deducted pro rata from the Soil Conserva- 
tion Act payments, parity payments, or loans, or other payments under 
such Acts, made unless payment of such expenses is otherwise pro- 
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vided by law. The Secretary may make such payments to such com- 
mittees in advance of determination of performance by farmers. 


PERSON NEL 


Sxo. 389. The Secretary is authorized and directed to provide for 
the execution by the Agricultural Adjustment Administration of such 
of the powers conferred upon him by this Act as he deems may be ap- 
propriately exercised by such administration; and for such purposes 
the provisions of law applicable to appointment and compensation of 
persons employed by the Agricultural Adjustment Administration 
shall apply. 


SEPARABILITY 


Sec. 390. If any provision of this Act, or the application thereof to 
any person or circumstance, is held invalid, the validity of the re- 
mainder of the Act and the application of such provision to other per- 
sons or circumstances, and the provisions of the Soil Conservation and 
Domestic Allotment Act, as amended, shall not be affected thereby. 
Without limiting the generality of the foregoing, if any provision of 
this Act should be held not to be within the power of the Congress to 
regulate interstate and foreign commerce, such provision shall not be 
held invalid if it is within the power of the Congress to provide for the 
general welfare or any other power of the Congress. If any provi- 
sion of this Act for marketing quotas with respect to any commodity 
should be held invalid, no provision of this Act for marketing quotas 
with respect to any other commodity shall be affected thereby. If 
the application of any provision for a referendum should be held in- 
valid, the application of other provisions shall not be affected thereby. 
If by reason of any provision for a referendum the application of any 
such other provision to any person or circumstance is held invalid, the 
application of such other provision to other persons or circumstances 
shall not be affected thereby. 


PART II—APPROPRIATIONS AND ADMINISTRATIVE EXPENSES 
APPROPRIATIONS 


Sec. 391. (a) Beginning with the fiscal year ending June 30, 1938, 
there is hereby authorized to be appropriated, for each fiscal year for 
the administration of this Act and for the making of soil conservation 
and other payments such sums as Congress may determine, in addition 
to any amount made available pursuant to section 15 of the Soil Con- 
servation and Domestic Allotment Act, as amended. 

(b) (Applicable only to fiscal year 1938.) 

(c) During each fiscal year, beginning with the fiscal year endin 
June 30, 1941, the Commodity Credit Corporation is wisi an 
directed to loan to the Secretary such sums, not to exceed $50,000,000, 
as he estimates will be required during such fiscal year, to make crop 
insurance premium advances and to make advances pursuant to the 
applicable provisions of sections 8 and 12 of the Soil Conservation and 
Domestic Allotment Act, as amended, in connection with programs ap- 
plicable to crops harvested in the calendar year in which such fiscal 
year ends, and to pay the administrative expenses of county agricul- 
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tural conservation associations for the calendar year in which such 
fiscal year ends. The sums so loaned during any fiscal year shall be 
transferred to the current appropriation available for carrying out 
sections 7 to 17 of such Act and shall be repaid, with interest at a rate 
to be determined by the Secretary but not less than the cost of money 
to the Commodity Credit Corporation for a comparable period, during 
the succeeding fiscal year from the appropriation available for that 
year or from any unobligated balance of the appropriation for any 
other year. 
ADMINISTRATIVE EXPENSES 


Sec. 392. (a) The Secretary is authorized and directed to make 
such expenditures as he deems necessary to carry out the provisions of 
this Act and sections 7 to 17, inclusive, of the Soil Conservation and 
Domestic Allotment Act, as amended, including personal services 
and rents in the District of Columbia and elsewhere; traveling ex- 
penses; supplies and equipment; lawbooks, books of reference, direc- 
tories, periodicals, and newspapers; and the preparation and display 
of exhibits, including such displays at community, county, State, 
interstate, and international fairs within the United States. The 
Secretary of the Treasury is authorized and directed upon the request 
of the Secretary to establish one or more separate appropriation 
accounts into which there shall be transferred from the respective 
funds available for the purposes of the several Acts, in connection 
with which personnel or other facilities of the Agricultural Adjust- 
ment Administration are utilized, proportionate amounts estimated 
by the Secretary to be required by the Agricultural Adjustment Ad- 
ministration for administrative expenses in carrying out or cooperat- 
ing in carrying out any of the provisions of the respective Acts. 

(b) In the administration of this title and sections 7 to 17, inclusive, 
of the Soil Conservation and Domestic Allotment Act, as amended, 
the aggregate amount expended in any fiscal year, beginning with the 
fiscal year ending June 30, 1942, for administrative expenses in the 
District of Columbia, including regional offices, and in the several 
States (not including the expenses of county and local committees) 
shall not exceed 3 per centum of the total amount available for such 
fiscal year for carrying out the purposes of this title and such Act, 
unless otherwise provided by appropriation or other law. In the 
administration of section 32 of the Act entitled “An Act to amend the 
Agricultural Adjustment Act, and for other purposes,” approved 
August 24, 1935 (49 Stat. 774), as amended, and the Agricultural 
Marketing Agreement Act of 1937, as amended, and those sections 
of the Agricultural Adjustment Act (of 1933), as amended, which 
were reenacted and amended by the Agricultural Marketing Agree- 
ment Act of 1937, as amended, the aggregate amount expended in any 
fiscal year, beginning with the fiscal year ending June 30, 1942, for 
administrative expenses in the District of Columbia, including regional 
offices, and in the several States (not including the expenses of county 
and local committees) shall not exceed 4 per centum of the total 
amount available for such fiscal year for carrying out the purposes of 
said Acts, unless otherwise provided by appropriation or other law. 
In the event any administrative expenses of any county or local com- 
mittee are deducted in any fiscal year, beginning with the fiscal year 
ending June 30, 1939, from Soil Conservation Act payments, parity 
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payments, or loans, each farmer receiving benefits under such pro- 
visions shall be apprised of the amount or percentage deducted from 
such benefit payment or loan on account of such administrative ex- 
penses. The names and addresses of the members and employees of 
any county or local committee, and the amount of such compensation 
received by each of them, shall be posted annually in a conspicuous 
place in the area within which they are employed. 


ALLOTMENT OF APPROPRIATIONS 


Sec. 393. All funds for carrying out the provisions of this Act 
shall be available for allotment to bureaus and offices of the Depart- 
ment, and for transfer to such other agencies of the Federal Gov- 
ernment, and to such State agencies, as the Secretary may request to 
cooperate or assist in carrying out the provisions of this Act. 


SECTIONS 703, 704, AND 705 OF THE NATIONAL WOOL ACT 
OF 1954 


Src. 703. The Secretary of Agriculture shall, through the Com- 
modity Credit Corporation, support the prices of wool and mohair, 
respectively, to the producers thereof by means of loans, purchases, 
payments, or other operations. Such price support shall be limited to 
wool and mohair marketed during the period beginning April 1, 1955, 
und ending March 31, [1959] 7962. The support price for shorn wool 
shall be at such incentive level as the Secretary, after consultation with 
producer representatives, and after taking into consideration prices 
paid and other cost conditions affecting sheep production, determines 
to be necessary in order to encourage an annual production consistent 
with the declared policy of this title : Provided, That the support price 
for shorn wool shall not exceed 110 per centum of the parity price 
therefor. If the support price so determined does not exceed 90 per 
centum of the parity price for shorn wool, the support price for shorn 
wool shall be at such level, not in excess of 90 per centum nor less than 
60 per centum of the parity price therefor, as the Secretary determines 
necessary in order to encourage an annual production of approximately 
three hundred and sixty million pounds of shorn wool. The support 
prices for pulled wool and for mohair shall be established at such 
levels, in relationship to the support price for shorn wool, as the 
Secretary determines will maintain normal marketing practices for 
pulled wool, and as the Secretary shall determine is necessary to 
maintain approximately the same percentage of parity for mohair as 
for shorn wool. The deviation of mohair support prices shall not be 
calculated so as to cause it to rise or fall more than 15 per centum 
above or below the comparable percentage of parity at which shorn 
wool is supported. Notwithstanding the foregoing, no price support 
shall be made available, other than through payments, at a level in 
excess of 90 per centum of the parity price for the commodity. The 
Secretary shall, to the extent practicable, announce the support price 
levels for wool and mohair sufficiently in advance of each marketing 
year as will permit producers to plan their production for such 
marketing year. 
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Src. 704. If payments are utilized as a means of price support, the 
pronaaes shall be such as the Secretary of Agriculture determines to 

sufficient, when added to the national average price received by pro- 
ducers, to give producers a national average return for the commodity 
equal to the support price level therefor: Provided, That the total of 
all such payments made under this Act shall not at any time exceed 
an amount equal to 70. per centum of the accumulated totals, as of the 
same date, of the gross receipts from [specific] duties [(whether or 
not such specific duties are parts of compound rates) J collected on and 
after January 1, 1953, on all articles subject to duty under schedule 11 
of the Tariff Act of 1930, as amended. The payments shall be made 
upon wool and mohair marketed by the producers thereof, but any 
wool or mohair produced prior to January 1, 1955, shall not be the 
subject of payments. The payments shall be at such rates for the 
marketing year or periods thereof as the Secretary determines will 
give producers the support price level as herein provided. Payments 
to any producer need not be made if the Secretary determines that the 
amount of the payment to the producer or all producers is too small to 
justify the cost of making such payments. e Secretary may make 
the payment to producers through the marketing agency to or through 
whom the producer marketed his wool or mohair: Provided, That 
such marketing agency agrees to receive and promptly distribute the 
payments on behalf of such producers. In case any person who is 
entitled to any such payment dies, becomes incompetent, or disap- 
pears before receiving such payment, or is succeeded by another who 
renders or completes the required performance, the payment shall, 
without regard to any other provisions of law, be made as the Secre- 
tary may determine to be fair and reasonable in all the circumstances 
and provided by regulation. 

Sec. 705. For the purpose of reimbursing the Commodity Credit 
Corporation for any expenditures made by it in connection with pay- 
ments to producers under this title, there is hereby appropriated for 
each fiscal year beginning with the fiscal year tina June 30, 1956, 
an amount equal to the total of expenditures made by the Corporation 
during the preceding fiscal year and to any amounts expended in prior 
fiscal years not previously reimbursed: Provided, however, That such 
amounts appropriated for any fiscal year shall not exceed 70 per cen- 
tum of the gross receipts from [specific] duties [( whether or not such 
specific duties are parts of compound rates)] collected during the 
period January 1 to December 31, both inclusive, preceding the begin- 
ning of each such fiscal year on all articles subject to duty under 
schedule 11 of the Tariff Act of 1930,as amended. For the purposes of 
the appraisal under the Act of March 8, 1938, as amended (15 U.S. C. 
713a-1), the Commodity Credit Corporation shall establish on its 
books an account receivable in an amount equal to any amount ex- 
pended by Commodity Credit Corporation in connection with pay- 
ments pursuant to this title which has not been reimbursed from 
appropriations made hereunder. 


MINORITY VIEWS 


We, the undersigned, believe that H. R. 12954 in its present form 
is unsound legislation. The bill enacts for a 3-year period several 
farm programs that are so complex and burdened with regulations 
so as to be impossible of administration, and will cost the taxpayers 
and the consumers additional billions of dollars. 

Portions of the bill that are extensions of existing programs that 
have proven worth while should be enacted without delay. This is 
particularly true of the extension of the Agricultural Trade Develop- 
ment and Assistance Act of 1954, commonly called Public Law 480. 
This act expires on June 30 of this year and the movement of our over- 
abundance of food and fiber out of Government storage bins would be 
expedited by its speedy enactment. This is also true of the special milk 
programs for schools, veterans hospitals, and summer camps which 
expire on June 30 of this year. 

The Wool Act, due to expire on March 31 of next year, should also 
be speedily extended. Why should these programs be coupled with 
commodity programs some of which are controversial, untried, and 
we think clearly unsound ? 

Many titles of H. R. 12954 are so complex and difficult to under- 
stand that the Department of Agriculture, commodity groups, and 
farm organizations who work with the committee could not agree on 
the actual meaning or intent of certain sections of the bill. The 
minority feels that in justice to the farmer, the consumer and the 
Department of Agriculture further research and study seems essential 
if these new programs suggested by this legislation are to be successful 
in contributing to the solution of our agricultural difficulties. 

The cost of this bill to the taxpayer, if all its provisions are adopted, 
would be astronomical. Conservative estimates have been made that 
from $114 billion to $2 billion will be added each year to the present 
expenditures of our farm programs by the enactment of this 
legislation. 

H. R. 12954 offers no permanent program. Every title of the bill 
expires at the end of 3 years. 

The minority will offer amendments to strike several titles of H. R. 
12954 and will offer amendments to strengthen other sections. 


Wurm S§S. Hm. 
Cartes B. Hoeven. 
Sip Simpson. 

Paut B. Dacus. 

Pace BELcHer. 
Currrorp G. McIntire. 
Wittiam R. WriuiaMs. 
Rosert D. Harrison. 
Henry A. Drxon. 
Cuartes M. Treacur. 
Donatp E. Trewes. 
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ADDITIONAL MINORITY VIEWS 


Although we are generally in accord with the minority report, we 
have some reservations regarding title VII relating to corn and feed 
grains. We can see nothing wrong in providing for a corn referen- 
dum. This is the democratic way of determining the type of program 
the farmers of the country really want. However, we cannot approve 
of the reimposition of marketing quotas for corn in view of the fact 
a at such quotas were repealed by the Congress a few years ago be- 

‘cause they were found to be impracticable and unworkable. Neither 
can we condone permitting the feed-grain farmers of other areas of 
the country to impose compulsory regulations and controls with fines 
on the commercial corn area. Furthermore, the cost of title VII as 
now drawn seems prohibitive and is estimated to be almost one-half 
billion dollars a year 

Cuaries B. Hoeven. 

Sip SUMPson. 

Rosert D. Harrison. 
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DISSENTING REPORT TO H. R. 12954 


If the basic premise of H. R. 12954 were the proposition that the 
economic needs of agriculture require a single legislative treatment of 
the whole of agriculture, the omnibus aspect of this bill would have a 
superficially plausible justification. 

The fact is that this premise did not dictate the contents of H. R. 
12954. Rather, the record will show that it represents the thought 
that if the agricultural Christmas tree is loaded up with enough 
ornaments it will have sufficient appeal to purchase a majority vote 
regardless of the negative effect of certain of those ornaments on vot- 
ing Members of Congress. 

Moreover, it does not purport to deal with more than a specified 

category of six corps. By the terms of its provisions for those six 
crops it thus represents a ‘Cadillac treatment for onaly a part of the 
farm community and says to the balance of farmers that their needs 
as farmers, consumers of agircultural goods, and taxpayers will again 
be ignor ed or detriment: lly affected. This is a package which ignores 
the economic unity of agriculture for a presumed majority political 
unity. 

We confine our further remarks of dissent to the cotton section of 
the bill (title 11) beginning at page 7 thereof. 

Each of the so-called basic crops of cotton, wheat, corn, rice, 
tobacco, and peanuts have suffered dislocations of marketing and 
supply by reason of support levels which guarantee profits to reason- 
ably efficient producers of these crops without great distinction be- 
tween qualities and varieties of product within ‘the general descrip- 
tion of each crop. Cotton, however, has suffered the most from a 
poor law involving, among other things, overly high levels of sup- 
port, because cotton has had an aggressive synthetic competition at 
home and abroad and foreign capabilities of expanded cotton pro- 
duction ready to be exerc ised if the price were right. Our agricul- 
tural program has said that the price was right both for sy nthetics 
and foreign cotton production. 

As a result, the American cotton grower has been feeding the 
fires of competition in exchange for the palliative of a guaranteed 
profitable price. The result has been the loss of substantial markets 
at home and abroad and the prolonged imposition of prohibitive quotas 
on American cotton growers. Restricted production, of course, means 
less profitable production even with high per unit prices. 

It is almost unanimously agreed by experts in the cotton business, 
— publicly or privately, that these things are true: 

If American cotton production is to hold its present market posi- 
tion, its market price must be lower. Increasing consumption by 
reason of population increase will probably produce increasing de- 
mands with a lower price. If the price is low enough lost markets 
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may be regained. Any lowering of prices is valuable whether or not 
it makes cotton completely competitiv »ricewise with synthetics. 

2. In terms of modern competition a modern technology of pro- 
duction, there are many acres in the United States which should not 
be devoted to cotton. In some instances, whole farms would be in- 
cluded in this category. Support programs should not be geared to 
maintaining such acres in producing. The effect of such effort is the 
aggravation of a surplus problem and the penalizing of all cotton 
growers. It should be noted that in many instances such acres produce 
cotton of a quality for which there is no possible market outside of the 
Government loan. These are the supplies which consistently become 
the property of the Government and are caused in large measure by the 
present seven-eighths-inch staple length base for support levels. 

3. There is a possible shortage of quality cotton in 1959 occasioned 
by several years’ application of a defective quota law combined with 
a 1957 crop failure in portions of the Cotton Belt, coupled with sub- 
stantial costly dump sales of CCC cotton abroad. The cotton pro- 
duced on the estimated minimum acreage of 17,750,000 acres provided - 
by H. R. 12954, therefore, may not produce a costly surplus in 1959. 
It will in 1960 and 1961. 


COMMENT ON THE SPECIFIC PROVISIONS OF H. R. 12954 


This proposal is not a rational answer to the problem of cotton either 
in 1959 or subsequent years. As noted, it establishes a minimum acre- 
age which will produce a surplus each year with the possible exception 
in 1959 and approximately 30 percent of such acreage will produce 
cotton which cannot be sold except to the Gov ernment at the support 


prices established. 

It would destroy the loan program for precisely those producers who 
have been using such program as it should be used, viz ithe who have 
used it as an orderly marketing device by harboring their cotton in the 
loan temporarily with ultimate market sale and repayment to the 
Government of the loan plus interest and carrying charges. 

It would substitute outright purchase by the “Government of the 
great bulk of cotton with the consequent destruction of country buyers 
and other local factors in the cotton business, including marketing 
cooperatives. 

Haritan HacGen. 
Cuartes M. Tracus. 
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LEGISLATIVE BRANCH APPROPRIATION BILL, 1959 


June 20, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Norreg.1, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 13066] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Legislative Branch for the fiscal year 1959. 

he budget estimates considered by the Committee in connection 
with the bill appear on pages 28 through 46 of the Budget for 1959, 
as amended in House Documents Nos. 354, 369, and 378. 

The bill contains regular annual appropriations for the House of 
Representatives, the Architect of the Capitol, the Botanic Garden, 
the Library of Congress, the Government Printing Office, and certain 
joint activities of the two Houses such as the Joint Committee on 
Internal Revenue Taxation, the Capitol police, and education of 
pages. 

In accord with custom, no funds are provided in the bill for require- 
ments of the Senate, including items under expenditure jurisdiction 
of the Architect pertaining exclusively to the Senate. The Senate 
will insert appropriations for its requirements. 


SUMMARY OF THE BILL 


The detailed tabulation at the end of this report shows the amounts 
included in the bill for 1959, the corresponding budget estimates, and 
the amounts appropriated to date for 1958, with appropriate com- 
parisons. The following tabulation summarizes the figures: 
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As shown by the table, the bill total is $96,942,113, a reduction of 
$968,386 below the applicable budget estimates but $17, 941,708 above 
corresponding appropriations to date for fiscal 1958. While this over- 
all increase is the result of a number of increases and decreases, as 
reflected in the detailed comparative tabulation, the principal item 
is an increase of $15,000,000 ($22,500,000 compared to $7,500,000 for 
1958) to supply the cash to liquidate obligations estimated to fall due 
under the Additional House Office Building project. 

As to the reduction of $968,386 below budget estimates the principal 
item, dollar-wise, is $620,000 in the proposal. for organizing and micro- 
filming the papers of Presidents in possession of “the Library. The 
proposition was to appropriate at the outset the full amount authorized 
for this 5- to 6-year project. The Committee is recommending 
$100,000 for the first year only. A new project of this kind ought 
to be closely monitored from year to year as to progress and budgetary 
needs. 

House oF REPRESENTATIVES 


A total of $39,320,805 is recommended for all items under this 
heading, a reduction of $100,000 below estimates but $641,600 above 
1958 appropriations to date. Only 4 additional positions specifically 
identifiable are included. Two are for the Disbursing Office to handle 
an increasing volume of work and two are for the Office of the 
Legislative Counsel. 

Number of employees.—Aside from clerk-hire for Members and 
Delegates, the great majority of personnel under the House of Repre- 
sentatives occupy positions specifically established or provided by 
statute. As noted, the Committee bill provides increases for only 4 
additional specifically identifiable positions. Standing committee 
employees are limited as to numbers by statute, and the number 
actually on the rolls is somewhat less than the total number authorized. 
Employment under special investigative funds made available by 
resolution out of the contingent fund is, of course, governed somewhat 
by the amount of funds thus allocated. 

As has been the case for some time, the clerk-hire roll of Members 
and Delegates is only approximately two-thirds of the total number of 
employees permitted by law. 

House Restaurants.—In recent years, the sum of $30,000 has been 
appropriated annually to enable the restaurant operations to break 
even. Approximately 5,000 people are served on busy days. In 
some of the earlier a the allocation has been more, in others less. 
The Architect of the Capitol, who has jurisdiction, requested, and 
the Committee has approved, an allowance for 1959 of $50,000. 
Most of the increase arises from the additional burden on the res- 
taurant bank account due to the new Government-wide method of 
financing contributions to the Civil Service retirement fund. There 
is no additional cost to the Treasury. 

Even with this change in financing, House restaurant operations 
are run at comparatively low net cost. 

Stationery Fund.—The bill includes the usual appropriation for 
stationery allowance for the first session of the 86th Congress, which 
will be paid into the Stationery Revolving Fund. The Stationery 
Room of the House operates out of this Fund. It buys the supplies 
and then adds the mark-up to cover breakage and obsolescence. 
Proceeds from sales are deposited into the revolving fund for re-use. 

The Stationery Room was not established to make money. The 
mark-up was likewise not intended to result in a profit. It was 
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intended only that the operation come out even. However, in the 
last few years a substantial surplus has accumulated. The net return 
is now averaging between $30,000 and $40,000 a year. In the 1958 
appropriation bill, the Committee siphoned off $80,000 of the accu- 
mulated surplus and applied it to other appropriation requirements. 
There is a surplus now. The Stationery Room does about a $400,000 
annual business. To the extent that prices charged result in income 
exceeding that required to break even on operations, the purchasing 
power of Members’ stationery allowance, to the extent expended 
through the Stationery Room, is re »duced just that much. The 
General Accounting Office auditors have called attention to the 
situation. 

The Committee has decided not to siphon off any of the current 
surplus—probably $50,000 or $60,000 could have been taken—but 
calls the situation to the attention of the Committee on House Ad- 
ministration, which has some jurisdiction in the matter of fixing prices 
and general oversight of operations. In the hearings the Clerk of the 
House, under whose immediate supervision the Stationery Room oper- 
ates, took the position that the amounts involved were so small as to 
be infinitesimal. 

Postage.—The bill includes the budgeted, and authorized, amount 
for the air-mail and special-delivery postage stamp allowance. This 
allowance was set prior to the recently enacted postal rate bill which 
raises air-mail stamps from 6¢ to 7¢ effective August 1. 

Folding documents—The pay rates for work in the Folding Room 
have been adjusted to comport with the new rates provided by the 
employee pay bill passed this week. 


Joint ITEMS 


For items falling under this general heading, a total of $2,440,116 
is recommended, an increase of $178,016 above 1958, practically all of 
which is to reimburse the Post Office Department on account of 
penalty mail. 

Formerly, the Office of the Legislative Counsel of the House and 
the Senate were carried in a joint ; paragraph i in this section of the bill. 
The customary appropriation language has always made a clear segre- 
gation, however, as to the amount allocated for the Legislative Counsel 
of the Senate and the amount for the Legislative Counsel of the House. 
The two legislative counsels, their offices, their staffs, and their 
operations are in all respects separate and distinct—one under control 
of the House, the other under control of the Senate. That being so, 
and in line with the custom of many years of omitting other appropri- 
ation requirements pertaining solely to the Senate, the Committee 
has dropped the joint appropriation arrangement and inserted a 
separate paragraph for the Legislative ( ‘ounsel of the House under 
“Salaries, officers and employees of the House” 


ARCHITECT OF THE CAPITOL 


Appropriations to the Architect of the Capitol provide for opera- 
tion, maintenance, and re — of the physical plant of the legislative 
establishment, except the Government Printing Office, and for major 
improvements and construction projects as specifically authorized 
from time to time. The Committee bill omits provision for items 
under the Architect pertaining exclusively to the Senate. 

Total appropriations recommended aggregate $27,845,225, a re- 
duction of $119,075 below corresponding budget estimates but 
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$15,007,125 above comparable 1958 appropriations to date. The 
reduction below estimates is explained below. The increase above 
1958 is accounted for almost entirely by additional cash required to 
meet obligations accruing in connection with the Additional House 
Office Building project (from $7,500,000 in 1958 to $22,500,000 in 
1959). More specificially, the net increase above 1958 consists of 
(1) $124,437 for various and sundry mandatory costs; (2) $15,000,000 
additional just referred to; (3) $27,688 for 6 additional positions; 
and (4) a net decrease of $145,000, the result of 2 number of ups and 
downs in the general area of maintenance, repair, operation and 
equipment expenditures. 

Additional personnel.—The Architect requested a total of 10 
additional employees in the estimates considered. A total of 6 addi- 
tional are covered by Committee recommendations, a safety engineer 
in the Office of the Architect; an elevator mechanic to strengthen the 
maintenance force attendant upon the additional elevators in opera- 
tion; and 2 painters and 2 cleaners to assist in keeping the Capitol 
power plant in proper order and operation. 

Salaries, Office of the Architect—The sum of $252,225 is in the bill 
for this item, including funds for a safety engineer. The Architect 
proposed, in addition to the safety engineer, the employment of 4 
safety inspectors who together would comprise a new safety organiza- 
tion to be responsible for the development, establishment, and mainte- 
nance of safety programs for all properties under jurisdiction of the 
Architect, the training of maintenance personnel in latest approved 
safety methods and procedures, and the coordination of instruction 
in maintenance work in accordance with these safety standards. 
The Architect urged approval of his proposition in the interest of safe- 
guarding personnel and property. 

The Committee gave the matter careful consideration and decided 
to allow the funds for the safety engineer but not for the safety in- 
spectors. The Committee is basically sympathetic to the objective 
of the proposal but, at least for the present, doubts the necessity of 
a force of this size. It would be preferable to first employ the head 
safety man who could become acquainted with the nature and scope 
of the problems involved throughout the many properties and thus 
be in better position to assess the precise necessities of the situation. 
Realistic relationships as regards safety procedures will need to be 
worked out with other forces concerned, including the Capitol Police 
and the various construction and maintenance forces. As disclosed 
by the hearings, there is also some feeling that existing personnel, 
including the police, can be utilized, at least in a rudimentary way, 
to perform some of the safety practices. 

House Office Building construction project—For the additional 
House Office Building and related work, the bill includes $22,500,000, 
the budget estimate. The project generally is proceeding under 
indefinite contract authority previously granted, control of which is 
under the House Office Building Commission. The sum of $22,500,000 
has heretofore been appropriated. The general dimensions of the 
os in its status at this time, and information as to work yet to 

e done including that currently in contemplation for fiscal year 1959, 
together with a tabulation of the financial aspects, are set forth on 
pages 133 to 143 of the hearings. 

Capitol Power Plant (operation) —The Committee has approved the 
the budget except for deletion of two items totalling $31,000 for pieces 
of equipment which the Architect has since obtained from surplus or 








6 LEGISLATIVE BRANCH APPROPRIATIONS, 1959 


acquired with current funds. Language has also been included to 
continue availability of the $107,000 allotment of last year for re- 
placement and relocation of part of the steam tunnel serving the city 
post office and the Government Printing Office on which work has been 
delayed. 

Library buildings and grounds.—The Architect budgets and admin- 
isters funds for structural and mechanical care and for furniture and 
furnishings for the Library of Congress. Each year, a number of 
maintenance, repair, and equipment items are requested to maintain 
the physical plant in reasonably good order and to help meet the 
growing needs of the Library. 

All items requested for structural and mechanical care have been 
approved except in two instances, $34,000 for air-conditioning the 
Coolidge Auditorium in the main building, which, though desirable, 
can be deferred. The other is $20,000 for a survey and study looking 
to development and submission of recommendations and estimates of 
cost for improved illumination in the two Library buildings. The 
Committee feels that further consideration might well be given to 
alternate means of developing suitable requirements for improved 
lighting. 

For the furniture and furnishings appropriation, the Committee 
recommends $75,000, a general reduction of $14,800 below the esti- 
mate. Taking into account deletion of nonrecurring items provided 
in 1958, approximately $15,000 increase is provided. 

Extension of the Capitol—No funds were requested or included in the 
bill for the extension of the East front of the Capitol and related im- 
provements. A total of $17,000,000 bas heretofore been appropriated 
and the Committee is advised that this sum is sufficient to cover all 
items of work approved by the Commission having jurisdiction. The 
current status of the project is set forth on page 149 to 151 of the 
hearings. 

Boranic GARDEN 


The Committee recommends the two budget estimates, totaling 
$972,500, one for maintenance and operation of the garden and the 
other for relocation of greenhouses as authorized by Public Law 1005 
of the 84th Congress. 

Maintenance and operation.—The increase requested and allowed 
includes $100,000 for repairs to the main conservatory which was 
completed and occupied 25 years ago. The unusually high humidity 
and moisture conditions have resulted in deterioration of the electrical 
installations, rusting of the interior structural steel, as well as other ad- 
verse effects on the building. The Architect advises that the situation 
has reached the point where the electrical work must be replaced, the 
interior steel work painted, and other necessary repairs made. In 
allowing the funds, the Conamittee expects the specifications to call 
for the most suitable electrical installations for the unique moisture 
conditions constantly prevailing. 

The bill has heretofore carried language prohibiting use of the 
appropriation for the distribution, by congressional allotment, of trees, 
plants, shrubs, and other nursery stock. It has been carried in the 
bill for so long as to be the settled policy, and in the interest of short- 
ening and simplifying the bill language, the Committee recommends 
making the provision permanent. 

Relocation of greenhouses—The Committee has included the 
$587,000 to demolish the old greenhouses at the foot of Capitol Hill 
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and the construction of new greenhouses at the Poplar Point Nursery 
adjacent to South Capitol Street Bridge. The work was authorized 
by Public Law 1005, approved August 6, 1956. The existing green- 
houses are over 75 years old, unsafe, inefficient, costly to maintain and 
beyond economical repair, in addition to being an eye-sore on the 
Capitol landscape. 

Liprary OF CoNnGRESS 


For the Library of Congress, including the Copyright Office, the 
Legislative Reference Service, production and distribution of catalog 
cards, the books for the blind program, and the new program of 
or = and microfilming papers of the Presidents in possession of 
the Library, the Committee recommends a total of $12,368,277, a 
reduction of ‘$747, 311 below budget estimates but $597,777 above 1958 
appropriations to date. The principal reduction, $620, 000, reflects 
the Committee’s decision to finance the new project on the papers of 
Presidents for one year only in lieu of the Library proposal to appro- 
priate the full amount authorized. 

The increase above 1958 can be summarized approximately as 
follows: $152,439 for various mandatory items; $1,750 for equipment; 
$205,387 for approximately 40 additional positions, mostly in the 
lower grades; and $238,201 for other items including $100,000 to begin 
the new project mentioned above and for increased volume of printing. 

Salaries and expenses, Library.—This is the basic general operating 
appropriation for the Library of Congress. The budget request was 
for a net increase of $279,341 over 1958. The Committee has im- 
posed a reduction of $100,000, allowing $6,171,686. A good part of 
the increase requested was for mandatory cost items, but it also in- 
cluded approximately $175,000 for 31 additional positions mostly in 
the lower clerical grades for a variety of purposes set out in the hear- 
ings and justifications. After allowing for the mandatory items the 
Committee recommendation will probably enable the Library to add 
about 12 additional people although the exact number will depend 
on the precise application. 

The Library of Congress is generally conceded to be the world’s 
largest and the richest in resources. It is inevitable that its collec- 
tions, the demands upon it, and thus its volume of work will continue 
to grow. More demands are being made upon it by the Congress, 
the Government agencies, private organizations, and the public 
generally. Its collections and skills for a number of years have 
been, and continue to be of substantial value to the defense and 
security agencies. The usefulness of the Library depends somewhat 
upon proper organization, sorting and indexing of its vast collections 
and acquisitions. There has been for some years a chronic backload 
condition existing with result that services have been somewhat less 
than optimum, generally speaking. In the past 10 years, the collec- 
tions of the Librar y have increased approximately 70 percent. Sensi- 
tive to the problem, the Committee has attempted to make some 
provision to keep up with the situation. Substantial increases in 
personnel have been granted in the past two or three years and 
modest additions are provided in this bill. 

However, a critical key to the situation at the moment is inadequate 
space. The Library is approaching the saturation point. Looking 
ahead, a third Library building is needed, and fairly soon. Otherwise, 
there will be no place to put the acquisitions or the people to service 
them. 
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Copyright Ofice.—The Committee recommends the budget estimate 
of $1,274,056 which, however, is a net reduction of $115,944 below 
1958 due to transfer of certain functions to the main Library appro- 
priation and termination of an allotment made three years ago in 
connection with a comprehensive study of revision of the copyright 
law. Within the total, the Library asked for, and the Committee has 
approved, funds for 6 additional clerical positions to assist in handling 
an increasing volume of business. The aggregate of copyright fees 
deposited in the Treasury and the estimated value of copyright 
deposits which add to the Library’s collections, continue to exceed, 
as the table on page 259 of the hearings discloses, the amount of the 
appropriation. 

Legislative Reference Service.—¥or the Legislative Reference Service, 
the budget requested an increase of $77,311 of which approximately 
$60,000 was for addition of 10 positions. They were justified on the 
basis of an increased routine inquiry workload and additional demands 
in certain selected fields of interest. The Committee has imposed a 
general reduction of $27,311, allowing $1,250,000, which should permit 
addition of about 5 employ ees. 

The Committee would invite the attention of the Committee on 
House Administration to the discussions and material beginning on 
page 192 of the hearings having to do generally with the question of 
the propriety of the Legislative Reference Service making certain 
types of studies and reports thereon. 

Distribution of catalog cards—The Committee has allowed the 
budget estimate of $1,777,535, an increase of $109,535 above 1958. 
Most of the increase is for additional printing and mandatory cost 
increases but it also includes 2 clerical positions in connection with 
preparation of the National Union Catalog. 

As shown by the tabulation on page 270 of the hearings. all but 
three or four percent of the expenditures are recovered to the Treasury 
from the sale of catalog cards and publications. The Committee was 
interested to learn that the Library has under consideration the ques- 
tion of a slight increase in the sale price of the cards to keep up with 
cost increases. 

Rooks for the blind —The Committee has allowed the full budget 
estimate of $1,355,000 for this program. The 1958 appropriation 
reached the limit of the basic authorization, but that was subse- 
quently lifted by Public Law 85-308, approved September 7 last. 
Augmentation of the appropriation will enable the Library to reach 
more blind people through the use of talking book machines and 
records and books in braille. The demand for this service from the 
blind people has been increasing right along and it has been the 
purpose of the Committee to try to keep up with it. 

Papers of the Presidents —Public Law 85-147, approved August 16, 
1957, authorized the Library to arrange, index ; and mict rofilm the 
papers of the 23 Presidents of the United States in the collections of 
the Library of Congress, in order to preserve their contents and to 
make them more readily available for study and research. The 
law authorized an appropriation of $720,000 for the project. The 
Librarian now estimates that about five or six years will be required 
to complete the work and requested the full amount of $720,000. 
The Committee has allowed $100,000 to start the project. That 
was the estimate as to the amount which would probably be obligated 
the first year. The Committee is in favor of the project but thought 
it best to appropriate only the funds needed for the first year so as to 
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facilitate closer monitoring of the progress of the work and the re- 


sultant budgetary requirements which should become better known 
as the work proceeds. 


GOVERNMENT PRINTING OFFICE 


For Congressional printing and binding the bill includes the budget 
estimate, $10,700,000. The increase of $700,000 is to replace a like 
amount which the Printing Office had to borrow from the 1958 ap- 
propriation to cover additional requirements near the end of fiscal year 
1957. No one can accurately judge these financial requirements in 
advance and as a result language was added to the bill last year 
permitting the Public Printer to borrow from the succeeding year’s 
appropriation whenever that becomes necessary to cover requirements 
of a particular year. The $700,000 item falls in that category. 

Office of the Superintendent of Documents.—For this Office the 
Committee recommends $3,295,190, the budget estimate, $120,190 
more than appropriated for 1958. The Office has very little control 
over the volume of work devolving upon it. The load is growing; 
it is up about 7 percent over last year. The principal function, and 
the only one that produces revenue, is the sale of Government publi- 
cations. To handle this load, the bill includes funds for 11 additional 
clerical and laborer personnel. 

A tabulation of the income and expense of the sales activity is on 
page 86 of the hearings. It will be noted that substantial profit 
accrues to the Treasury. 

Proposed new warehous Uding.— idered the 
proposition of language, submitted in House Document 380, to 
authorize the use of not to exceed $5,251,000 of amounts available in 
the Government Printing Office Revolving Fund for construction of 
an annex building to the main plant. The project has the approval 
of the Joint Committee on Printing. Information available indicates 
that this is probably a good proposition from the point of efficiency 
and economy. However, it is not authorized by law and therefore 
the Committee did not include it in the bill. It is noted, however, 
that an authorizing bill, H. R. 12880, was introduced on June 10 and 
a companion bill introduced the same day in the other body. In- 
cidentally, these bills, like the language submitted to the Committee 
for consideration, would authorize use of revolving fund balances 
rather than a straight appropriation. This Committee believes that 
the traditional straight appropriation authorization is the best 
procedure. 

LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried are included in the bill; 


On page 15, in connection with the Capitol Power Plant; 


Provided, That not to exceed $107,000 of the amount made 
available under the head ‘Capitol Power Plant’ in the Legisla- 
tive Branch Appropriation Act, 1958, shall continue available 
until June 30, 1959. 


On page 10, in connection with the Capitol Police: 


Provided further, That after September 1, 1958, no part of 
these funds may be used for payment of any salary to any chief 
of Capitol Police who has been detailed from the Metropolitan 
Police Force or any other police force. 
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85TH CoNGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 1941 


MUTUAL SECURITY ACT OF 1958 


JuNE 20, 1958.—Ordered to be printed 


Mr. Morgan, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 12181] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 12181) to 
amend further the Mutual Security Act of 1954, as amended, and for 
other purposes, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as 
follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That this Act may be cited as the “‘Mutual 
Security Act of 1958’’. 

Src. 2. The first section of the Mutual Security Act of 1954, as 
amended, is amended by adding at the end thereof the following: ‘‘This 
Act is divided into chapters and titles, according to the following table of 
contents: 

“TABLE OF CONTENTS 

“CHapTER I—MuLirary ASSISTANCE 
“CHapteErR IIJ— Economic ASSISTANCE 

“Title I—Defense Support 

“Title I1—Development Loan Fund 

“Title [1 I—Technical Cooperation 

“Title I[V—Special Assistance and Other Programs 
““CHapreR IIT—ConrTineency Funp 
“CrapreR 1V—GENERAL AND ADMINISTRATIVE PROVISIONS” 


CHAPTER I—MILITARY ASSISTANCE 
MILITARY ASSISTANCE 


Sec. 101. Subsection (a) of section 103 of the Mutual Security Act 
of 1954, as amended, which relates to military assistance, is amended 
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by striking out “1958” and ‘$1,600,000,000” and inserting in lew 
thereof “1959” and ‘‘$1,605,000,000”’, respectively. 


PROCUREMENT PROGRAMS RELATING TO MILITARY ASSISTANCE 


Sec. 102. Paragraph (1) of subsection (b) of section 105 of the Mutual 
Security Act of 1954, as amended, which relates to conditions applicable 
to military assistance, is amended by inserting immediately before the 
period at the end thereof the following: “‘, including coordinated produc- 
tion and procurement programs participated in by the members of the 
North Atlantic Treaty Organization to the greatest extent possible with 
respect to military equipment and materials to be utilized for the defense 
of the North Atlantic area’. 


POLICY ON MILITARY ASSISTANCE TO AMERICAN REPUBLICS 


Sec. 103. Paragraph (4) of subsection (6) of section 105 of the Mutual 
Security Act of 1954, as amended, which relates to military assistance to 
American Republics, is amended by adding the following sentences at 
the end thereof: ‘“‘The President annually shall review such findings 
and shall determine whether military assistance is necessary. Internal 
security requirements shall not normally be the basis for military assist- 
ance programs to American Republics.” 


CHAPTER II—ECONOMIC ASSISTANCE 
DEFENSE SUPPORT 


Sec. 201. Subsection (6) of section 131 of the Mutual Security Act 
of 1954, as amended, which relates to defense support, is amended by 
striking out “1958” and “$750,000,000” and inserting in lieu thereof 
1959" and “$810,000,000"’, respectively. 


UTILIZATION OF FUNDS IN SPECIAL ACCOUNTS 


Szc. 202. Paragraph (iii) of subsection (b) of section 142 of the 
Mutual Security Act of 1954, as amended, which relates to utilization 
of funds in Special Accounts, is amended by inserting immediately 
before the period at the end thereof the following: “: Provided, That vf 
amounts in such remainder exceed the requirements of such programs, 
the recipient nation may utilize such excess amounts for other purposes 
agreed to by the United States which are consistent with the foreign policy 
of the United States: Provided further, That such utilization of such 
excess amounts in all Special Accounts shall not exceed the equivalent of 
$4,000,000”’. 

DEVELOPMENT LOAN FUND 


Szc. 203. Title II of the chapter designated by paragraph (2) of sec- 
tion 501 of this Act as chapter II of the Mutual Security Act of 1954, as 
amended, which relates to the Development Loan Fund, is amended as 
follows: 

(a) Amend section 202, which relates to general authority, as follows: 

(1) Strike out subsection (a) and substitute the following: 

“(a) To carry out the purposes of this title, there is hereby created as an 
agency of the United States of America, subject to the direction and 
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supervision of the President, a body corporate to be known as the ‘Develop- 
ment Loan Fund’ (hereinafter referred to in this title as the ‘Fund’) 
which shall have succession in its corporate name. The Fund shall have 
its principal office in the District of Columbia and shall be deemed, for 
purposes of venue in civil actions, to be a resident thereof. It may 
establish offices in such other place or places as it may deem necessary or 
appropriate.’’. 

(2) In subsection (b), strike out all preceding “is hereby’’ in the first 
sentence and substitute ‘The Fund’; strike out “‘he’’ in the first sentence 
and substitute ‘it’; strike out “and (8)” in the first sentence and substi- 
tute ‘‘(3)”; insert before the period at the end of the first sentence “‘, and 
(4) the possible adverse effects upon the economy of the United States, 
with special reference to areas of substantial labor surplus, of the activity 
and the financing operation or transaction involved” ; strike out “from” in 
the second sentence and substitute ‘“by’’; insert after the third sentence 
“The provisions of section 955 of title 18 of the United States Code shall 
not apply to prevent any person, including any individual, partnership, 
corporation, or association, from acting for or participating with the 
Fund in any operation or transaction, or from acquiring any obligation 
issued in connection with any operation or transaction, engaged in by the 
Fund.”; and strike out the last two sentences and substitute the following 
new sentence: “The President’s semiannual reports to the Congress on 
operations under this Act, as provided for in section 534 of this Act, shall 
include detailed information on the implementation of this title.”’ 

(6) Amend section 204, which relates to fiscal provisions, as follows: 

(1) In subsection (6), substitute “Fund” for “President” in the first 
sentence and strike out “against the Fund” in that sentence; change 
“authorized” to ‘‘made available” in the second sentence; and insert 
‘assets of the’’ before “Fund” in the third sentence. 

(2) Strike out subsection (c) and substitute the following: 

“(c) The Fund shall be deemed to be a wholly owned Government 
corporation and shall accordingly be subject to the applicable provisions of 
the Government Corporation Control Act, as amended.” 

(c) Amend section 205, which relates to powers and authorities, as 
follows: 

(1) Insert ‘‘manAGEMENT,” before “‘PowErRs” in the heading of the 
section. 

(2) Strike out subsections (a) and (b) and substitute the following new 
subsections: 

‘“(a) The management of the Fund shall be vested in a Board of Direc- 
tors (hereinafter referred to in this title as the ‘Board’) consisting of the 
Under Secretary of State for Economie Affairs, who shall be Chairman, 
the Director of the International Cooperation Administration, the Chair- 
man of the Board of Directors of the Export-Import Bank, the Managing 
Director of the Fund, and the United States Executive Director on the 
International Bank for Reconstruction and Development. The Board 
shall carry out its functions subject to the foreign policy guidance of the 
Secretary of State. The Board shall act by a majority vote participated 
in by a quorum; and three members of the Board shall constitute a quorum. 
Subject to the foregoing sentence, vacancies in the membership of the 
Board shall not affect its power to act. The Board shall meet for organiza- 
tion purposes when and where called by the Chairman. The Board may, 
in addition to taking any other necessary or appropriate actions in con- 
nection with the management of the Fund, adopt, amend, and repeal 
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bylaws governing the conduct of its business and the performance of the 
authorities, powers, and famenons of the Fund and its officers and em- 
ployees. The members of the Board shall receive no compensation for 
their services on the Board but may be paid actual travel expenses and per 
diem in lieu of subsistence under the Standardized Government Travel 
Regulations in connection with travel or absence from their homes or regu- 
lar places of business for purposes of business of the Fund. 

‘““(bh) There shall be a paeeeene Director of the Fund who shall be the 
chief — utive officer of the Fund, who shall be appointed by the President 
of the United States by and with the advice and consent of the Senate, 
and whose compensation shall be at a rate of $20,000 a year. There 
shall also be a Deputy Managing Director of the Fund, whose compensa- 
tion shall be at a rate not in excess of $19,000 a year, and three other 
officers of the Fund, whose titles shall be determined by the Board and 
whose compensation shall be at a rate not in excess of $18,000 per year. 
Appointment to the offices provided for in the preceding sentence shall be 
by the Board. The Managing Director, in his capacity as chief executive 
officer of the Fund, the Deputy Managing Director and the other officers 
of the Fund shall perform such functions as the Board may designate and 
shall be subject to the supervision and direction of the Board. During 
the absence or disability of the Managing Director or in the event of a 
vacancy in the office of Managing Director, the Deputy Managing 
Director shall act as Managing Director, or, if the Deputy Managing 
Director is also absent or disabled or the office of Deputy Managing 
Director is vacant, such other officer as the Board may designate shall 
act as Managing Director. The offices provided for in this subsection 
shall be in addition to positions otherwise authorized by law.” 

(3) In subsection (c): 

(i) Strike out all in the first sentence preceding enter into” and 
substitute ‘The Fund, in addition to other powers and authorities vested 
in or delegated or assigned to the Fund or its officers or the Board, may’’; 

(ii) Strike out ‘““may be deemed”’ in the first clause of the first sentence 
and substitute “it may deem’’; 

(iui) Strike out “under “ag title’ in the fourth clause of the first 
sentence and substitute “of the Fund’’; 

(iv) Strike out “the Manager of” in the fifth clause, both times it 
appears in the seventh clause, and in the last clause of the first sentence; 

(v) Insert after the seventh clause of the first sentence, following ‘‘collec- 
tion;”, the following: “adopt, alter and use a corporate seal which shall 
be judicially noticed; require bonds for the faithful performance of the 
duties of its officers, attorneys, agents and employees and pay the pre- 
miums thereon; sue and be sued in rts corporate name (provided that no 
attachment, injunction, garnishment, or similar process, mesne or final, 
shall be issued against the Fund or any officer thereof, including the 
Board or any member thereof, in his official capacity or against property 
or funds owned or held by the Fund or any such officer in his official 
capacity); exercise, in the payment of debts out of bankrupt, insolvent or 
decedent's estates, the priority of the Government of the United States; 
purchase one passenger motor vehicle for use in the continental United 
States and replace such vehicle from time to time as necessary; use the 
United States mails in the same manner and under the same conditions 
as the executive departments of the Federal Government,’ 

(vt) Strike out all following “operation” in the last Dias of the first 
sentence and substitute ‘‘, or in carrying out any function.” 


cc, 
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(wii) Insert the following new sentence after the first sentence of the 
subsection: “Nothing herein shall be construed to exempt the Fund or its 
operations from the application of sections 507 (b) and 2679 of title 28, 
United States Code or of section 367 of the Revised Statutes (5 U. S. C. 
316), or to authorize the Fund to borrow any funds from any source with- 
out the erpress legislative permission of the Congress.” 

(4) Insert the following new subsections: 

“(d) The Fund shall contribute, from the respective appropriation or 
fund used for payment of salaries, pay or compensation, to the civil 
service retirement and disability fund, a sum as provided by section 4 (a) 
of the Civil Service Retirement Act, as amended (5 U. S. C. 2254a), 
except that such sum shall be determined by applying to the total basic 
salaries (as defined in that Act) paid to the employees of the Fund covered 
by that Act, the per centum rate determined annually by the Civil Service 
Commission to be the excess of the total normal cost per centum rate of the 
civil service retirement system over the employee deduction rate specified in 
said section 4 (a). The Fund shall also contribute at least quarterly 
from such appropriation or fund, to the employees’ compensation fund, 
the amount determined by the Secretary of Labor to be the full cost of 
benefits and other payments made from such fund on account of injuries 
and deaths of its employees which may hereafter occur. The Fund shall 
also pay into the Treasury as miscellaneous receipts that portion of the cost 
of administration of the respective funds attributable to its employees, as 
determined by the Civil Service Commission and the Secretary of Labor. 

“(e) The assets of the Development Loan Fund on the date of en- 
actment of the Mutual Security Act of 1958 shall be transferred as of 
such date to the body corporate created by section 202 (a) of this Act. 
In addition, records, personnel, and property of the International 
Cooperation Administration may, as agreed by the Managing Director 
and the Director of the International Cooperation Administration 
or as determined by the President, be transferred to the Fund. Obligations 
and liabilities ineurred against, and rights established or acquired for 
the benefit of or with respect to, the Development Loan Fund during 
the period between August 14, 1957, and the date of enactment of the 
Mutual Security Act of 1958 are hereby transferred to, and accepted 
and assumed by, the body corporate created by section 202 (a) of this 

Act. <A person serving as Manager of the Development Loan Fund as of 
the date of enactment of the Mutual Security Act of 1958 shall not, by 
reason of the enactment of that Act, require reappointment in order to 
serve in the office of Managing Director provided for in section 205 (b) 
of this Act.” 

TECHNICAL COOPERATION 


Src. 204. Title III of the chapter designated by paragraph (2) of 
section 501 of this Act as chapter II of the Mutual Se curity Act of 1954, 
as amended, which relates to technical cooperation, is amended as follows: 

(a) In section 304, which relates to authorization, strike out 
$151,900,000” and insert in liew thereof ‘‘$150,000,000 for use be- 
ginning in the fiscal year 1959’’. 

(b) Amend section 306, which relates to multilateral technical coopera- 
tion, as follows: 

(1) Insert “‘AND RELATED PROGRAMS” after “cooPERATION” in the 
heading of the section; insert “and this Act’ after “title” in the first 
sentence; and insert “and related” after ‘‘cooperation”’ in the first sentence. 
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(2) In subsection (a), which relates to contributions to the United Na- 
tions Expanded Program of Technical Assistance, strike out “$15,500,000 
for the fiscal year 1958” and substitute ‘$20,000,000 for the fiscal year 
1959”; insert “and such related fund as may hereafter be established” 
after ‘Assistance’; and in the proviso change “‘to this program” to “for 
such purpose” and after the word “‘contributed”’ the first time it appears, 
strike the remainder of the subsection and insert “for such purpose and 
for succeeding calendar years not to exceed 40 per centum of the total 
amount contributed for such purpose for each such year.” 

(3) In subsection (b), which relates to contributions to the technical 
cooperation program of the Organization of American States, strike out 
“1958” and substitute “1959”. 


SPECIAL ASSISTANCE AND OTHER PROGRAMS 


Sec. 205. Title IV of the chapter designated by paragraph (2) of 
section 501 of this Act as chapter II of the Mutual Security Act of 1954, as 
amended, which relates to special assistance and other programs, is 
further amended as follows: 

(a) In subsection (a) of section 409, which relates to special assistance, 
strike out “1958” and “$250,000,000” in the first sentence and insert 
an lieu thereof “1959” and “$202,500,000"’, respectively; and strike out 
all following “stability” in the first sentence and all of the last sentence 
and insert a period. 

(b) In section 402, which relates to earmarking of funds, strike out 
“1958”’ in the first sentence and substitute “1959"’. 

(c) Repeal sections 403 and 404, which relate, respectively, to special 
assistance in joint control areas and responsibilities in Germany, and 
substitute the following new section: 

“Sec. 403. Responsipinities in Germany.—The President is 
hereby authorized to use during the fiscal year 1959 not to exceed 
$8,200,000 of the funds made available pursuant to section 400 (a) of 
this Act in order to meet the responsibilities or objectives of the United 
States in Germany, including West Berlin. In carrying out this section, 
the President may also use currency which has been or may be deposited 
in the GARIOA (Government and Relief in Occupied Areas) Special 
Account, including that part of the German currency now or hereafter 
deposited under the bilateral agreement of December 15, 1949, between the 
United States and the Federal Republic of Germany (or any supple- 
mentary or succeeding agreement) which, upon approval by the President, 
shall be deposited in the GARIOA Special Account under the terms of 
article V of that agreement. The President may use the funds available 
for the purposes of this section on such terms and conditions as he may 
specify, and without regard to any provision of law which he determines 
must be disregarded.”’. 

(d) Amend section 405, which relates to migrants, refugees, and 
escapees, as follows: 

(1) In subsection (c), strike out all following ‘fiscal year’? and sub- 
stitute “1959 not to exceed $1,200,000 for contributions to the program 
of the United Nations High Commissioner for Refugees for assistance to 
refugees under his mandate.”’. 

(2) In subsection (d), strike out “1958” and “$5,500,000” and 
substitute 61959”? and “$8 600,000”, respe chin ly. 

(e) In section 406, which relates to children’s welfare, strike out “1958” 


and substitute “1959’’. 





MUTUAL SECURITY ACT OF 1958 7 


(f) In section 407, which relates to Palestine refugees in the Near 
East, amend the first sentence to read as follows: ‘‘There 1s hereby au- 
thorized to be appropriated to the President for the fiscal year 1959 not 
to exceed $25,000,000 to be used to make contributions to the United 
Nations Relief and Works Agency for Palestine Refugees in the Near 
East: Provided, That of the funds appropriated pursuant to this section 
fifteen per centum shall be available only for repatriation or resettlement 
of such refugees.” 

(g) In section 409 (ce), which relates to ocean freight charges, strike out 
“1958” and “$2,200,000” and substitute “1959” and “$2,100,000’’, 
respectively. 

(h) In section 410, which relates to Control Act expenses, strike out 
“1958” in the first sentence and substitute “‘1959’’. 

(i) Amend section 411, which relates to administrative and other 
expenses, as follows: 

(1) In subsection (6), strike out “1958” and “$32,750,000” and sub- 
stitute 1959" and “$33,000,000”, respectively; and insert “and title II 
of chapter II’ immediately before the close of the first parentheses; 

(2) In subsection (c), insert ‘functions of the Department under this 
Act or for’ before ‘‘normal’’. 

(7) Amend section 413, which relates to encouragement of free enter- 
prise and private participation, as follows: 

(1) In section 413 (b) (4), which relates to encouragement of free 
enterprise and private participation, strike out “the agency primarily” 
and substitute “an agency”; insert immediately before the semicolon at the 
end of subparagraph (E) the following proviso: “: Provided, That in the 
event the fee to be charged for a type of guaranty is reduced, fees to be 
paid under existing contracts for the same type of guaranty may be 
similarly reduced”; and insert after “Director of the International 
Cooperation Administration” both times it appears in subparagraph (F) 
“or such other officer as the President may designate’. 

(2) Insert the following new subsection: 

“(e) Under the direction of the President, the Departments of State 
and Commerce and such other agencies of the Government as the President 
shall deem appropriate, in cooperation to the fullest extent practicable 
with private enterprise concerned with international trade, foreign invest- 
ment, and business operations in foreign countries, shall conduct a 
study of the ways and means in which the role of the private sector of the 
national economy can be more effectively utilized and protected in carry- 
ang out the purposes of this Act, so as to promote the foreign policy of the 
United States, to stabilize and to expand its economy and to prevent 
adverse effects, with special reference to areas of substantial labor surplus. 
Such study shall include specific recommendations for such legislative 
and administrative action as may be necessary to expand the role of 
private enterprise in advancing the foreign policy objectives of the United 
States.” 

(k) At the end of section 414 (6), which relates to munitions control, 
add the following: ‘‘Such regulations shall prohibit the return to the 
United States for sale in the United States (other than for the Armed 
Forces of the United States and its allies) of any military firearms or 
ammunition of United States manufacture furnished to foreign govern- 
ments by the United States under this Act or any other foreign assistance 
program of the United States, whether or not advanced in value or improved 
an condition in a foreign country. This prohibition shall not extend to 
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similar firearms that have been so substantially transformed as to become, 
in effect, articles of foreign manufacture.” 

(l) In section 419 (a), which relates to atoms for peace, strike out 
“1958” and ‘‘$7,000,000” in the second sentence and substitute ‘‘1959”’ 
and ‘‘$5,500,000”’, respectively. 

(m) In section 420, which relates to malaria eradication, insert after 
the word “authorized” in the second sentence ‘“‘to use funds made available 
under this Act (other than chapter I and title II of chapter II)’’; insert 
ammediately before the period at the end of the second sentence the following 
proviso: “: Provided, That this section shall not affect the authority of the 
Development Loan Fund to make loans for such purpose, so long as such 
loans are made in accordance with the provisions of title II of chapter II’; 
and strike out the last sentence. 


CHAPTER III—CONTINGENCY FUND 
PRESIDENT’S SPECIAL AUTHORITY AND CONTINGENCY FUND 


Sec. 301. The section of the Mutual Security Act of 1954, as amended, 
redesignated by paragraph (12) (B) of section 501 of this Act as section 
451 of chapter III of the Mutual Security Act of 1954, as amended, 
which relates to the President’s special authority, is amended as follows: 

(a) Insert “AND CONTINGENCY FUND’ after “aurHoriTy” in the 
heading of this section. 

(6) Subsection (a) is amended as follows: 

(1) In the first sentence, insert “for use” after “made available” ; strike 
out “such use by section 400 (a) of this Act” and substitute “use under 
this subsection by subsection (b) of this section’’; strike out “pursuant to 
authorizations contained in” and substitute “for use under’; and 

(2) In the second and last sentence strike out ‘‘section’’ both times it 
appears and substitute ‘‘subsection’’. 

(c) Redesignate subsection (b) as subsection (c), and insert the follow- 
ing new subsection (b): 

“(b) There is hereby authorized to be appropriated to the President for 
the fiscal year 1959 not to exceed $155,000,000 for assistance authorized 
by this Act, other than by title II of chapter IT, in accordance with the 
provisions of this Act applicable to the furnishing of such assistance. 
$100,000,000 of the funds authorized to be appropriated pursuant to this 
subsection for any fiscal year may be used rn such year in accordance 
with the provisions of subsection (a) of this section.”’ 

(d) In the last sentence of subsection (c), insert “subsection (a) of” 
after ‘under’. 


CHAPTER IV—GENERAL AND ADMINISTRATIVE PRO- 
VISIONS 


GENERAL PROVISIONS 


Szc. 401. The chapter designated by paragraph (16) of section 501 of 
this Act as chapter IV of the Mutual Security Act of 1954, as amended, 
which relates to general and administrative provisions, is further amended 
as follows: 

(a) Section 502, which relates to use of foreign currencies by committees 
of the Congress, is amended by striking out the proviso in subsection (6) 
and inserting the following: “‘: Provided, That each member or employee 
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of any such committee shall make, to the chairman of such committee in 
accordance with regulations prescribed by such committee, an itemized 
report showing the amounts and dollar equivalent values of each such 
foreign currency expended, together with the purposes of the expenditure, 
including lodging, meals, transportation, and other purposes. Within 
the first sixty days that Congress is in session in each calendar year, the 
chairman of each such committee shall consolidate the reports of each 
member and employee of the committee and forward said consolidated 
report, showing the total itemized expenditures of the committee and 
each subcommittee thereof during the preceding calendar year, to the 
Committee on House Administration of the House of Representatives 
(if the committee be a committee of the House of Representatives or a joint 
committee whose funds are disbursed by the Clerk of the House) or to the 
Committee on Appropriations of the Senate (if the committee be a Senate 
committee or a joint committee whose funds are disbursed by the Secre- 
tary of the Senate). Each such report submitted by each committee shall 
be published in the Congressional Record within ten legislative days 
after receipt by the Committee on House Administration of the House or 
the Committee on Appropriations of the Senate.”’. 

(b) Section 509, which relates to shipping on United States vessels, is 
amended by adding the following new sentence at the end thereof: ‘Sales 
of fresh fruit and the products thereof under this Act shall be exempt from 
the requirements of the cargo preference laws (Public Resolution 17, 
Seventy-third Congress, and section 901 (6) of the Merchant Marine Act, 
1936, as amended).”’ 

(c) Section 510, which relates to purchase of commodities, is amended 
by striking out “‘title IT or” in the first sentence. 

(d) Add the following new sections im mediately after section 515: 

“Sec. 516. Pronreirion Acainst Desr Reriremenr.—None of 
the funds made available under this Act nor any of the counterpart funds 
generated as a result of assistance under this Act or any other Act shall 
be used to make payments on account of the principal or interest on any 
debt of any foreign government or on any loan made to such government 
by any other foreign government; nor shall any of these funds be expended 
for any purpose for which funds have been withdrawn by any recipient 
country to make payment on such debts: Provided, That to the extent that 
funds have been borrowed by any foreign government in order to make 
a deposit of counterpart and such deposit is in excess of the amount that 
would be required to be deposited pursuant to the formula prescribed by 
section 142 (b) of this Act, such counterpart may be used in such country 
for any agreed purpose consistent with the provisions of this Act. 

“Sec. 517. Compierion or PLans AnD Cost EstimateEs.—After June 
30, 1958, no agreement or grant which constitutes an obligation of the 
United States in excess of $100,000 under section 1311 of the Supple- 
mental Appropriation Act, 1955, shall be made for any assistance 
authorized under title I or III (except section 306) of chapter II, or 
section 400 (a)— 

‘““(1) if such agreement or grant requires substantive technical or 
financial planning, until engineering, financial, and other plans 
necessary to carry out such assistance, and a reasonably firm estimate 
of the cost to the United States of providing such assistance, have 
been completed; and 

““(2) af such agreement or grant requires legislative action within 
the recipient country, unless such legislative action may reasonably 

H. Rept. 1941, 85-2 
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be anticipated to be completed within one year from the date the 
agreement or grant is made. 
This section shall not apply to any assistance furnished for the sole 
purpose of preparation of engineering, financial, and other plans.” 

(e) Amend section 527, which relates to the employment of personnel, 
by adding the following new subsection, such amendment to take effect 
nine months after the date of enactment of this Act: 

““(e) Notwithstanding the provisions of title 10, United States Code, 
section 712, or any other law containing similar authority, officers and 
employees of the United States performing functions under this Act shall 
not accept from any foreign nation any compensation or other benefits. 
Arrangements may be made by the President with such nations for reim- 
bursement to the United States or other sharing of the cost of performing 
such functions.” 

(f) Section 537, which relates to provisions on uses of funds, 1s amended 
as follows: in subsection (a) (1), strike out “for the fiscal year 1958’’; 
in subsection (c), strike out “Not to exceed $18,000,000” and substitute 
‘Notwithstanding the provisions of section 406 (a) of ‘Public Law 85-241, 
not to exceed $26,000,000”, and add the following new clause before the 
period: “, and not to exceed $2,750,000 of funds made available for 
assistance in other countries under this Act may be used (in addition 
to funds available for such use under other authorities in this Act) for 
construction or acquisition of such facilities for such purposes elsewhere’’ ; 
and add the following new subsection: 

“(f) During the annual presentation to the Congress of requests for 
authorizations and appropriations under this Act, a detailed explanation 
of the method by which the proposed programs ‘for each country have 
been arrived at shall be submitted, including all significant factors con- 
sidered in arriwing at such proposed programs.” 

(q) Amend section 543 (d), which relates to saving provisions, by 
striking out “Act of 1956 or the Mutual Security Act of 1957” and 
substituting “Act of 1956, 1957, or 1958” in the first sentence and by 
inserting the following new sentence after the second sentence: “Until 
June 30, 1958, funds used for the purposes of this Act shall be so used in 
accordance with the provisions of this Act as in effect prior to the date of 
enactment of the Mutual Security Act of 1958.” 

(h) Amend section 544, which deg mr to amendments to other law s, by 
striking out subsections "(b) and (c) (which deletions shall not be deemed 
to affect amendments contained in such subsections to Acts other than 
the Mutual Security Act of 1954, as amended). 

(i) Amend section 545, which relates to definitions, as follows: 

(1) In subsection (7), insert “the Development Loan Fund and’’ after 
“refer to” and strike out “title IT,’’. 

(2) In subsection (k), insert ‘the Board of Directors of the Development 
Loan Fund and”’ after “refer to”’ and strike out “title LI,”’. 


CHAPTER V—REORGANIZATION OF MUTUAL SECURITY 
ACT OF 1954; AMENDMENTS; AND WESTERN HEMI- 
SPHERE COOPERATION 


ReoreanizaTion oF Murvat Security Act or 1954 


Sec. 501. The Mutual Security Act of 1954, as amended, is further 
amended as follows: 
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(1) Strike out the heading of title I and of chapter I of such title, and 
ummediately before section 101, insert the following: 


“OHAPTER I—MILITARY ASSISTANCE” 


(2) Immediately above section 131, strike out the chapter heading and 
insert in lieu thereof the following: 


“CHAPTER II—ECONOMIC ASSISTANCE 


“Tirte I—Derense Support” 


(3) In section 131 (a), strike out “chapter 1 of this title’ and insert 
in lieu thereof ‘‘chapter I’’. 

(4) In section 131 (d), immediately after ‘‘title’”’ , insert ‘or chapter I’. 

(5) Immediately above section 141, strike out the chapter heading. 

(6) In section 141, immediately after ‘‘title’’ both times it appears 
insert ‘or chapter I’’. 

(7) (A) In section 142 (a), strike out “chapter 1 of this title’ each 
place it appears and insert “chapter I’. 

(B) In such section 142 (a), strike out “under this title” and “purposes 
of this title’’ each place they appear and insert ‘under chapter I or under 
this title’, and “purposes of chapter I or of this title’, respectively. 

(8) Section 142 (b) is amended by striking out “chapter 3 of title I 
of this Act’’ and inserting in lieu thereof ‘‘this title’. 

(9) Section 144 is amended by inserting immediately after ‘‘under this 
title’ the following: “or chapter I’’. 

(10) Section 202 (b) is 3 aang by striking out “401 (a)” and insert- 
ing in lieu thereof “451 ( 

(11) Amend the Reading of title IV to read as follows: 


“Trrte [IV—SpecitaAL ASSISTANCE AND OrHER Programs’’. 


(12) (A) Immediately after section 420, insert the following new 
chapter heading: 


“CHAPTER ITI—CONTINGENCY FUND” 


(B) Section 401 is redesignated as section 451 of chapter ITI. 

(13) Section 405 (d) is amended by striking out “401” and inserting 
in lieu thereof ‘451’. 

(14) Section 410 is amended by striking out “chapter 1 of title I’ and 
inserting in lieu thereof “chapter I’. 

(15) Section 411 (b) 1s amended by striking out “chapter 1 of title I’ 
and inserting in lieu thereof ‘“‘chapter I’. 

(16) Immediately above section 501, strike out the heading of title \ 
and of chapter 1 of that title and insert the following: 


“CHAPTER IV—GENERAL AND ADMINISTRATIVE PRO- 
VISIONS” 


(17) Section 503 1s amended by striking out “chapter 1 of title I’ 
and inserting in lieu thereof “chapter I’. 

(18) (A) Section 504 (a) is amended by striking out “titles II, II, 
and IV, and chapter 3 of title I,” and inserting in lieu thereof “chapter 
ar". 
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(B) Section 504 (c) is amended by striking out “chapter 1 of title I” 
and inserting in liew thereof ‘‘chapter I’’. 

(19) (A) The first sentence of section 510 is amended by striking 
out “chapter 3 of title I’’ and inserting in lieu thereof “title I of chapter 
s 

(B) The third sentence of section 510 is amended by striking out 
“title II or chapter 8 of title I’ and inserting in lieu thereof ‘title I or II 
of chapter IT’’. 

(20) Section 511 (a) is amended by striking out “title I’ and insert- 
ing in lieu thereof “chapter I or title I of chapter IT’’. 

(21) Section 511 (c) is amended by striking out “chapter 1 of title I’ 
and inserting in lieu thereof ‘“‘chapter I’. 

(22) Section 513 is amended by striking out “401” and inserting in 
lieu thereof “451”. 

(23) Immediately above section 521, strike out the chapter heading. 

(24) In section 521 (b), insert “of chapter II’ immediately after 
“title IIT’. 

(25) In section 521 (c), strike out “chapter 3 of title I’ and insert in 
lieu thereof ‘‘title I of chapter IT’. 

(26) Sections 22 (c) and 52 2 (d) are each amended by striking out 
“chapter 1 of title I’’ and inserting in lieu thereof “chapter I’’. 

(27) Section 523 (c) (2) 1s amended by striking out “chapter 1 of 
title I’ and inserting in lieu thereof “chapter I’’. 

(28) Section 524 1s amended by striking out “chapter 1 of title I’ and 
inserting in lieu thereof “chapter I”’ 

(29) The portion of section 537 (a) which precedes paragraph (1) is 
amended by striking out ‘‘chapter 1 of title I’ and inserting in lieu thereof 
“chapter I’’. 

(30) Immediately above section 541, strike out the chapter heading. 

(31) Section 545 (ce) is amended by striking out “chapter 1 of title I’ 
and inserting in lieu thereof ‘chapter I’. 

(32) Section 545 (h) is amended by striking out “chapter 1 of title I’’ 
each place it appears and inserting in lieu thereof “chapter I’’. 

(33) Sections 545 (7) and 545 (k) are each amended by striking out 
“chapter 3 of’, and by inserting “of chapter II or under chapter IIT’ 
immediately after “title IV”’. 

(34) Section 549 is amended by inserting “of chapter II’ immediately 
after “title LIT’. 


AMENDMENTS TO OTHER LAWS 


Sec. 502. (a) The Defense Base Act, as amended (42 U.S. C. 1651), 
— amended as follows: 

1) In subsection (a) of the Sir section, insert the following new sub- 
paragraph after subparagraph ( 

“(5) under a contract ote and financed by the United States 
or any executive department, independent establishment, or agency 
thereof (including any corporate instrumentality of the United 
States), or any subcontract or subordinate contract with respect 
to such contract, where such contract is to be performed outside the 
continental United States, under the Mutual Security Act of 1954, 
as amended (other than title II of chapter IT thereof), and not 
otherwise within the coverage of this section, and every such contract 
shall contain provisions requiring that the contractor (and sub- 
contractor or subordinate contractor with respect to such contract) 
(A) shall, before commencing performance of such contract, provide 
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for securing to or on behalf of employees engaged in work under such 
contract the payment of compensation and other benefits under the 
provisions of this Act, and (B) shall maintain in full force and effect 
during the term of such contract, subcontract, or subordinate contract, 
or while employees are engaged in work performed thereunder, the 
said security for the payment of such compensation and benefits, 
but nothing in this paragraph shall be construed to apply to any 
employee of such contractor or subcontractor who is engaged exclu- 
sively in furnishing materials or supplies under his contract;’’. 

(2) In subsection (e) of such section, strike (3) or (4)” in the last 
sentence and substitute therefor ‘(8), (4), or (6)”. 

(3) In subsection (f) of such section, insert “or in any work under 
subparagraph (5) subsection (a) of this section” between “this section’ 
and “shall not apply’’. 

(b) In the first section of the Act of June 28, 1935, as amended (49 
Stat. 425), strike out “$30,000” and insert ‘‘$33,000’’, and strike out 
“$15,000” the first time it appears and insert “$18 ,000"’. 

(c) In section 101 of the Government Corporation Control Act, as 
amended (31 U. S. C. 846), msert “Development Loan Fund;’ before 
“Institute of Inter-American Affairs’’. 

(d) In section 2 of the Act of July 11, 1956 (70 Stat. 523), strike out 
all beginning with “An” down through “Conference and” and substitute 
“There is authorized to be appropriated annually, for the annual con- 
tribution of the United States toward the maintenance of the North 
Atlantic Treaty Organization Parliamentary Conference, such sum as 
may be ayreed upon by the United States Group and approved by such 
Conference, but in no event to exceed for any year an amount equal to 25 
per centum of the total annual contributions made for that year by all 
members of the North Atlantic Treaty Organization toward the mainte- 
nance of such Conference, and’’. 

(e) Section 5 of the Act of July 30, 1946 (22 U.S. C. 287q) is amended 
by the addition of the following sentences at the end thereof: “The National 
Commission is further authorized to receive and accept services and gifts 
or bequests of money or materials to carry out any of the educational, 
scientific, or cultural purposes of the National Commission as set forth 
in this Act and in the constitution of the Organization. Any money so 
received shall be held by the Secretary of State and shall be subject to 
disbursement through the disbursement facilities of the Treasury Depart- 
ment as the terms of the gift or bequest may require and shall remain 
available for expenditure by grant or otherwise until expended: Provided, 
That no such gift or bequest may be accepted or disbursed if the terms 
thereof are inconsistent with the purposes of the National Commission 
as set forth in this Act and in the constitution of the Organization. Inno 
event shall the National Commission accept gifts or bequests in excess of 
$200,000 in the aggregate in any one year. Gifts or bequests provided 
for herein shall, for the purposes of Federal income, estate, and goft taxes, 
be deemed to be a gift to or for the United States. The National Com- 
mission and Secretary of State shall submit to Congress annual reports 
of receipts and expenditures of funds and bequests received and disbursed 
pursuant to the provisions of this section.” 

(f) The portion of subsection (a) of section 2 of the joint resolution of 
June 30, 1948, as amended (22 U. S. C. 272a (a)), which precedes 
‘as apportioned” is amended to read as follows: ‘‘(a) such sums as 
may be necessary for the payment by the United States of its share of the 
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expenses of the Organization, but not to exceed 25 per centum of such 
expenses’. 

(g) Section 101 (a) of the War Hazards Compensation Act, as amended 
(42 U.S. C. 1701), ts further amended by inserting the following new sub- 
paragraph after subparagraph (3): “or (4) to any person who is an em- 
ployee specified in section I (a) (5) of the Defense Base Act, as amended, 
uf no compensation is payable with respect to such injury or death under 
such Act, or to any person engaged under a contract for his personal 
services outside the United States approved and financed by the United 
States under the Mutual Security Act of 1954, as amended (other than 
title II of chapter II thereof): Provided, That in cases where the United 
States is nut a formal party to contracts approved and financed under the 
Mutual Security Act of 1954, as amended, the Secretary, upon the recom- 
mendation of the head of any department or agency of the United States, 
may, in the exercise of his discretion, waive the application of the pro- 
visions of this subparagraph with respect to any such contracts, subcon- 
tracts, or subordinate contracts, work location under such contracts, sub- 
contracts, or subordinate contracts, or classification of employees.” 

(h) Section 571 (c) of the Foreign Service Act of 1946, as amended, 
is amended by deleting the words “in the Department’? wherever they 
appear therein and by adding at the end thereof the following new sen- 
tences: “‘Any Foreign Service officer who resigned from the Service, or 
retired in accordance with section 636 of this Act on or after November 
14, 1957, but prior to the enactment of this sentence, for the purpose of 
accepting an immediate appointment to such a position, shall be con- 
sidered as having been assigned to such other position under authority 
of this section as amended. Appropriate adjustment at the election of 
the officer may be made with respect to special contributions deposited 
immediately prior to resignation or retirement by any such officer under 
title VIII of this Act on salaries in excess of $13,500.”. 

(i) Section 1011 of the United States Information and Educational 
Exchange Act of 1948, as amended, is further amended by adding the 
following new subsection at the end thereof: 

“(h) (1). There is authorized to be appropriated annually an amount 
to restore in whole or in part any realized impairment to the capital 
used in carrying on the authority to make informational media guaran- 
ties, as provided in subsection (c), through the end of the last completed 
fiscal year. 

‘“(2) Such impairment shall consist of the amount by which the losses 
incurred and interest accrued on notes exceed the revenue earned and any 
previous appropriations made for the restoration of impairment. Losses 
shall include the dollar losses on foreign currencies sold, and the dollar 
cost of foreign currencies which (a) the Secretary of the Treasury, after 
consultation with the Director, has determined to be unavailable for, or 
in excess of, requirements of the United States, or (b) have been transferred 
to other accounts unthout reimbursement to the special account. 

“(3) Dollars appropriated pursuant to this section shall be applied to 
the payment of interest and in satisfaction of notes issued or assumed 
hereunder, and to the extent of such application to the principal of the 
notes, the Director is authorized to issue notes to the Secretary of the 
Treasury which will bear interest at a rate to be determined by the Secretary 
of the Treasury, taking into consideration the current average market 
yields of outstanding marketable obligations of the United States having 
maturities comparable to the guaranties. The currencies determined to be 
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unavailable for, or in excess of, requirements of the United States as 
provided above shall be transferred to the Secretary of the Treasury to be 
held until disposed of, and any dollar proceeds realized from such dis- 
position shall be deposited in miscellaneous receipts.”’. 

(7) The Act of May 26, 1949, as amended (5 U. S. C. 161a-161c), 
relating to the organization of the Department of State, is amended as 
follows: 

(1) In the first section, strike out ‘‘three’”’ and insert “‘two’’. 

(2) In section 2, designate the present language as ‘‘(a)’’ and add the 
following new subsection: 

““(b) There is hereby established in the Department of State the Office 
of Under Secretary of State for Economic Affairs, which shall be filled 
by appointment by the President, by and with the advice and consent of 
the Senate. The Under Secretary of State for Economic Affairs shall 
receive compensation at the rate of $22,000 per year and shall perform 
such duties as may be prescribed by the Secretary of State. The President 
may initially full the position of Under Secretary of State for Economic 
Affairs by appointing, without further advice and consent of the Senate, 
the officer a on the date of the enactment of this subsection, held the 
position of Deputy Under Secretary of State for Economic Affairs. Any 
provision of law vesting authority in the ‘Deputy Under Secretary of State 
for Economic Affairs’ or any other reference with respect thereto, is hereby 
amended to vest such authority in the Under Secretary of State for 
Economic Affairs.”’ 

(k) Section 712 (b) of title 10 of the United States Code is amended 
to read as follows, such amendment to take effect nine months after the 
date of enactment of this Act: 

‘““(b) Subject to the prior approval of the Secretary of the military 
department concerned, a member detailed under this section may accept 
any office from the country to which he is detailed. He is entitled to 
credit for all service while so detailed, as if serving with the armed forces 
of the United States. Arrangements may be made by the President, 
with countries to which such members are detailed to perform functions 
under this section, for reimbursement to the United States or other sharing 
of the cost of performing such functions.” 

(Ll) Section 104 of the Agricultural Trade Development Assistance Act 
of 1954 (Public Law 480, Eighty-third Congress; 7 U. S. C. 1704), as 
amended, is further amended by adding after paragraph (j) the following 
new paragraph: 

“(k) To collect, collate, translate, abstract, and disseminate scien- 
tific and technological information and to conduct and support 
scientific activities overseas including programs and projects of 
scientific cooperation between the United States and other countries 
such as coordinated research against diseases common to all of man- 
kind or unique to individual regions of the globe.” 

(m) The Act of June 14, 1948, as amended (22 U.S. C. 290) authoriz- 
ing participation in the World Health Organization, is amended by 
adding the following new section 6: 

“Sec. 6. The Congress of the United States, recognizing that the 
diseases of mankind, because of their widespread prevalence, debilitating 
effects, and heavy toll in human life, constitute a major deterrent to the 
efforts of many peoples to develop their economic resources and productive 
capacities, and to improve their living conditions, declares it to be the 
policy of the United States to continue and strengthen mutual efforts 
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among the nations for research against diseases such as heart disease 
and cancer. In furtherance of this policy, the Congress invites the World 
Health Organization to initiate studies looking toward the strengthening 
of research and related programs against these and other diseases common 
to mankind or unique to individual regions of the globe.’’ 


COOPERATION IN WESTERN HEMISPHERE 


Szc. 508. It is the sense of the Congress that, in view of the friendly 
relationships and mutual interests which exist between the United States 
and the other nations of the Western Hemisphere, the President should, 
pursuant to the provisions of the Mutual Security Act of 1954, as amended, 
and other applicable legislation, seek to strengthen cooperation in the 
Western Hemisphere to the maximum extent by encouraging joint programs 
of technical and economic development. 

And the Senate agree to the same 

THomas E. Morgan, 

A. S. J. CARNAHAN, 

CLEMENT J. ZABLOCKI, 

Joun M. Vorys, 

Water H. Jupp, 

Managers on the Part of the House. 
THEODORE FRANCIS GREEN, 

J. W. Fuisricat, 

JOHN J. SPARKMAN, 

Husert H. Humpurey, 

MIkE MANSFIELD, 

ALEXANDER WILEY, 

H. ALEXANDER SMITH, 

Bourke B. HicKENLOOPER, 
Wiiiram F. KNow.anpn, 
Managers on the Part of the Senate. 




















STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate to 
the bill (H. R. 12181) to amend further the Mutual Security Act of 
1954, as amended, and for other purposes, submit the following state- 
ment in explanation of the effect of the action agreed upon by the 
conferees and recommended in the accompanying conference report: 

The Senate struck out all of the House bill after the enacting clause 
and inserted a substitute amendment. The committee of conference 
has agreed to a substitute for both the House bill and the Senate 
amendment. Except for clarifying, clerical, and necessary conform- 
ing changes, the differences are noted below: 

The committee of conference agreed upon an authorization of 
$3,031,400,000, a reduction of $266,500,000 from the executive branch 
authorization request. 

The House bill authorized an appropriation of $2,958,900,000. 
The Senate amendment authorized an appropriation of $3,103,900,000 
exclusive of the limitation of $2.4 billion on military assistance and 
defense support contained in section 13 of the amendment. When the 
ceiling in section 13 of the Senate amendment was applied, the differ- 
ence between the 2 Houses was $110 million. On the basis of the 
individual authorizations and without regard to this ceiling, the 
difference between the 2 Houses was $145 million. 

The amount authorized by the committee of conference for military 
assistance was $1,605 million and $810 million for defense support. 
The sum of these two authorizations equaled the sum as they passed 
the House, although military assistance was reduced $35 million and 
defense support was increased $35 million. The Senate also receded 
from section 13 of its amendment which placed an overall ceiling of 
$2.4 billion on the total authorization for military assistance and de- 
fense support and also authorized a Presidential transfer of not more 
than $235 million between these 2 items. 

The committee of conference agreed to $202.5 million for special 
assistance, a reduction of $9.5 million from the Senate figure. The 
Senate approved amount for the contingency fund was reduced from 
$200 million to $155 million. The Senate accepted the House figure of 
$33 million for ICA administrative expenses. The net result of these 
adjustments was to divide equally the difference of $145 million be- 
tween the two Houses. Thus the Senate figure was reduced by $72.5 
million and the House figure increased by an identical amount. 
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Mutual security program for fiscal year 1959 


[In thousands] 


Adminis- Senate Difference | Committee 
tration au- House amend- between of con- 
thorization | amounts ment House and ference 

request Senate 





$1, 800, 000 |! $1, 640, 000 | $1,600,000 | —$40,000 | $1, 605, 000 
775 





Sec. 103 (a). Military assistance 





Sec. 131 (b). Defense support-_-_-_- 835, 000 75, 000 835, 000 +60, 000 810, 000 
Sec. 203. Development loan fund-- 
Sec. 304. Bilateral technical cooperation -- - 142, 000 150, 000 BN OG  lecacsendsiow 150, 000 
Sec. 306 (a). United Nations technical as- 

sistance programs..--.-----.....--- er: 20, 000 20, 000 WEE Foxncnwcuses~ 20, 000 
Sec. 306 (b). OAS technical cooperation. - - 1, 500 1, 500 OD hoscciuxs ines 1, 500 
Sec. 400 (a). Special assistance__.........-. 212, 000 185, 000 212, 000 +27, 000 202, 500 
Sec. 451 (b).2 Contingency fund_._-.._-_-- 200, 000 100, 000 200,000 | +100, 000 155, 000 
Sec. 405 (a). Intergovernmental Commit- 

en NOR, og 0s ne ewce ibeacasdacrantesncecaotantudeunndasewetbuddduitentais 
Sec. 405 (c). U. N. High Commissioner 

Pe geitnnacecnadnnwecmnacinanan 1, 200 1, 200 Bs Bits ietocnnciceecntsed 1, 200 
Sec. 405 (d). Escapees..................... 8, 600 8, 600 hf ee 8, 600 
Sec. 406. U. N. Children’s Fund_....._..-- 11, 000 11, 000 PEE Eb s cceninnnns 11, 000 
Sec. 407. Palestine refugees-_-_...........--- 25, 000 25, 000 » Xf ee Ee 25, 000 
es Se See ee TINO OI os sds wate Ghl decid poise bhceasamsbedae Mesa de ndatied hess cewuinede 
Sec. 409 (c). Ocean freight..............--- 2, 100 2, 100 if Sa ees 2, 100 
Sec. 410. Control Act expenses__......._--- 1, 000 1, 000 BG Niddackaaksas 1, 000 
Sec. 411 (b). ICA administrative expenses- 33, 000 33, 000 31, 000 —2, 000 33, 000 
Oe. SEE Sap, eee eRUR REO O CE DONB To noe oe an cc ewe dnn nese lentaccnencsuleticcusdcecafobastesbesee 
Sec. 419 (a). Atoms for Peace............-- 5, 500 5, 500 BOP fin nccccrectsns 5, 500 


NR ei SF ey tas 3,297,900 | 2, 958, 900 3,108, 900 | +145,000 | 3,031, 400 


1 Although the Senate amendment included $1.6 billion for military assistance and $835 million for defense 
support, a total of $2,435 million, section 13 of the amendment limited the total authorization of these 2 
items to $2.4 billion. This section also authorized the Presidential transfer of $235 million between military 
assistance and defense support in order to allow the President to apportion the reduction set by the ceiling. 

2 Formerly sec. 401 (b). 


REORGANIZATION OF THE ACT (SEC. 501) 


The House bill changed the title headings of the Mutual Security 
Act in order to place military assistance in a separate chapter and 
defense support under the economic chapter. These changes were 
intended to make clear that defense support although necessary for 
military needs was nevertheless economic assistance. Special assist- 
ance and the contingency fund were put into a new chapter because 
it was believed that each could include both military and economic 
assistance. The Senate amendment contained no similar provision. 

The committee of conference accepted the House reorganization of 
the Mutual Security Act with an amendment. The amended version 
removes special assistance from the same chapter as the contingency 
fund and puts the former into the chapter headed ‘Economic Assist- 
ance.” This latter change conforms to the executive branch definition 
that special assistance is now regarded as economic assistance neces- 
sary to achieve political, economic, or other objectives in countries 
where no assistance is provided in support of significant military 
forces, or in situations where the assistance cannot be appropriately 
rendered as technical assistance or from the Development Loan Fund. 
The contingency fund, unlike special assistance, may be used for both 
military and nonmilitary assistance. 


AID TO INDIA 


The Senate amendment added subsection (d) to section 2 of the 
Mutual Security Act, stating the sense of the Congress that it is in 
the interest of the United States to join with other nations in provid- 
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ing support to assist India to complete its current program for eco- 
nomic development. 

The House bill contained no provision on this subject. 

It was the view of the House conferees that since the concepts em- 
bodied in the India amendment were expressed in various sections 
of the Mutual Security Act it was unnecessary to make specific ref- 
erence to a particular country in relation to policies already expressed 
in law in general terms. 


MILITARY ASSISTANCE TO LATIN AMERICA (SEC. 103) 


The Senate version contained an amendment to section 105 (b) (4) 
requiring the President to review findings made under that section 
annually and to make a determination each year as to whether military 
assistance is necessary. Furthermore, it laid down the policy that 
internal security requirements should not normally be the basis for 
military assistance in Latin America. 

The House bill contained no similar amendment. 

Under the existing section 105 (b) (4) military assistance may be 
furnished to Latin American nations only in accordance with defense 
plans found by the President to require those nations to participate 
in missions important to the defense of the Hemisphere. 

Since the amendment is in conformity with existing section 105 
(b) (4) and reflects the policy expressed in that section, the managers 
on the part of the House agreed to the retention of the Senate language. 
In their opinion the amendment does not represent a change in policy 
except with respect to requiring an annual review by the President. 
Recent events tend to indicate the necessity for a restatement of the 
United States policy that military assistance to Latin America shall 
be furnished for internal security requirements only under extraordi- 
nary circumstances. 


USE OF SURPLUS COUNTERPART FUNDS (SEC. 202) 


The Senate version added two provisos to section 142 (b) (iii). The 
first proviso permitted a recipient nation to utilize those counterpart 
funds which are excess to United States requirements and exceed the 
requirements for purposes for which new funds authorized by the 
Mutual Security Act would be available for other purposes. Such 
uses would have to be agreed to by the United States and be consistent 
with United States foreign policy. The second proviso required that 
any proposed utilization of such excess amounts should be reported to 
the 4 appropriate congressional committees, and that such utilization 
should not be effective until 60 days after such reporting. 

The House bill contained no provision on this subject. 

The Senate amendment was proposed specifically to make it 
possible for the Austrian Government to make a loan to the Austrian 
Hilfsfond for use in compensating former Austrian nationals who were 
persecuted under the Nazi regime and are now residing outside 
Austria. The executive branch had previously determined that such 
use of Austrian counterpart was not permitted. Present law au- 
thorizes the use of counterpart (aside from that counterpart ear- 
marked for United States requirements) only to carry out purposes 
for which new funds authorized by the Mutual Security Act would 
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themselves be available. Since compensation to victims of Nazi 
persecution was not a purpose for which new funds authorized by 
the Mutual Security Act would be available, additional legislation 
was regarded necessary to permit the use of Austrian counterpart 
for this purpose. 

The managers on the part of the House recognized the desirability 
of the proposed use of excess counterpart funds for this purpose. 
They regarded the granting of such broad authority over the use of 
excess counterpart as contained in the Senate amendment to be un- 
desirable. They therefore accepted compromise language limiting 
the utilization of excess counterpart to the equivalent of $4 million, 
the amount estimated to be expended in carrying out the program 
for Austria. Proposals for further utilization of excess counterpart 
will require approval by the Congress. 


ASSISTANCE TO YUGOSLAVIA 


The House bill contained an amendment to section 143 with refer- 
ence to assistance to Yugoslavia prohibiting the furnishing of 
any assistance to Yugoslavia after 90 days unless the President had 
determined that (1) there has been no change in the fundamental 
policies on which aid to Yugoslavia is based; (2) Yugoslavia is not 
participating in policies or programs for the Communist conquest of 
the world; and (3) it is in the interest of national security to continue 
aid. The President would have been required to keep Congress 
continually informed of determinations under this section and of 
assistance to Yugoslavia. The Senate version contained no amend- 
ment to section 143. 

Section 143 of the present law is substantially similar to the House 
provision. Section 143 requires the President to assure himself 
continually that (1) Yugoslavia continues to maintain its inde- 
pendence; (2) Yugoslavia is not participating in policies or programs 
for the Communist conquest of the world; and (3) the furnishing of 
assistance is in the national security interest. Under this provision 
the President must keep the Congress informed of assistance to 
Yugoslavia. 

The committee of conference decided that, in view of recent 
developments in Yugoslavia, it was undesirable to make any change 
in this section at this time. 


STATE DEPARTMENT ORGANIZATION (SEC. 502 (j)) 


The Senate amendment provided for the creation of an Under 
Secretary of State for Economic Affairs in the Department of State 
and for the abolition of the Deputy Under Secretary of State for 
Economic Affairs. 

The House bill contained no similar provision. 

The committee of conference accepted the Senate language. 

Although the activities of ICA are under the authority of the 
Department of State, the Director of ICA presently outranks the 
Deputy Under Secretary of State for Economic Affairs. The effect 
of the Senate provision is to upgrade the positicn of the principal 
economic officer in the Department of State so that he will be senior 
to the Director of ICA. The new position will give further emphasis 
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to congressional insistence that the mutual security program is an 
integral part of United States foreign policy and, as such, is under 
the immediate direction of the Department of State. 

The Senate language also provides that the present Deputy Under 
Secretary of State for Economic Affairs, Hon. C. Douglas Dillon, 
may be appointed to the new office without further advice and consent 
of the Senate. 

The Under Secretary of State will continue to serve as principal 
assistant to the Secretary of State for all aspects of the conduct of 
United States foreign relations. The Under Secretary of State for 
Economic Affairs is scheduled to receive a salary of $22,000 per 
annum, while that of the Under Secretary of State is fixed at ‘$22, 500. 
This difference in salary is intended to indicate clearly the subordinate 
position of the Under Secretary of State for Economic Affairs. 

The Senate amendment also includes language that has the effect of 
changing the composition of the Board of Directors of the Develop- 
ment Loan Fund so that the new officer will replace the Deputy Under 
Secretary of State for Economic Affairs—a position that is abolished 
by the Senate amendment. 


CONTRIBUTION TO UNITED NATIONS TECHNICAL ASSISTANCE PROGRAMS 
(SEC. 204 (b)) 


The House bill amended the proviso of section 306 (a) so as to pro- 
vide that for the calendar year 1959 and thereafter the United States 
contribution to United Nations technical assistance and related pro- 
grams may be as much as but not to exceed 40 percent of the total 
amount contributed for that purpose in any given year. 

The Senate amendment contained no provision on this subject, and 
left unchanged the present scale of United States contributions, which 
provides for 38 percent in fiscal year 1959 and 33% percent in fiscal 
year 1960 and thereafter. 

The committee of conference accepted the House language except 
for certain revisions intended to clarify the meaning of the House bill. 

The managers on the part of the House were in agreement with the 
Senate conferees that it is desirable that other nations increase their 
contributions to the multilateral technical cooperation and related 
programs and that the United States should in due course reduce its 
percentage contribution. 


CONTINUATION OF INTERNATIONAL DEVELOPMENT ADVISORY BOARD 
(IDAB) 


The House bill contained a provision repealing section 308, relating 
to the International Development Advisory Board, but the Senate 
version did not repeal that section. The International Development 
Advisory Board, which by statute is composed of 13 members, has 
the duty of advising the President and the Director of the Inter- 
national Cooperation Administration on policy matters relating to 
technical cooperation, the Development Loan Fund, and the encourage- 
ment of private enterprise under the mutual security program. 

The committee of conference agreed to the retention of section 308 
providing authority for the continuation of the Board. Although 
there have been no Board members since last September, the executive 
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branch made a strong plea that the Board is necessary. The primary 
reasons for the delay in the reactivation of the IDAB were: (1) the 
resignation of the then Director of ICA last fall and the appointment 
of a new Director, and (2) the desire to await action of the Congress 
on certain proposals which would influence substantially the functions 
of the Board, particularly if the Development Loan Fund were 
incorporated. 

The managers on the part of the House are firmly of the opinion 
that representatives of science should be included on the Board. It 
would also appear to be appropriate for the International Develop- 
ment Advisory Board to utilize advisory groups representing business, 
labor, agriculture, public health, science, and education. 


PALESTINE REFUGEES (SEC. 205 (f)) 


The House bill authorized an appropriation of $25 million for fiscal 
year 1959 for the United States contribution to the United Nations 
Relief and Works Agency for Palestine Refugees in the Near East. 
The Senate amendment authorized an identical sum, but included a 
proviso that $5 million of the funds appropriated for this purpose 
shall be used only for repatriation or resettlement of such refugees. 

If the entire $25 million were appropriated, the $5 million ear- 
marked for repatriation or resettlement would be 20 percent. Should 
the appropriation be less, however, the $5 million would constitute a 
larger percentage of the available money. The conferees substituted 
a figure of 15 percent of the appropriated amount in lieu of the flat 
sum of $5 million for repatriation or resettlement. 

The committee of conference agreed with the philosophy contained 
in the Senate proviso, namely, that the governments of the Near 
East take more vigorous steps to effect a solution of the refugee prob- 
lem. It was recognized, however, that the critical situation in that 
area only makes more difficult the relocation of the refugees. Relief 
and rehabilitation are not only a continuing demand but are pre- 
requisites to the success of any repatriation or resettlement program. 
The committee of conference is not satisfied that officials of the gov- 
ernments in the Middle East and officials of the United States Gov- 
ernment have exhausted their ingenuity or fully utilized their oppor- 
tunities to begin a reasonable settlement of this troublesome problem. 


OFFSHORE PROCUREMENT, PROTECTION OF THE UNITED STATES ECONOMY, 
AND STUDY OF THE ROLE OF PRIVATE ENTERPRISE (SEC. 205 (j) (2)) 


The House bill contained a provision entitled ‘“‘Protection of the 
United States Economy,” which would have required an annual 
review of operations under the program by a committee composed of 
the Secretaries of State, Treasury, Commerce, Labor, and Agriculture. 
The purpose of the study would have been to determine whether such 
operations had adversely affected the economy of the United States, 
with special reference to areas of substantial labor surplus. Recom- 
mendations were called for. 

The Senate amendment contained a section amending section 510 of 
the act, which would have prohibited offshore procurement of commod- 
ities except that up to 50 percent of the funds appropriated might be 
used for procurement overseas if the President determined that the 
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procurement did not result in adverse effects upon the economy of the 
United States, with special reference to any areas of labor surplus, 
outweighing the economic advantages to, and the national interests of, 
the United States of less costly procurement abroad. 

The Senate version also contained a provision for a review by the 
Departments of State and Commerce, and other agencies of the 
Government, of the ways and means by which the role of the private 
sector of the economy could be more effectively utilized in the foreign 
— efforts of the United States. Private enterprise would have 

een called upon to cooperate in the study. Recommendations would 
have been required from the reviewing group. 

Some members of the committee of conference were strongly 
opposed to changes in the provisions before them. The following con- 
siderations influenced the judgment of the majority of the conferees: 
(1) The matters covered by the above provisions are closely inter- 
related; (2) over 50 percent of ICA financed procurement already 
takes place in the United States; and (3) the various reviews called 
for would be overlapping. Therefore a majority of the Senate and 
House members of the committee of conference agreed to eliminate 
the above three provisions and to substitute a new provision calling 
for a study, under the direction of the President, by certain Govern- 
ment agencies of the relation of the program to American private 
enterprise and the American economy, to make recommendations to 
prevent any possible adverse effects, with special reference to areas 
of substantial labor surplus, and to further the role of American 
private enterprise in promoting our foreign policy. The committee 
of conference emphasizes that the new provision envisages a study 
of the possible adverse effects upon the United States economy arising 
from operations under the mutual security program. It is contem- 
plated that this study will be financed from the regular appropriations 
available to each agency participating. 


MUNITIONS CONTROL (SEC. 205 (k)) 


The House bill contained a provision prohibiting the return to the 
United States, other than for the Armed Forces of the United States 
and its allies, of military arms or ammunition furnished to foreign 
governments by the United States under any foreign assistance 
programs of the United States. 

The Senate version limited the items prohibited for import to 
military firearms, rather than arms or ammunition, manufactured in 
the United States and furnished to foreign governments under any 
foreign aid program. The Senate version further stipulated that it 
was to apply only to items imported for sale and regardless of whether 
the arms in question had been advanced in value in a foreign country. 
It also provided that the prohibition should not extend to firearms 
which had been so substantially altered as to become in effect articles 
of foreign manufacture. 

The committee of conference adopted a compromise which prohibits 
the return to the United States for sale in the United States of any 
military firearms or ammunition of United States manufacture and 
furnished to foreign governments by the United States under the 
Mutual Security Act or any other foreign assistance program of the 
United States. The prohibition is not to apply to military firearms 
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or ammunition imported into the United States for the Armed Forces 
of the United States or its allies, and shall not apply to firearms that 
have been so substantially altered as to become in effect articles of 
foreign manufacture. The foreign aid programs of the United States 
covered under this provision would include, among others, the lend- 
lease program, the Greek-Turkish assistance program, the mutual 
defense assistance program, and the mutual security program. The 
phrase “militar y firearms’? was accepted because if the words “mili- 
tary arms” had been used, there was a possibility that such items as 
armored vehicles, spare parts for armored vehicles, and other similar 
items might have been included in the prohibition. 


MALARIA ERADICATION (SEC. 205 (m)) 


The committee of conference accepted the House language, as re- 
phrased, to make clear that the Development Loan Fund may, in 
accordance with the provisions of title II of chapter II, furnish assist- 
ance designed to aid the efforts of other peoples to eradicate malaria. 


CONGRESSIONAL TRAVEL ACCOUNTING (SEC. 401 (&)) 


The House bill amended section 502 (b) to provide that local cur- 
rency used by any congressional committee be charged against any 
amounts made available to such committee from the appropriate 
contingent funds, and that the use of such currency be subject to all 
the reporting and other requirements which apply to the expenditure 
of amounts made available from such contingent fund. 

The Senate amendment amended section 502 (b) to require that 
each member or employee of any congressional committee make to the 
chairman of his committee an itemized listing of expenditures of 
foreign currency and that each committee submit a consolidated 
report showing the total itemized expenditures of the committee and 
of each member or employee thereof during the preceding calendar 
year to the House Administration Committee or the Senate Appro- 
priations Committee. This report was required to be published in 
the Congressional Record. 

The information available to the managers on the part of the House 
indicated that the provision contained in the House bill would require 
substantial modification and reorganization of the accounting pro- 
cedures of the House of Representatives which would not be necessary 
in order to attain the objectives of an itemized accounting of foreign 
travel expenditures by individuals and of a public reporting of such 
expenditures. The House conferees, therefore, accepted the simpler 
language of the Senate amendment, since it appeared to attain the 
desired objectives. The committee of conference agreed, however, to 
eliminate from the Senate provision the requirement that the total 
itemized expenditures of each committee member or employee should 
be reported and published in the Congressional Record. Instead, 
language was accepted requiring that each member or employee of 
any congressional committee must report to the chairman of his com- 
mittee an itemized listing of expenditures of foreign currency. The 
total itemized expenditures of each committee and subcommittee 
during each calendar year is to be reported to the Committee on 
House Administration or the Committee on Appropriations of the 
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Senate and published in the Congressional Record. The provision 
takes effect on the date of enactment of the bill. 

The committee of conference believes that foreign travel by Mem- 
bers of Congress should be encouraged and recognizes that the use of 
foreign currency funds derived from operations under the mutual 
security and agriculture trade development and assistance programs 
for this purpose in most instances makes such travel possible without 
cost to the United States taxpayer. Certain foreign currencies made 
available under these programs will not be usable in the foreseeable 
future by the United States for any other purpose. 

The committee of conference was in agreement that congressional 
travel expenses should be fully accounted for and controlled and that 
the entire matter should be subject to further study not only by the 
Committees on Foreign Relations and Foreign Affairs, but by other 
interested committees of the Senate and the House. Such further 
study should include consideration of the accounting and control of 
congressional travel expenditures under authority other than that 
contained in the Mutual Security Act. 


COMPLETION OF PLANS AND COST ESTIMATES (SEC. 401 (d)) 


The House bill added a new section 517 which prohibited the obli- 
gation of defense support, bilateral technical cooperation, and special 
assistance funds for projects requiring substantive technical or financial 
planning until necessary engineering, financial, and other plans had 
been completed and a reasonably firm estimate obtained of the cost 
to the United States of providing such assistance, and until a determi- 
nation had been made that any necessary legislative action by the 
recipient country might reasonably be anticipated to be completed 
within 1 year. The new section also provided that funds obligated 
for assistance subject to the conditions of the section could only be 
used for the purpose for which originally obligated and would otherwise 
revert to the Treasury. 

The committee of conference accepted the House provision with 
two modifications. The first limits the application of this section to 
obligations in excess of $100,000. The second eliminates the require- 
ment that funds obligated under the conditions established by this 
section could be used only for their original purpose and if not used, 
would revert to the Treasury. With this modification, such funds 
could be reused for other purposes as authorized by the Mutual 
Security Act. 

In accepting these modifications, the managers on the part of the 
House recognized that the application of the provisions of this section 
to small transactions might seriously impede the operation of the pro- 
gram. They also were impressed with the contention that the lan- 
guage contained in the House bill would prevent the deobligation and 
reuse of funds where unforeseen changes in the political or the inter- 
national situation might make abandonment of a project for which 
funds had been obligated desirable. 


ACCEPTANCE OF BENEFITS FROM FOREIGN NATIONS AND DUAL 
COMPENSATION IN LATIN AMERICA (SEC. 401 (€) AND SEC. 502 (k)) 


The Senate amendment contained two provisions relating to the 
detail of personnel to foreign governments. The first amendment 
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prohibited any person performing functions under the Mutual Security 
Act from accepting any compensation or other benefits from a foreign 
nation. It further provided that cost-sharing arrangements could be 
made by the President with the nations to which personnel are detailed. 
The second provision amended section 712 of title 10 of the United 
States Code so that persons detailed under that section could not 
accept offices, compensation, or emoluments from the foreign govern- 
ment concerned. ‘The House bill contained no similar provisions. 

Under section 712 of title 10 of the United States Code the President 
is presently authorized to detail members of the armed services to 
certain Latin American Republics and to any other nation during time 
of war. Under that section, subject to the prior approval of the Secre- 
tary of the military department concerned, an officer so detailed may 
receive compensation or emoluments and may accept any office from 
the foreign government. 

The House receded and accepted the Senate provision prohibiting 
any person who performs functions under the Mutual Security Act 
from receiving any compensation from any foreign government. The 
House receded with an amendment to the second provision, amend- 
ing section 712 of title 10 of the United States Code. The House 
agreed to the Senate prohibition against a military officer detailed 
under the provisions of title 10, United States Code, section 712, 
accepting compensation or emoluments but with a compromise per- 
mitting such officers to continue to be authorized, subject to the prior 
approval of the Secretary of the department concerned, to accept 
offices from the foreign government to which detailed. 

The committee of conference agreed that it is in the best interest of 
the United States to prohibit any employee or officer performing 
functions under the Mutual Security Act or any military officer 
detailed under title 10, United States Code, section 712, from receiving 
compensation directly from a foreign government. To allow such 
individuals to receive compensation raises the possibility of a conflict 
of interest or even of divided loyalties. The committee of conference, 
however, considered it unnecessary to prohibit an officer detailed 
under title 10, United States Code, section 712, from accepting an 
office from a foreign government. There may be instances where it 
is in the interest of the United States for a United States officer to 
accept an office from a foreign government. On such occasions, 
however, he would be paid by the United States. For example, there 
have been instances where a United States officer has been designated 
as commandant of a foreign military academy with a simulated rank 
in the foreign army. ‘There may be other situations where a United 
States officer could serve in a dual capacity. 

Provision is made for cost-sharing arrangements with the foreign 
overnment under the Mutual Security Act and title 10, United 
tates Code, section 712. In order to facilitate such arrangements, 

ere — is not to be effective for 9 months following enactment 
of this act 


COMPUTATION OF LEVELS OF AID (sEc. 401 (f)) 


The House bill contained a provision to require the President to 
submit a report to the Congress before January 10 each year, detailing 
defense support and special assistance to be furnished for the next 
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fiscal year. The provision also required that such report contain a 
clear and detailed explanation of the method used in reaching the 
proposed levels of aid for each country, and a listing of all significant 
factors considered in determining each level of aid, the reason for the 
melusion of each factor and the monetary value assigned to each, 
together with an explanation of the manner in which these factors 
are reconciled to yield a specific dollar figure which constitutes each 
level of aid. 

The Senate amendment contained no provision on this subject. 

The committee of conference adopted a compromise which elimi- 
nates the January 10 date and the requirement that a monetary value 
be assigned to each factor considered in determining the level of aid to a 
country. The substitute language requires that during the annual 
presentation to the Congress of requests for authorizations and appro- 
priations under the Mutual Security Act, a detailed explanation of the 
method by which the proposed programs for each country have been 
arrived at shall be submitted. The substitute requires that the 
significant factors considered in determining levels of aid be included 
in the detailed explanations submitted to the Congress. 


MILITARY MATERIEL PRICING FORMULA 


Aithough the Senate receded with respect to its amendment to 
section 545 (h) of the Mutual Security Act, relating to the valuation 
of equipment under the military assistance program, the House con- 
ferees agreed that the committees of the House and Senate should 
request a report from the executive branch prior to January 1, 1959, 
concerning the implementation of section 545 (h). Prior to 1956, 
non-excess-stock items were sold by the military services to the mil- 
itary assistance program at a cost representing the replacement value 
of a similar but more modern item. In that year section 545 (h) 
was amended to provide that such sales should be at the same price 
obtaining for similar transactions between the United States military 
services or, if there are no such transactions, then at the gross cost 
for the item concerned, reduced to take into consideration age and 
condition. 

The executive branch has been slow in implementing this provision. 
All directives have not as yet been issued. One reason for this, of 
course, is that appropriations were requested in prior years on the 
basis of anticipated receipts, and an immediate reduction in receipts 
from the military assistance program would have substantially reduced 
the funds available to the military services. 

The report from the executive branch should give a detailed account- 
ing of operations under the 1956 pricing formula and should contain 
a comparison of prices charged under the prior formula with those 
charged under the existing formula. 


PROHIBITION AGAINST UNJUSTIFIED PUBLIC WORKS 


The House bill contained a provision that prohibited the use of 
mutual security funds for any flood control, river and harbor or water 
development project in a foreign country that did not meet the benefit- 
cost standards and economic feasibility requirements established for 
similar projects in the United States. The Senate amendment con- 
tained no provision on this subject. 
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The House receded from its position. The committee of conference 
endorsed the principles contained in the House language but recog- 
nized the difficulties involved in their mandatory application to proj- 
ects carried out in the less developed countries. 


INTERNATIONAL LABOR ORGANIZATION (ILO) CONTRIBUTION (SEC. 502 (f)) 


Section 2 (a) of the joint resolution of June 30, 1948, as amended, 
authorizes payment by the United States of its share of the expenses 
of the International Labor Organization (a specialized agency of the 
United Nations) as apportioned by the Organization in accordance 
with its constitution. The United States contribution has been 
limited to $1,750,000 per annum, although the apportionment as 
determined by the ILO for the United States in recent years has been 
25 percent of the ILO budget. As a consequence, the United States 
is in arrears in its payments. The House bill amended existing law 
so as to authorize an annual contribution of not to exceed 25 percent. 
The Senate bill contained a similar amendment but also a limitation 
of $2 million per annum. The conferees were informed that the 
budget already approved for calendar year 1959 by the ILO governing 
body amounts to approximately $8.4 million. Therefore, the United 
States assessment as apportioned under the ILO constitution would be 
approximately $2.1 million, and the $2 million ceiling would cause 
the United States to continue to be in arrears. Under these circum- 
stances and since the ceiling on our contribution to the World Health 
Organization is also expressed as a percentage, the committee of 
conference accepted the House version. 


FOREIGN SERVICE ACT AMENDMENT (SEC. 502 (h)) 


The Senate amendment included an amendment to the Foreign 
Service Act of 1946, as amended. The House bill contained no such 
provision. The committee of conference accepted the amendment 
included in the Senate version. 

Section 571 (c) of the Foreign Service Act permits a Foreign Service 
officer to accept a position in the Department of State to which he is 
appointed by the President and is confirmed by the Senate without 
any loss of his Foreign Service status. Under this section, for example, 
a Foreign Service officer may be appointed an Assistant Secretary of 
State. The act makes no provision for a Foreign Service officer to 
accept a position elsewhere in the Government unless he resigns or 
retires from the Foreign Service. 

The newly appointed Director of the United States Information 
Agency, Hon. George V. Allen, a Foreign Service officer with nearly 30 
years’ experience, had to retire from the Foreign Service to accept his 
new post. The Senate amendment broadens the single exception in 
the Foreign Service Act to permit a Foreign Service officer to retain 
his status within the Foreign Service when he is appointed by the 
President to any position requiring Senate confirmation. The Senate 
amendment also contains language that makes the change retroactive 
in order that Mr. Allen may be considered as if he had not retired 
from the Foreign Service to accept the position of Director of USIA. 
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INFORMATIONAL MEDIA GUARANTY (SEC. 502 (i)) 


The Senate amendment contained language that amended section 
1011 of the United States Information and Educational Exchange Act 
of 1948. The House bill did not contain such a provision, although 
the House Committee on Foreign Affairs had held hearings on this 
subject and was contemplating action on it this session. The House 
conferees therefore receded and concurred in the Senate amendment. 

The Senate amendment makes possible the continued financing of 
the Informational Media Guaranty (IMG) program through replenish- 
ment of its capital fund. The capital fund which consists of an author- 
ity to borrow from the Treasury up to $28 million is nearly depleted. 

The purpose of the program is to encourage the sale of American 
books, periodicals, films, and other informational material in countries 
where dollars are lacking by guaranteeing to the American distributor 
the convertibility of local currency sales proceeds into dollars. The 
program is undertaken only after conclusion of an agreement with the 
participating country. At the present time the program operates 
in 11 countries. 

Under the program the American exporter sells informational 
materials to a foreign importer for foreign currency which is exchanged 
for dollars by the United States Information Agency (USIA), the 
administrator of the program. Most of the foreign currencies thus 
acquired are sold by the Treasury Department to other Government 
agencies for appropriated dollars. These dollars, in turn, are credited 
to the IMG revolving fund and become available to back the issuance 
of additional guaranty contracts. The additional dollar funds 
required to operate the program, over and above the dollars obtained 
from the sale of these foreign currencies, are borrowed from the 
Treasury Department against notes assumed by the Director of the 
United States Information Agency, pursuant to the authority of 
the Mutual Security Act of 1956. 

The Senate amendment authorizes appropriations to restore USLA’s 
borrowing authority for purposes of the IMG program to the extent 
that it has been impaired by program operations. Impairment to the 
capital fund arises from three causes: (1) Some foreign currencies ac- 
quired under the program must be sold at a lower rate of exchange 
than the rate at which they were purchased from American exporters; 
(2) in some countries local currency has accumulated in amounts in 
excess of United States Government needs so that they cannot in the 
reasonably immediate future be sold to United States Government 
agencies for dollars; and (3) in a few countries the United States has 
been obliged to agree to conditions which place certain restrictions on 
the types of United States Government activities which can be fi- 
nanced with these currencies. 

Since the beginning of the program in 1948 through June 1957, $13 
million of the $28 million capital fund has been used to convert local 
currencies into dollars. An additional $9.6 million is committed to 
back outstanding guaranties, leaving $5.4 million available for new 
contracts as of July 1, 1957. This authority is insufficient to finance 
the program through fiscal year 1959 unless the capital fund is re- 
plenished by appropriation. 

The executive branch estimates that IMG contracts will be issued 
for about $13 million for each of the next 2 fiscal years. To finance the 
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issuance of some $26 million in guaranties the capital fund will require 
replenishment of approximately $8 million. It is important that the 
program be financed beyond a 1-year period in order that United 
States exporters can make their plans. 

The amount of the appropriation request is limited to the amount 
necessary to restore the realized impairment to the capital fund. Im- 
pairment is defined to include the amount of realized exchange losses 
plus the dollar cost of unsalable foreign currencies. The appropriated 
funds will be turned over to the Secretary of the Treasury to retire 
outstanding indebtedness, thus permitting USIA to make IMG 
borrowings in an equivalent amount within the present ceiling after 
payment of interest charges due. 

Through the annual replenishment of the IMG capital fund by 
appropriation, Congress will retain control over the extent of the 
program. At the same time the revolving feature will provide assur- 
ance of continuity to American exporters partic ipating in the program. 

The IMG program is an important adjunct to the work of USIA. 
It makes available in countries that lack dollars a great variety of 
informational materials privately produced in the United States. The 
small loss suffered by the Government is more than compensated for 
by the greater circulation of important materials in countries that 
otherwise would not have access to them. : 


USE OF PUBLIC LAW 480 CURRENCY FOR SCIENCE (SEC. 502 (l)) 


The Senate amendment amended section 104 of the Agricultural 
Trade Development and Assistance Act of 1954, as amended (Public 
Law 480), by adding a provision authorizing the use of Public Law 
480 currencies for scientific activities. Under the provision, Public 
Law 480 currencies could be used to collect, collate, translate, abstract, 
and disseminate scientific and technological information. They could 
also be used to conduct and support scientific activities overseas, in- 
cluding programs of scientific cooperation between the United States 
and other countries. Such cooperative projects and programs would 
include coordinated research against disease. The House bill con- 
tained no similar provision. 

The managers on the part of the House receded and accepted the 
Senate provision. 

Recent events have demonstrated the need for increased emphasis 
on scientific activities. There is an urgent need for translations and 
abstracts of scientific articles and books, both in the United States 
and abroad. This section will help meet that need. Furthermore, 
this provision will result in the United States, through cooperative 
activities, securing the benefits of increased scientific activity and 
research abroad. It will help in eliminating diseases common to all 
mankind and those which are common to particular regions. 

The provision does not in itself make funds available to any agency 
of the United States. It authorizes the use of Public Law 480 curren- 
cies for the purposes stated but leaves to the President the question 
as to which executive agency will administer the program. 
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WORLD HEALTH ORGANIZATION RESEARCH (SEC. 502 (m)) 


The Senate amendment amended the act of June 14, 1948, as 
amended, concerning United States participation in the World Health 
Organization, by adding a new section 6, declaring it to be the policy 
of the United States to continue and to strengthen mutual efforts 
among nations for research against diseases, such as heart disease and 
cancer, and inviting the World Health Organization to initiate studies 
for the strengthening of research and related programs against such 
diseases. 

The House bill did not contain a provision on this subject. 

The managers on the part of the House accepted the Senate amend- 
ment. There did not appear to be any basis for disagreement with the 
objectives of this provision. It involves only matters of direction and 
of emphasis of existing operations, and it does not call for any addi- 
tional expense. 

The committee of conference recognized the advantages to be 
derived if in these and other health programs the Executive by 
appropriate regulation take fullest advantage of the psychological 
value of the American origin of effective medicines. 


JOINT ASSISTANCE PROGRAMS IN WESTERN HEMISPHERE (SEC. 503) 


The Senate amendment contained a provision expressing the sense 
of Congress that the President should, pursuant to the provisions of 
the Mutual Security Act and other applicable legislation, seek to 
strengthen cooperation in the Western Hemisphere to the maximum 
extent by encouraging joint programs of technical and economic 
development. The House bill contained no language on this subject. 

The committee of conference accepted the Senate language as 
indicative of continued congressional encouragement to the executive 
branch to explore every means available in carrying out the objectives 
expressed in the Senate language. 

Tomas E. Moraan, 

A. S. J. CARNAHAN, 

CLEMENT J. ZABLOCKI, 

JoHn M. Vorys, 

Water H. Jupp, 
Managers on the Part of the House. 


) 
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MAIN 


DETERMINING RIGHTS AND INTERESTS OF THE NAVAHO 


TRIBE, HOPI TRIBE, AND INDIVIDUAL INDIANS TO 
CERTAIN LANDS 


JUNE 23, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Hatey, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany §. 692] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 692) to provide that the United States hold in 
trust for the Indians entitled to the use thereof the lands described 
in the Executive order of December 16, 1882, and for adjudicatin 
the conflicting claims thereto of the Navaho and Hopi Indians, aad 


for other purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following language: 


That lands described in the Executive order dated December 16, 1882, are hereb 
declared to be held by the United States in trust for the Hopi Indians and suc 
other Indians, if any, as heretofore have been settled thereon by the Secretary 
of the Interior pursuant to such Executive order. The Navaho Indian Tribe and 
the Hopi Indian Tribe, acting through the chairmen of their respective tribal 
councils for and on behalf of said tribes, including all villages and clans thereof, 
and on behalf of any Navaho or Hopi Indians claiming an interest in the area set 
aside by Executive order dated December 16, 1882, and the Attorney General on 
behalf of the United States, are each hereby authorized to commence or defend 
in the United States District Court for the District of Arizona an action against 
each other and any other tribe of Indians claiming any interest in or to the area 
described in such Executive order for the purpose of determining the rights and 
interests of said parties in and to said lands and quieting title thereto in the tribes 
or Indians establishing such claims pursuant to such Executive order as may 
be just and fair in law and equity. The action shall be heard and determined by 
a district court of three judges in accordance with the provisions of title 28, United 
States Code, section 2284, and any party may appeal directly to the Supreme 
Court from the final determination by such three judge district court. 
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Sec. 2. Lands, if any, in which the Navaho Indian Tribe or individual Navaho 
Indians are determined by the court to have the exclusive interest shall thereafter 
be a part of the Navaho Indian Reservation. Lands, if any, in which the Hopi 
Indian Tribe, including any Hopi village or clan thereof, or individual Hopi 
Indians are determined by the court to have the exclusive interest shall thereafter 
be a reservation for the Hopi Indian Tribe. The Navaho and Hopi Tribes, 
respectively, are authorized to sell, buy, or exchange any lands within their reser- 
vations, with the approval of the Secretary of the Interior, and any such lands 
acquired by either tribe through purchase or exchange shall become a part of the 
reservation of such tribe. 

Sec. 3. Nothing in this Act shall be deemed to be a congressional determination 
of the merits of the conflicting tribal or individual Indian claims to the lands 
that are subject to adjudication pursuant to this Act, or to affect the liability 
of the United States, if any, under litigation now pending before the Indian 
Claims Commission. 


Amend the title so as to read: 


A bill to determine the rights and interests of the Navaho Tribe, Hopi Tribe, 
and individual Indians to the area set aside by Executive order of December 16, 
1882, and for other purposes. 


SUMMARY 


The purpose of S. 692 is to provide for a determination of the 
rights and interests of the Navaho Tribe, Hopi Tribe, and individual 
Indians to the area set aside by the Executive order of December 16, 
1882. There has been conflict and dispute for 75 years over the 
boundaries of the Hopi Reservation which is surrounded by the 
Navaho. This bill provides for a determination of the dispute by a 
district court of three judges with right of appeal to the Supreme Court. 

No expenditure of Federal funds except for participation in the law- 
suit will result from enactment of this legislation. 

The Department of the Interior reconimends several amendments 
which have been incorporated into the bill. Representatives of the 
Hopi Nation and the Navaho Tribe attended the hearings, and for 
the most part, indicated concurrence in the bill as reported. 


EXPLANATION OF THE BILL 


S. 692 provides that the 2,472,216 acres of land described in the 
December 16, 1882, Executive order shall be held in trust for the 
Hopi Indians and such other Indians, if any, as are entitled to be 
thereon. It also authorizes an adjudication by a three-judge district 
court of the conflicting claims of the Hopi and Navaho Indians to the 
lands in question. The litigation will be in the nature of a quiet title 
action. 

The 1882 Executive order set aside othe lands “for the use and 
occupancy of the Hopi and such other Indians as the Secretary of the 
Interior may see fit to settle thereon.” These lands are now com- 
pletely surrounded by the Navaho Reservation and there has been 
considerable settling by members of both tribes outside their respec- 
tive reservations. ‘he Hopi Nation contends that its members have 
exclusive use of the 1882 reservation, while the Navahos claim they 
are “other Indians’? whom the Secretary of the Interior has seen fit 
to settle on the lands and that they have valid interests in the reserva- 
tion. 

The Bureau of Indian Affairs has made repeated, but unsuccessful, 
efforts to settle the dispute which, with discovery of oil, gas, and 
uranium in the area, has become acute. The committee does not 
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believe Congress should attempt to determine the merits of this legal 
controversy through legislation and recommends enactment of S. 692, 
which will permit the dispute to be litigated in court. 


SECTIONAL ANALYSIS 


Section 1 provides for the conversion of the present interest of the 
Indians under the Executive order of December 16, 1882, into a trust 
title, and authorizes an adjudication of the conflicting claims of the 
Indians who assert those interests. The Navaho and Hopi Tribes are 
authorized to act in the litigation on their own behalf and also on 
behalf of clans, villages, or individuals claiming an interest in the lands. 
This will prevent any question about the right of the recognized 
governing body of the tribe to represent all component parts of the 
tribe. The section also provides for the litigation to be held before a 
district court of three judges in accordance with provisions of the 
United States Code with the right of appeal to the Supreme Court. 

Section 2 provides that any lands in which the Navaho Tribe or 
individual Navaho Indians have the exclusive interest shall thereafter 
be a part of the Navaho Reservation, and any lands in which the court 
finds that the Hopi Tribe, village, clan, or individual has the exclusive 
interest shall thereafter be a reservation for the Hopi Indian Tribe. 
Provision is also made in this section for the Navaho and Hopi Tribes, 
respectively, to sell, buy, or exchange any lands within their reserva- 
tion with the approval of the Secretary of the Interior. 

Section 3 expresses the intent of Congress that nothing in S. 692 is 
to be construed as a congressional determination of the rights and 
interests in the lands set aside by the Executive order, or to affect the 
liability of the United States, if any, under litigation now pending 
before the Indian Claims Commission. 

H. R. 3789, a bill similar to S. 692, was introduced by Representa- 
tive Udall, and considered concurrently with the reported bill. 
Hearings were held on similar legislation during the 84th Congress. 

Amendments recommended by the Secretary of the Interior were 
among those incorporated into the reported bill. It is noted that 
certain factions within the Hopi Tribe are not in sympathy with this 
legislation but, following extended hearings, the committee Members 
feel that S. 692 is in the best interest of both the Hopi and Navaho 
Tribes. 

The favorable report on H. R. 3789 from the Secretary of the Interior 
dated February 26, 1957, and his supplemental report containing 
recommended amendments dated March 19, 1957, are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 26, 1957. 
Hon. Crain EnGuy, 
Chairman, Committee on Interior and Insular Affairs, 
House of Hegnqentanees es, Washington, D. C. 


Dear Mr. Encie: Your committee has requested a report on H. 
R. 3789, a bill to determine the rights and interests of the Navaho 
Tribe, Hopi Tribe, and individual Indians to the area set aside by 
Executive order of December 6, 1882, and for other purposes. 

We recommend that the bill be enacted if it is aaa as suggested 
below. 
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The bill authorizes an adjudication by a three-judge district court, 
with a right of appeal directly to the Supreme Court, of the con- 
flicting claims of the Navaho and Hopi Indians to the lands that were 
set aside by Executive order dated December 16, 1882. The litigation 
will be in the nature of a quiet title action. 

The Executive order set aside the lands “for the use and occupancy 
of the Moqui [Hopi] and such other Indians as the Secretary of the 
Interior may see fit to settle thereon’. 

The 1882 reservation is completely surrounded by a reservation 
belonging to the Navaho Tribe. The Hopi Indians claim that the 
1882 reservation was set aside for their exclusive use and that the 
Navaho Indians are unlawful intruders with no right to be there. 
The Navaho Indians claim that they are “other Indians’? whom the 
Secretary of the Interior has been fit to settle on the 1882 reservaticn, 
within the meaning of the Executive order, and that they have valid 
interests in the reservation. 

This conflict between the Navaho Indians and the Hopi Indians 
has existed since the 1882 reservation was first established, and be- 
cause of increasing population pressures, the conflict has become pro- 
gressively worse. There is no practical way in which the conflict 
can be resolved administratively. This Department has made re- 
peated efforts to resolve it, and has adopted from time to time regula- 
tions governing the use of the area. Because of the nature of the con- 
flicting claims of use and occupancy interests, however, the Depart- 
ment cannot make a final determination that will be accepted. We 
believe that it is impracticable for the merits of the controversy to be 
determined by legislation, which would mean trying the merits of the 
case before Congress, and that the only practical solution to the prob- 
lem in the enactment of enabling legislation that will permit the 
controversy, which is primarily legal in nature, to be litigated in the 
courts. 

The recognized governing bodies of both the Navaho and the Hopi 
Tribes have asked for such enabling legislation, and the pending bill 
was drafted by the attorneys representing the two tribes, in consulta- 
tion with representatives of this Department. 

Section 1 of the bill provides that the Navaho and Hopi Tribes may 
act in the litigation on their own behalf and also on behalf of any 
individual Navaho or Hopi Indians who may claim an interest in 
the land. It would be completely impracticable to allow such indi- 
viduals to appear and be represented separately. The bill also pro- 
‘vides that the tribes will represent all villages and clans thereof, which 
will prevent any question from arising about the right of the recog- 
nized governing body of the tribe to represent all component parts of 
the tribe. 

The litigation to determine the conflicting interests of the Indians 
under the Executive order may be started by either tribe, or, if the 
tribes do not take the initiative, by the Attorney General. We under- 
stand that both of the tribes are willing to commence the action. 

Section 2 of the bill provides that (1) any lands in which the court 
finds that the Navaho Tribe or individual Navahos have the exclusive 
interest shall thereafter be a part of the Navaho Reservation, (2) any 
lands in which the court finds that the Hopi Tribe, village, clan, or 
individual has the exclusive interest shall thereafter be a reservation 
for the Hopi Tribe, and (3) any lands in which the Navaho and Hopi 
Indians have a joint or undivided interest shall become a part of either 
the Navaho or the Hopi Reservation according to the court’s determi- 
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nation of fairness and equity. This provision will assure that one or 
the other of the tribes will have administrative jurisdiction over the 
land in the future, without prejudice, however, to the undivided 
interests. It also makes it clear that the tribe will have jurisdiction 
notwithstanding the fact that its rights may be predicated upon the 
interests of individual members of the tribe. Furthermore, by pro- 
viding that, after interests have been determined under the Executive 
order, the lands that are adjudicated to be Hopi lands will thereafter 
be a reservation for the Hopi Tribe, the bill converts the lands from 
an Executive order reservation into a statutory reservation. 

Section 2 of the bill also authorizes either the Navaho or the Hopi 
Tribe to buy, sell, or exchange land within its reservation, with the 
approval of the Secretary of the Interior. This provision will permit 
sales or exchanges between the two tribes in order to take care of the 
needs of any Indians who may be displaced as a result of the litigation, 
or in order to adjust the title to land in one reservation that may be 
occupied by members of the other reservation. The authority is 
restricted to lands that are within the two reservations. 

Section 3 of the bill provides that none of its provisions shall be 
construed to be a congressional determination prior to adjudication of 
the rights and interests in the lands set aside by the Executive order. 
Those rights and interests are to be adjudicated on the basis of the 
existing law without any advantage or disadvantage accruing from 
the enactment of the bill. After the adjudication has been completed, 
however, the provisions of section 2 for incorporating the lands in one 
or the other reservation will be effective. 

In order to remove from the bill any basis for an inference that 
Indians have compensable legal rights or title to lands in an Executive 
order reservation (as distinguished from a statutory reservation), we 
recommend that the form of the bill be recast so that it first converts 
the present interests of the Indians under the Executive order into a 
trust title, and then authorizes an adjudication of the conflicting claims 
of the Indians who assert those interests. By this procedure the liti- 
gation will involve trust titles that are created by the new legislation, 
rather than noncompensable interests that are held by the Indians 
only at the sufferance of the Government. Inasmuch as it is most 
improbable that the Government would ever want to deprive the 
Indians of these lands, the conversion of their use rights into a trust 
title should present no practical problem. 

The amendments necessary for the foregoing purposes are: 

1. On page 1, line 3, after “That” delete ‘‘the” and insert in lieu 
thereof ‘“‘lands described in the Executive order dated December 16, 
1882, are hereby declared to be held by the United States in trust for 
the Hopi Indians and such other Indians as heretofore have been 
settled thereon by the Secretary of the Interior pursuant to such 
Executive order. The’’. 

2. On page 1, line 6, before “any Navaho”’ insert ‘‘on behalf of”. 

3. On page 3, line 9, delete “‘any rights or interests in” and insert 
in lieu thereof “the merits of the conflicting tribal or individual 
Indian claims to’’. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
HATFIELD CHILSON, 
Assistant Secretary of the Interior. 








6 RIGHTS OF NAVAHO AND HOPI TRIBES TO CERTAIN LANDS 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 19, 1957. 
Hon. James A. HAtey, 
Chairman, Subcommittee on Indian Affairs, 
Committee on Interior and Insular z A flairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Hatey: In accordance with Mr. Aspinall’s request”dur- 
ing the hearing on H. R. 3789, a bill to determine the rights and 
interests of the Navaho Tribe, Hopi Tribe, and individual Indians to 
the area set aside by Exec sutive order of December 6, 1882, and for 
other purposes, the following amendments to the bill are submitted 
and we recommend that they be incorporated in the bill. They are 
in addition to the amendments recommended by our report dated 
February 26, 1957. 

1. In the title of the bill and also on page 1, line 8, change ““Decem- 
ber 6” to “December 16” 

2. On page 2, line 7, after “claims” insert ‘pursuant to such 
Executive order’. The purpose is to make clear that the relative 
rights and interests of the two groups of Indians are those that have 
been covebiished under the Executive order. 

3. On page 2 , line 14, delete “Any lands” and insert in lieu thereof 
“Lands, if any,’ 

4. On page 2, line 17, delete ‘‘Any lands” and insert in lieu thereof 
thereof “Lands, if any, The purpose is to prevent any inference 
from the language of the bill that either tribe may have exclusive 
rights. 

5. On page 2, line 21, delete the sentence beginning on line 21 and 
ending on page 3, line 2. The purpose is to leave for future deter- 
mination the question of tribal control over lands in which the Navahos 
and Hopis may have a joint and undivided interest. The two tribes 
feel that this question cannot be adequately resolved until the nature 
of their rights is adjudicated, and that the question is properly one 
for determination by Congress rather than by the courts. We agree 
with that position. Until the nature of their respective interests is 
adjudicated it is difficult to determine whether any part of or interest 
in the lands should be put under the exclusive jurisdiction of either 
tribe. 

6. On page 3, line 10, change the period to a comma and add “or 
to affect the liability of the United States, if any, under litigation now 
pending before the Indian Claims Commission.” 

The purpose is to make clear that the adjudication of the conflicting 
interests of the Navaho and Hopi Indians in the Executive order 
reservation will not affect in any way the pending claims litigation. 

Sincerely yours, 


”? 


Hatririp CHILSON, 
Acting Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of S. 692. 











851H Coneress }) HOUSE O NERS, NTATIVES REPorT 
2d Session ; e ; | No. 1943 


t 
REANING ROOM 


AMENDING ALASKAN AIRPORTS ACT OF 1948 RELATIVE 
TO TERMS OF LEASES ON REAL PROPERTY 


JUNE 23, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Harris, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1366] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1366) to amend the act entitled ‘‘An act to 
authorize the construction, protection, operation, and maintenance 
of public airports in the Territory of Alaska,’ as amended, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE LEGISLATION 


This legislation would amend existing law to permit the Secretary 
of Commerce to lease real property upon public airports at Anchorage 
and Fairbanks, Alaska, for periods not to exceed 55 years for the 


purpose of erecting structures necessary or incident to the operation 
of these airports. 


NEED FOR THE LEGISLATION 


Section 5 of the act of May 28, 1948, which authorized the construc- 
tion and operation of these airports, empowers the Secretary of Com- 
merce to lease real property on the airports for periods not in excess of 
20 years for the erection of such structures. Previously this 20-year 
term was considered adequate because, prior to the liquidation of the 
Reconstruction Finance Corporation, it was possible for national 
banks to make loans for construction of commercial facilities on land 
held under lease for 20 years. 

Under present law, however, national banks are prohibited from 
lending money secured by mortgages on leaseholds having less than 
50 years to run from the date the loan is made or acquired by the 
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national bank (12 U.S. C., sec. 371). Inasmuch as national banks 
furnish the principal source of financing for the type of construction 
which should now be undertaken at these airports by private industry, 
the 20-year maximum lease term limitation acts to prevent the neces- 
sary development of these airports. 

This problem as applied to leases made by the Alaska Railroad for 
industrial development along its right-of-way was dealt with in Public 
Law 232, 84th Congress, which increased from 20 to 55 years the 
maximum terms of leases given by the railroad. 


DEPARTMENTAL REPORTS 


This is remedial legislation and would not involve the expenditure of 
Government funds. 5. 1366 was introduced at the request of the 
Secretary of Commerce. A similar bill (H. R. 4916) was introduced 
by the chairman of your committee. 

Hearings were held April 16 by the Subcommittee on Transporta- 
tion and Communications of this committee. No one appeared in 
opposition. The committee knows of no opposition to the bill. 
Various individuals and civic organizations in Alaska have urged 
favorable action. Interested agencies of the Federal Government 
favor the legislation. 

\GENCY REPORTS 


The following agency reports were considered by the committee: 


DEPARTMENT OF COMMERCE, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 2, 1957. 
Hon. OrEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMan: This is in response to your request of June 
10, 1957, for the views of the Department of Commerce on S. 1366, an 
act to amend the act entitled “‘An act to authorize the construction, 
protection, operation, and maintenance of public airports in the 
Territory of Alaska,” as amended. 

The Department of Commerce favors the enactment of this pro- 
posed legislation. 

The objective of S. 1366 is to extend the discretionary authority of 
the Secretary of Commerce with respect to the length of the term of 
land leases covering real property within or upon the public airports 
in Alaska. Under existing law such leases must be limited to terms 
not exceeding 20 years. 5. 1366 proposes to increase this limitation 
to terms not exceeding 55 vears. 

Under present law, however, national banks are prohibited from 
lending money secured by mortgages on leaseholds having less than 
50 years to run from the date the loan is made or acquired by the 
national bank (12 U.S. C., see. 371). Since national banks furnish the 
principal source of financing for the type construction which should 
now be undertaken at these airports by private industry, the 20-year 
maximum-term limitation acts to prevent the necessary development 
of these airports. 

This problem was recognized by Congress in 1955, when, for 
similar reasons, it enacted Public Law 232 of the 84th Congress, and 
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authorized an increase from 20 to 55 years, in the maximum terms of 
leases given by the Alaska Railroad, for industrial development of 
Government-owned land along its rights-of-way. The reasoning set 
forth in the reports of the Senate and House Interstate and Foreign 
Commerce Committees (S. Rept. No. 706; H. Rept, No. 202; 84th 
Cong., Ist sess.) is equally applicable to the Alaskan airports. 

This bill would extend similar authority to this Department to make 
55-year leases of land on the Alaska airports. Under these leases, 
private industry could undertake construction of facilities now needed 
at these airports to serve the public. We therefore recommend this 
bill to the Congress for early enactment. 

We are advised by the Bureau of the Budget that there is no 
objection to the submission of this letter to your committee. 

Sincerely yours, 
Water WILLIAMS, 
Acting Secretary of Commerce. 


Post Orrice DsPARTMENT, 
Washington, D. C., January 13, 1958. 
Hon. Oren Harris, 
House of Representatives, Washington, D. C. 


Dwar ConGressMAN Harris: The Post Office Department is and 
has been desperately in need of improved postal facilities in Anchorage, 
Alaska. The Department is presently housed in a grossly inadequate 
Government-owned building in downtown Anchorage, sharing this 
building with other Government agencies. 

Postal operating officials at the regional level have recommended 
that a proper mail-handling facility be built on the Anchorage Airport. 
This Government-owned airport is under the custody of and operated 
by CAA. They have on the airport a sufficient amount of land that 
they would ground-lease to the Department or its assignee, and on 
which an adequate facility would be built and leased to the Govern- 
ment by private enterprise. The term of the proposed ground lease 
is limited, by statute, to 20 years. Such a short-term ground lease 
would make the financing and building costs and the resulting rental 
prohibitive. 

S. 1366, a copy of which is enclosed, is presently in your committee. 
[t simply amends the present act to permit the Secretary of Com- 
merce to enter into ground leases for a term up to 55 years. 

In behalf of the Postmaster General, may I most respectfully en- 
courage your good offices to the end that the bill be affirmatively 
reported out of committee at as early a date as possible, consistent 
with the many other labors of your good self and your committee. 

Cordially, 
Roiturwn D. BarRNarp, 
Deputy Assistant Postmaster General. 











4 AMEND ALASKAN AIRPORTS ACT OF  1'948 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., November 5, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Harris: This responds to your requests for the views of 
this Department on H. R. 4916 and S. 1366, identical bills to amend 
the act entitled ‘‘An act to authorize the construction, protection, 
operation, and maintenance of public airports in the Territory of 
Alaska,” as amended. 

This Department has no objection to the enactment of either of the 
bills. 

The act of May 28, 1948 (62 Stat. 277), provides for the operation 
of the Anchorage and Fairbanks, Alaska, Airports by the Secretary 
of Commerce. Section 5 of that act empowers the Secretary of 
Commerce to lease real property on the airports for periods not to 
exceed 20 years for the erection of structures necessary or incident to 
the operation of airports. H. R. 4916 and S. 1366 would authorize 
the term of such leases to be a maximum of 55 years. Under present 
law, national banks are prohibited from lending money secured by a 
mortgage on a leasehold having less than 50 years to run from Ae 
date the loan is made or acquired by the national bank. (See 12 
U.S. C., sec. 371.) Enactment of either of the bills will permit the 
financing by national banks of construction which may be undertaken 
at these airports by private industry. 

It should be noted that, for this same reason, similar legislation 
was enacted in connection with the term of leases made by the Alaska 
Railroad for industrial development along its right-of-way. Public 
Law 232, 84th Congress, increased the maximum term of such leases 
from 20 years to 55 years. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
RoGer Ernst, 
Assistant Secretary of the Interior. 


DupARTMENT OF THE Arr Force, 
OFrFICE OF THE SECRETARY, 
Washington, April 23, 1957. 
Hon. OrEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMaANn: Reference is made to your request for the 
comments of the Department of Defense on H. R. 4916, 85th Con- 
gress, a bill to amend the act entitled “An act to authorize the con- 
struction, protection, operation and maintenance of public airports in 
the Territory of Alaska,’ as amended. The Secretary of Defense has 
delegated to this Department the responsibility for expressing the 
views of the Department of Defense on this legislative proposal. 

Section 5 of the act of May 28, 1948 (62 Stat. 277), as amended, 
presently contains a proviso which authorizes the Secretary of Com- 
merce to lease real property within airports in Alaska for the purpose 
of erecting structures necessary or incident to the operation of the 
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airports, for periods not Tr 20 years. H. R. 4916 would 
amend that section by increasing the 20-year period specified in the 
proviso to 55 years. 

The Department of Defense has no objection to the enactment of 
this bill. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Duprey C. SHARP, 
Assistant Secretary of the Air Force. 


Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
Washington, D. C., July 3, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: This is in reply to your letter of June 
10, 1957, requesting the views of this Office with respect to S. 1366, 
a bill to amend the act entitled “‘An act to authorize the construction, 
protection, operation, and maintenance of public airports in the 
Territory of Alaska,’’ as amended. 

This Office would have no objection to the enactment of this 
measure. 

Sincerely yours, 
Ropert E. Merriam, Assistant Director. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Avaska Arrports Act oF May 28, 1948 


Sec. 5. The Secretary of Commerce is empowered to lease under 
such conditions as he may deem proper and for such periods as may 
be desirable (not to exceed ten years) space or property within or 
upon the airports for purposes essential or appropriate to the opera- 
tion of the airports: Promded, That real property within or upon the 
airports may * leased for purposes of erecting structures necessary 
or incident to the operation of the airports, for periods not exceedin 
[twenty years] fifty-five years, and any such lease heretofore made 
may be renewed or renegotiated for any such period. 


‘N 
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GRANTING STATUS OF PUBLIC LANDS TO CERTAIN REEF 
LANDS IN THE TERRITORY OF HAWAII 


JuNE 23, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. O’Brien of New York, from the Committee on Interio 


Insular Affairs, submitted the followingd f VER NGAN 


REPORT 


[To accompany H. R. 10423] MAIN 
READING ROOM 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 10423) to grant the status of public lands to 
certain reef lands and vesting authority in the commissioner of public 
lands of the Territory of Hawaii in respect of reef lands having the 
status of public lands, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

The amendment is as follows: 

Page 2, lines 10, 11 and 12, strike out the words “the Chief of 
Engineers, U nited States Army, and the Territorial board of harbor 
commissioners.” and insert in lieu thereof the following language— 


the Territorial board of harbor commissioners and all work 
shall be in compliance with Federal laws enacted for the pro- 
tection and preservation of the navigable waters of the 
United States. 

SUMMARY 


The purpose of H. R. 10423, as amended, is to grant the status of 
public lands to a 307-acre area of coral reef lands near Honolulu and 
to vest authority of the Territorial commissioner of public lands over 
them. 

Enactment of this legislation will help the Territory of Hawaii 
realize its tourist and industrial potential. 

No expenditure of Federal funds is involved in this legislation. 

The Secretary of the Interior, Governor of Hawaii, and the Terri- 
torial legislature recommend the enactment of H. R. 10423. A 
clarifying amendment recommended by the Secretary was incorporated 
into the reported bill. 
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PURPOSE OF THE BILL 


The purpose of H. R. 10423, as amended, introduced by Delegate 
Burns of Hawaii is to grant the status of public lands to 307 acres 
of coral reef lands offshore from Ala Moana Park in Honolulu and to 
vest authority in the commissioner of public lands of the Territory of 
Hawaii over them. 

The acreage in question does not presently fall into the category of 

g 1 p y gory 
Territorial public lands and thus may not be managed or developed 
as such until Federal legislation is enacted. 

When these reef lands (known locally as Magic Island) are given 
public land status, they will be under the jurisdiction of the commis- 
sioner of public lands who, with the approval of two-thirds of the 
board.of public lands, will initiate reclamation projects. All work 
will be in compliance with Federal laws saan for the protection 
and preservation of the navigable waters of the United States. 

Magic Island has great potentialities for commercial, public, and 
recreational uses providing necessary dredging and filling projects are 
undertaken. Since tourism is a leading income-producing industry in 
Hawaii, it is anticipated that the area will attract tourist hotels as 
well as public buildings and recreational facilities. 

H. R. 10423, as amended, is strongly recommended by the Governor 
of Hawaii and the Territorial legislature. Joint Resolution 45 which 
follows, authorized the Governor with the ratification by Congress to 
undertake the reclamation of the reef lands, and to issue revenue 
bonds to finance the project. 


TerrRiToRY oF Hawati 
OFFICE OF THE SECRETARY 


This is to certify that the attached copy of Joint Resolution 
45, enacted by the Legislature of the Territory of Hawaii in 
its regular session of 1957, is true and correct. 

In witness whereof I have hereunto set my hand and caused 
the great seal of the Territory of Hawaii to be affixed. 

Done at Iolani Palace, in Honolulu, this 18th day of June, 
A. D. 1957. 

[SEAL] Farrant L. Turner, 

Secretary of Hawaii. 


JOINT RESOLUTION 465 (8. J. RES. NO. 90) 


JOINT RESOLUTION Relating to reclaimed lands and the reclama- 
tion of submerged lands, authorizing and providing for the issuance 
of revenue bonds for reclamation purposes, and for advances from 
loan funds derived from general obligation bonds, and requesting 
ratification by Congress 


Be it enacted by the Legislature of the Territory of Hawazi: 

Section 1. Submerged and reclaimed lands. (a) It is the 
intent and purpose of the legislature that all lands beneath 
tidal waters which are suitable for reclamation, together 
with reclaimed lands which formerly were lands beneath 
tidal waters, be given the status of public lands of Hawaii if 
and to the extent that they do not now have that status. 


DEPOS TED BY THe 
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Insofar as it lies within the power of the legislature to do so, 
such submerged and reclaimed lands hereby are given that 
status. 

(b) The governor of Hawaii is authorized to determine, 
after receiving the advice of the commissioner of public 
lands, the board of harbor commissioners and, if such office 
is constituted by the Twenty-Ninth Legislature, the director 
of territorial planning, which areas of lands are suitable for 
reclamation, and to take all necessary steps to the end that 
the reclaimed and reclaimable lands be given the status of 
public lands insofar as they do not now have that status. 
The term “lands beneath tidal waters which are suitable for 
reclamation’’ includes, without prejudice to the generality of 
the term, the reef areas and other shallow waters and environs 
which economically can be reclaimed and which are so 
situated that reclamation thereof would put them to their 
highest and best use. 

(ce) In determining which areas are suitable for reclama- 
tion and in implementing the objective of the legislature that 
the same be given the status of public lands, the governor of 
Hawaii is not required to, and it is not intended that he 
should, determine prior to such areas attaining the status of 
public lands, which portions thereof are to be dredged and 
which to be filled. No work is to be done on lands beneath 
tidal waters without the consent of the board of harbor com- 
missioners and the secretary of the military department con- 
cerned. It is the finding of the legislature that these require- 
ments, together with the control vested in the governor 
through his power to set aside and withdraw lands by 
executive order, and the control vested in the commissioner 
of public lands through his power to determine the terms and 
provisions of sales and leases, constitute sufficient protection 
of the public interest in the sea waters for purposes of naviga- 
tion and recreation. In respect of the public interest in the 
sea waters for purposes of fishing, it 1s the finding of the 
legislature that such interest is subordinate to the objective 
of attaining the highest economic use of reclaimable lands. 

Sec. 2. Authority of commissioner of public lands to 
reclaim lands, etc. (a) The commissioner of public lands, 
with the approval of the governor, is authorized to initiate 
projects for the reclamation of lands beneath tidal waters 
having the status of public lands, which are or come under 
his control. at 

(b) The provisions of this Joint Resolution are without 
prejudice to the power of the commissioner to permit or 
require such reclamation by others pursuant to the terms 
and provisions of sales and leases made by him. 

Sec. 3. Initiation and construction of project. (a) The 
construction of new land areas pursuant to section 2 (a), 
together with the means of access thereto, and maintenance, 
betterment and extensions of the same, shall be initiated by 
the commissioner of public lands and shall be constructed or 
made by or under the supervision of the superintendent of 
public works, in conformity with plans and specifications 
approved by the commissioner of public lands, for which 
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purposes the commissioner shall make allotments of funds 
appropriated therefor or derived from revenue bonds or from 
the advances and transfers hereinafter authorized, for ex- 
penditure by the superintendent of public works and for 
services of the department of public works for which said 
department has no general fund appropriation. 

(b) In earrying out the provisions of this Joint Resolution 
the commissioner of public lands may use the facilities and 
services of other departments and agencies of the Territory 
and the counties, and such departments, agencies and 
counties are authorized and directed to make available their 
facilities and services. The commissioner of public lands 
may compensate such departments and agencies for such 
services, if they have no appropriation therefor, from the 
funds designated in subsection (a). 

Sec. 4. Issuance of revenue bonds. Revenue bonds, as 
coment for by part III of chapter 137, Revised Laws of 
Hawaii 1955, may be issued to finance in whole or in part the 
cost of construction of such new land areas and means of 
access thereto, the acquisition, by condemnation, purchase 
or otherwise, of littoral or other private rights, if any, which 
may be affected by such construction, and of rights of way 
to the shore and such shore lands as may be necessary to 
enable such construction, and the costs of maintenance, 
betterment and extension of such new land areas and means 
of access thereto. The revenues derived from the lease of 
such new land areas shall be pledged for the punctual pay- 
ment of such bonds, and interest thereon, and such revenues 
are hereby charged with the payment of said principal and 
interest. Each reclamation project, including a specific new 
land area or areas and all of the matters relating thereto 
enumerated in the first sentence of this section, is designated 
as an “undertaking” within the meaning of said part III of 
chapter 137. The commissioner of public lands is the de- 
partment head charged with the administration of such 
undertakings. 

Sec. 5. Advances and transfers. For the purpose of pay- 
ing the costs of the issuance of bonds authorized by this Joint 
Resolution and other preliminary expenses, including but 
not limited to expenses for engineering and surveys, plans 
and designs and appraisals and the costs of services of other 
departments and agencies, the commissioner of public lands 
is authorized to make advances of such sums as may be neces- 
sary from, and as are not then otherwise required ror use in, 
the land development revolving fund, which fund shall be 
reimbursed for said advances upon the issuance of the revenue 
bonds issued to finance the reclamation project in connection 
with which such costs and expenses are incurred. The treas- 
urer of the Territory is also authorized to make temporary 
transfers to the commissioner of public lands for such pur- 
poses in conformity with the provisions of section 137—66 of 
said part III of chapter 137, Revised Laws of Hawaii 1955. 

It further is provided that the governor of the Territory 
may make advances from loan funds, derived from the issu- 
ance of general obligation bonds, for public improvements 
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authorized by sections 3 and 4, and such advances shall be 
repaid from the proceeds of the revenue bonds when issued, 
before any other advances are reimbursed therefrom. When 
reimbursed such loan funds shall be available for expenditure 
for the public improvements the financing of which by the 
issuance of general obligation bonds theretofore was au- 
thorized. 

Sec. 6. Authorization of revenue bonds. There are 
hereby authorized to be issued by the commissioner of pub- 
lic lands, as provided by part III of chapter 137, Revised 
Laws of Hawaii 1955, revenue bonds in a total amount not 
exceeding twenty-five million dollars to finance in whole or 
in part the costs of construction of new land areas under 
this Joint Resolution, and other costs as provided in section 
4 hereof. 

Sec. 7. Ratification by Congress. The Congress of the 
United States of America is hereby respectfully requested to 
enact ae approving and ratifying this Joint Resolution. 

Sxc. 8. Transmission of certified copies. Certified copies 
of this Joint Resolution shall be transmitted to the President 
of the Senate and the Speaker of the House of Representa- 
tives of the Congress of the United States, to the Secretary 
of the inten and to the Delegate to Congress from Hawail. 

Sec. 9. Effective date. This Joint Resolution shall take 
effect upon its approval, provided that the provisions herein 
requiring congressional approval and ratification shall become 
effective upon the enactment of legislation by Congress 
approving and ratifying this Joint Resolution. 

Approved this 6th day of June 1957. 


SAMUEL WILDER KING, 
Governor of the Territory of Hawaia. 

H. R. 10423, as amended, will ratify sections 4, 5, and 6 of the 
resolution which refer to revenue bonds. 
* A clarifying amendment recommended by the Secretary of the 
Interior to insure that the reclamation work shall be in accordance 
with Federal laws enacted for the protection and preservation of the 
navigable waters of the United States was adopted by the committee. 

The favorable report of the Secretary of the Interior on H. R. 10423, 
dated May 16, 1958, is as follows: 


DrPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 16, 1958. 
Hon. Cuarr ENGuE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Ri - sentatives, Washington, D. C. 


Dear Mr. Enoie: Your committee has requested a report on 
H. R. 10423, a bill to grant the status of public lands to certain reef 
lands and vesting authority in the commissioner of public lands of 
the Territory of Hawaii in respect of reef lands having the status of 
public lands. 

We recommend the enactment of H. R. 10423, if amended as 
suggested below. 
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This bill provides that a certain 307 acre area, a part of what is 
known in Hawaii as “reef lands,” be given the status of public lands, 
as understood in the Hawaiian Organic Act, and be managed in the 
same manner as other public lands in Hawaii. The commissioner of 
public lands with the approval of two-thirds of the board of public 
lands is authorized, with respect to these reef lands, to initiate and 
cause to be constructed in accordance with Territorial laws, projects 
for the reclamation of the lands, or to permit the reclamation to be 
done by lessees. No work is to be done on the reef lands, however, 
without the consent of the Chief of Engineers, United States Army, 
and the Territorial board of harbor commissioners. Provision is 
further made for the financing of the reclamation by the issuance of 
Territorial revenue bonds. 

The area in question lies offshore of Ala Moana Park in Honolulu. 
Inasmuch as these reef lands do not now fall within the definition of 
‘public lands’’ of the Territory of Hawaii, they may not be managed 
or developed for use under the public land laws of Hawaii. No Federal 
statute has ever been enacted dealing with the management or 
development of such lands, and the Territorial legislature has no 
authority to provide for their use. Therefore, the lands must lie idle 
until Federal legislation is passed. 

The city of Honolulu is hampered to a degree in its development by 
the mountainous nature of the terrain and, as in the case of many 
similarly situated communities, finds that it must use the reef lands 
and lands under shallow waters for expansion, if it is to have a normal 
growth. Being heavily dependent upon the tourist industry for its 
development, the city has a particular need to bring into use lands 
which when developed will be adjacent to the ocean. 

Governor Quinn of Hawaii, in recommending passage of H. R. 
10423, has informed us that he considers enactment of this legislation 
of major importance to the development of the Territory. 

The area in question is considered to have great potentialities for 
commercial, public, and recreational uses. Possibilities of the area 
have been dramatized through the application to it of the name 
“Magic Island,” and some have conceived of it as an area to be 
primarily devoted to tourist hotels, although no fixed plans for the 
use of the area have been made, and it is probable that portions would 
be used for public buildings and public recreational areas. Before 
any such use could be made of the lands, they would have to be 
reclaimed by appropriate dredging and/or filling, which if the bill were 
enacted would be accomplished without expense to the Federal 
Government. 

In Hawaii the “public lands” are, with minor exceptions not here 
pertinent, those lands ceded to the United States by the Republic of 
Hawaii by the Treaty of Annexation of 1897. This, however, was 
under terms providing that such lands would continue to be managed 
by the appropriate officials of the Territory, that the land laws of 
Hawaii would continue to be applicable to them unless or until 
amended by Congress, and that the beneficial interest in such lands 
would be retained for the people of Hawaii, saving to the United 
States the right of free use and occupancy for its civil, military, or 
naval purposes. Enactment of H. R. 10423 would permit Territorial 
officials to manage the 307 acres in the same manner, and subject to 
the same general procedures and law, as they now manage other 
“public lands” in the Territory. 
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The last Territorial legislature, by the enactment of Act 150, pro- 
vided for the creation of a new office of director of planning, which is 
charged with the function of planning the use of areas such as this. 
This office has only recently begun to function, but it is expected that 
within the next few months more definite plans for this area will be 
developed. The last Territorial legislature likewise adopted Joint 
Resolution 45, which authorized the Governor, with ratification by 
the Congress, to undertake the reclamation of reef lands and other 
lands beneath shallow waters, and which authorized the issuance of 
Territorial revenue bonds for that purpose. H. R. 10423 proposes to 
ratify sections 4, 5, and 6 of the resolution, these sections dealing with 
the issuance of revenue bonds. It is believed that the potentialities of 
the area described in H. R. 10423 will fully support the expenditure of 
public funds for its reclamation, and the issuance of revenue bonds 
therefor. 

For purposes of clarification, and in conformity with the usual 
language used where approval of the Chief of Engineers is required, 
we would suggest that the bill be amended by striking out the words 
“Chief of Engineers, United States Army, and” on page 2, lines 10 
and 11 of the bill, and on line 12 after the word ‘‘commissioners” by 
deleting the period, and adding the following, “and all work shall be 
in compliance with Federal laws enacted for the protection and 
preservation of the navigable waters of the United States.” 

H. R. 10423 will permit greatly needed growth to occur in Honolulu 
and will assist the Territory in carrying through its program of 
developing additional revenue through the reclamation of usable 
lands which cannot now be devoted to any useful purpose because 
of the lack of legal authority to do so. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends that 
H, R. 10423 as amended be enacted. 


O 
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SWITCHBLADE KNIVES 


JUNE 23, 1958.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mir. Mack of Ilhnois, from the Committee on Interstate and Foreign 


Commerce, submitted the follow mgr ER STN 


REPORT 


[To accompany H, R. 12850] MAIN 
READING ROOM 
The Committee on Interstate and Foreign Commerce, to whom was 

referred the bill (H. R. 12850) to prohibit the introduction, or manu- 
facture for introduction, into interstate commerce of switchblade 
knives, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

EXPLANATION OF BILL 


The purpose of this legislation is to prohibit the introduction, or 
manufacture for introduction, into interstate commerce, or the trans- 
portation or distribution in interstate commerce, with certain excep- 
tions, of autom: Mtic knives, commonly referred to as switchblade knives, 
the blades of which open automatically either by hand pressure applied 
to a button or + alia device, or by the operation of inertia or gravity. 

Exceptions from this prohibition are made for (1) common or con- 
tract carriers which may handle switchblade istives in the ordinary 
course of their business; (2) the manufacture, sale, transportation, 
distribution, possession, or introduction into interstate commerce of 
switchblade knives pursuant to contract with the Armed Forces; 
(3) the Armed Forces or any member or employee thereof acting in 
the performance of his duty; or (4) the possession and transportation 
upon his person of any switchblade knife with a blade 3 inches or less 
in length by any individual who has only 1 arm (sec. 4 of bill). 

Any person who knowingly violates this act would be fined not 
more than $2,000 or be imprisoned for not more than 5 years, or both 
(sec. 2 of the bill). 

Whoever manufactures, sells, or possesses any switchblade knife 
within any Territory or possession of the United States, within 
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Indian country (as defined in sec. 1151, title 18, U. S. C.) or within 
the special maritime and territorial jurisdiction of the United States 
(as defined in sec. 7, title 18, U. S. C.) shall be fined not-more than 
$2,000 or imprisoned not more than 5 years, or both (sec. 3 of bill).! 

Switchblade knives are declared to be nonmailable except to (1) 
civilian or Armed Forces supply or procurement officers and employees 
of the Federal Government, (2) to supply or procurement officers of 
the National Guard, the Air National Guard or militia of a State, 
Territory, or the District of Columbia, and (3) to supply or procure- 
ment officers or employees of the municipal government of the District 
of Columbia, or the Government of any State or Territory, or any 
county, city, or other political subdivision of a State or Territory 
and, in the exceptions mentioned, they are mailable only when the 
aforementioned individuals or organizations order, procure, or pur- 
chase such knives in connection with their official activities. Manu- 
facturers of, or bona fide dealers in, such knives may use the mails 
to ship to any of the above-designated individuals or organizations 
pursuant to an order from such individuals or organizations. 

The Postmaster General is given authority to require any person 
proposing to mail such a knife to give a satisfactory explanation in 
writing that the mailing will not be in violation of the law (sec. 5 of 
the bill). 

The law will take effect 60 days after the date of its enactment 
(sec. 6 of bill). 

NEED FOR LEGISLATION 


Hearings on this legislation revealed that over 1 million switchblade 
knives are distributed and sold each year in this country, and that of 
these some 200,000 are imported. Over 5 million of these knives have 
been sold in the past 5 years, principally to juveniles. A large 
proportion of the knives are sold at a price within the reach of teen- 
agers. 

The appalling situation in the cities throughout the Nation should 
bring home to us the urgent need for action in this field. Every 
day our newspapers report numerous muggings ahd attacks, many of 
them involving knives. Doing away with switchblade knives will 
not be a cureall for the crimewave sweeping the Nation, but it will 


1 Sec. 1151 of title 18, U. S. C.: 
“§ 1151. Indian country defined 

“The term ‘Indian country’, as used in this chapter, means (a) all land within the limits of any Indian 
reservation under the jurisdiction of the United States Government, notwithstanding the issuance of any 
patent, and, including rights-of-way running through the reservation, (b) all dependent Indian communities 
within the borders of the United States whether within the original or subsequently acquired territory 
thereof, and whether within or without the limits of a State, and (c) all Indian allotments, the Indian titles 
to which have not been extinguished, including rights-of-way running through the same.”’ 

Sec. 7 of title 18, U. S. C.: 

“§ 7. Special maritime and territorial jurisdiction of the United States defined 

“The term ‘special maritime and territorial jurisdiction of the United States’, as used in this title, in- 
cludes: 

“(1) The high seas, any other waters within the admiralty and maritime jurisdiction of the United States 
and out of the jurisdiction of any particular State, and any vessel belonging in whole or in part to the United 
States or any citizen thereof, or to any corporation created by or under the laws of the United States, or of 
any State, Territory, District, or possession thereof, when such vessel is within the admiralty and maritime 
jurisdiction of the United States and out of the jurisdiction of any particular State. 

**(2) Any vessel registered, licensed, or enrolled under the laws of the United States, and being on a voyage 
upon the waters of any of the Great Lakes, or any of the waters connecting them, or upon the Saint Lawrence 
River where the same constitutes the International Boundary Line. 

(3) Any lands reserved or acquired for the use of the United States, and under the exclusive or concurrent 
— thereof, or any place purchased or otherwise acquired by the United States by consent of the 

islature of the State in which the same shall be, for the erection of a fort, magazine, arsenal, dockyard, or 
other needful building. 

(4) Any island, rock, or key containing deposits of guano, which may, at the discretion of the President, 
be considered as appertaining to the United States.” 
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remove one of the favorite weapons of our juvenile and criminal 
element. It will afford the public some measure of added protection 
and give valuable assistance to our hard-pressed local law-enforcement 
agencies. 

Federal legislation to prohibit switchblade knives is necessary 
because only a limited number of States have any laws relating to such 
knives. Asa result, these knives are bootlegged into these States from 
other States which have no prohibitory statutes, or they are sent 
through the mails. Elsewhere, they are sold openly. City ordinances 
are somewhat of a deterrent, but they are by no means sufficiently 
effective. The only solution to the switchblade and gravity knife 
menace is to pass Federal legislation to prohibit the introduction or 
manufacture for introduction of these weapons into interstate com- 
merce, to close the mails to them and to ban their importation. 

The Subcommittee To Investigate Juvenile Delinquency in the 
United States, a subcommittee of the Committee on the Judiciary 
of the United States Senate, recently conducted an investigation into 
j the use of dangerous weapons by juveniles, with special emphasis 

on the interstate traffic and importation of switchblade knives. In 
an effort to determine the severity of the problem on a community 
level, the subcommittee sent questionnaires to the major police 
departments of the United States, and others. Following are excerpts 
from the subcommittee’s report (85th Cong., 2d sess., 5. Rept. No. 
1429, pp. 6-7): 


The subcommittee’s investigation disclosed that many of 
these knives were manufactured abroad and distributed by 
firms in this country who handle numerous items in addition 
to switchblade knives. 

It was established that these items were being widely 
distributed through the mail by distributors to the various 
States that had local laws prohibiting possession, sale, or 
distribution of switchblade knives. This fact, the subcom- 
mittee feels, points out the need for Federal control of the 
interstate shipment of these instruments, since local legisla- 
tion is being systematically circumvented through the 
mail-order device. 

In the United States 2 manufacturers have a combined 
production of over 1 million switchblade knives a year. Both 
concerns are important cutlery manufacturers and the 
manufacture of switchblade knives represents only a small 
part of their business. It is estimated that the total traffic 

| in this country in switchblade knives exceeds 1,200,000 
per_year. 

The questionnaires returned by police chiefs throughout 
the country indicate that many switchblade knives have been 
confiscated from juveniles. The police chiefs, almost without 
exception, indicate that these vicious weapons are on many 
occasions the instrument used by juveniles in the commission 
of robberies and assaults. Of the robberies committed in 
1956, 43.2 percent were by persons under 21 years of age. 
A switchblade knife is frequently part of the perpetrator’s 
equipment in this type of crime. In New York City alone 
in 1956, there was an increase of 92.1 percent of those under 
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16 arrested for the possession of dangerous weapons, one of 
the most common of which is the switchblade knife. 
Be * * * * 


In response to the subcommittee’s questionnaire, police 
chiefs from all sizable communities, with few exceptions, 
uniformly supported the enactment of legislation prohibiting 
the interstate traffic in these articles. 

Although over 20 States have an explicit prohibition 
against the sale of the automatic-opening knife, and many 
more have a general kind of prohibition against possession 
with intent to use any kind of dangerous article, the dis- 
semination of approximately 1,200,000 of these articles, 
many of them going into the States where there are local 
prohibitions against their distribution and many of them 
getting into the hands of juveniles, shows the need for 
Federal controls. 

The proposed legislation directed against the interstate 
traffic in these articles provides for a maximum fine of 
$2,000 and/or a 5-year prison sentence, with a maximum 
fine of $5,000 if an interstate sale is made to a juvenile 
under 18. 

HEARINGS 


Five bills to prohibit traffic in switchblade knives were introduced 
in this Congress. They are H. R. 4956, by Mr. Teller of New York; 
H. R. 7258; by Mr. Yates of Illinois; H. R. 9820, by Mr. Delaney of 
New York; H. R. 10618, by Mrs. Kelly of New York; and H. R. 
11289, by Mr. Addonizio of New Jersey.2. The latter three bills are 
ide ntical. A hearing on these bills was held on April 17, 1958, by 
the Subcommittee on Commerce and Finance of the Committee on 
Interstate and Foreign Commerce at which time Messrs. Delaney, 
Yates, Addonizio, and Mrs. Kelly testified in favor of this legislation. 
The subcommittee considered these bills and made some amendments 
thereto. A clean bill incorporating the amendments was introduced 
by Mr. Mack of Illinois, subcommittee chairman, which is the bill 
hereby being reported, H. R. 12850. 


REPORTS OF EXECUTIVE DEPARTMENTS AND AGENCIES 


The reports of executive departments and agencies on this legisla- 
tion are set forth in the appendix to this report. 

The Department of Justice did not recommend enactment of this 
legislation. The Secretary of Commerce recommended against enact- 
ment of this legislation. The Bureau of the Budget shared the views 
of the Department of Justice and the Department of Commerce but 
had no objection to the enactment of those provisions of the bill deal- 
ing with the mailability of such knives. The Secretary of the Army, 
speaking for the Department of Defense, had no objection to the enact- 
ment of the legislation provided it was ‘amended to exempt from the 
prohibitions contained therein the manufacture, sale, possession, 
transportation, distribution, or introduction into interstate commerce 
of switchblade knives by the Armed Forces or members and employees 


2 Mr. Yates also introduced H. R. 2849, which was superseded by H. R. 7258, and Mr. Delaney also 
introduced H. R. 4013, which was superseded by H. R. 9820. 
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thereof, acting in the performance of their duties. The Post Office 
Department recommended enactment of the legislation with respect 
to the mailability of switchblade knives if an appropriate amendment 
were made giving the Postmaster General the right to request an ex- 
planation from the sender, in writing, that the law is being complied 
with. The committee adopted such an amendment. 

No estimate is available as to the cost which this legislation would 
result in to the Federal Government. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the oe 
of Representatives, changes in existing law made by the bill, 
introduced, are shown as follows (new matter is printed in italia, 
existing law in which no change is proposed is shown in roman): 


Section 1716 or Tirie 18 or THE UnitTep States Cope 


§$ 1716. Injurious articles as nonmailable 

All kinds of poison, and all articles and compositions containing 
poison, and all poisonous animals, insects, reptiles, and all explosives, 
inflammable materials, infernal machines, and mechanical, chemical, 
or other devices or compositions which may ignite or explode, and all 
disease germs or scabs, and all other natural or artificial articles, 
compositions, or material which may kill or injure another, or injure 
the mails or other property, whether or not sealed as first-class matter, 
are nonmailable matter and shall not be conveyed in the mails 
delivered from any post office or station thereof, nor by any letter 
carrier. 

The Postmaster General may permit the transmission in the mails, 
under such rules and regulations as he shall prescribe as to prepara- 
tion and packing, of any such articles which are not outwardly or of 
their own force dangerous or injurious to life, health, or property. 

The Postmaster General is authorized and directed to permit the 
transmission in the mails, under regulations to be prescribed by him, 
of rh scorpions which are to be used for purposes of medical research 
or for the manufacture of antivenin. Such regulations shall include 
such provisions with respect to the packaging of such live scorpions 
for transmission in the mails as the Postmaster General deems neces- 
sary or advisable for the protection of Post Office Department per- 
sonnel and of the public generally and for ease of handling by such 
personnel and by any individual connected with such research or 
manufacture. Nothing contained in this paragr: aph shall be con- 
strued to authorize the transmission in the mails of live scor pions by 
means of aircraft engaged in the carriage of passengers for compensa- 
tion or hire. 

The transmission in the mails of poisonous drugs and medicines may 
be limited by the Postmaster General to shipments of such articles 
from the manufacturer thereof or dealer therein to licensed physicians, 
surgeons, dentists, pharmacists, druggists, cosmetologists, barbers, and 
veterinarians, under such rules and regulations as he shall prescribe. 

The transmission in the mails of poisons for scientific use, and 
which are not outwardly dangerous or of their own force dangerous 
or injurious to life, health, or property, may be limited by the Post- 
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master General to shipments of such articles between the manufac- 
turers thereof, dealers therein, bona fide research or experimental 
scientific laboratories, and such other persons who are employees of 
the Federal, a State, or local government, whose official duties are 
comprised, in whole or in part, of the use of such poisons, and who are 
designated by the head of the agency in which they are employed 
to receive or send such articles, under such rules and regulations as 
the Postmaster General shall prescribe. 

All spirituous, vinous, malted, fermented, or other intoxicating 
liquors of any kind are nonmailé .ble and shall not be deposited in or 
carried through the mails. 

All knives “having a blade which opens automatically (1) by hand 
pressure applied to a button or other device in the handle of the knife, 
or (2) by operation of inertia, gravity, or both, are nonmailable and shall 
not be deposited in or carried by the mails or delivered by any postmaster, 
letter carrier, or other person in the postal service. Such knives may be 
conveyed in the mails, under such regulations as the Postmaster General 
shall prescribe— 

(1) to civilian or Armed Forces supply or procurement officers 
and employees of the Federal Government ordering, procuring, or 
purchasing such knives in connection with the activities of the 
Federal Government; 

(2) to supply or procurement officers of the National Guard, the 
Air National Guard, or militia of a State, Territory, or the District 
of Columbia ordering, procuring, or purchasing such knives in con- 
nection with the activities of such organizations; 

(3) to supply or procurement officers or employees of the muncipal 
government of the District of Columbia or of the government of any 
State or Territory, or any county, city, or other political subdivision of 

a State or Territory, ordering, procuring, or purchasing such knives 
in connection with the activities of such government; and 

(4) to manufacturers of such knives or bona fide dealers therein in 
connection with any shipment made pursuant to an order from any 
person designated in paragraphs (1), (2), and (8). 

The Postmaster General may require, as a condition of conveying any such 
knife in the mails, that any person proposing to mail such knife explain in 
writing to the satisfaction of the Postmaster General that the mailing of 
such knife will not be in violation of this section. 

Whoever knowingly deposits for mailing or delivery, or knowingly 
causes to be delivered by mail, according to the direction thereon, or 
at any place at which it is directed to be delivered by the person to 
whom it is addressed, anything declared nonmailable by this section, 
unless in accordance with the rules and regulations authorized to be 
prescribed by the Postmaster General, shall be fined not more than 
$1,000 or imprisoned not more than one year, or both. 

Whoever knowingly deposits for mailing or delivery, or knowingly 
causes to be delivered by mail, according to the direction thereon or 
at any place to which it is directed to be delivered by the person to 
whom it is addressed, anything declared nonmailable by this section, 
whether or not transmitted in accordance with the rules and regula- 
tions authorized to be prescribed by the Postmaster General, with 
intent to kill or injure another, or injure the mails or other property, 
shall be fined not more than $10,000 or imprisoned not more than 
twenty vears, or both. 
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Whoever is convicted of any crime prohibited by this section, 
which has resulted in the death of any person, shall be subject also to 
the death penalty or to imprisonment for life, if the jury shall in its 
discretion so direct, or, in the case of a plea of guilty, or a plea of not 
guilty where the defendant has waived a trial by jury, if the court in 
its discretion, shall so order. 





APPENDIX 


Unirep Srates DEPARTMENT OF JUSTICE, 
OFFIcE OF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., May 20, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Dear Mr. CuHarrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 7258) 
to prohibit the introduction, or manufacture for introduction, imto 
interstate commerce of switchblade knives, and for other purposes. 

On. April 12, 1957, the Department of Justice reported to the com- 
mittee on two similar bills, H. R. 2849 and H. R. 4013. The views 
expressed in that report, copies of which are enclosed, are equally 
applicable to the bill now under consideration. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 


Witit1am P. RoaGers, 
Deputy Attorney General. 


AprRIL 12, 1957. 
Hon. OrEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuartrMan: This is in response to your request for the 
views of the Department of Justice relative to the bill (H. R. 2849 and 
H. R. 4013) to prohibit the introduction, or manufacture for intro- 
duction, into interstate commerce of switchblade knives, and for 
other purposes. 

The bills would prohibit the introduction, or manufacture for 
introduction, into interstate commerce, or the transportation or 
distribution in interstate commerce, of switchblade knives. They 
would also prohibit the manufacture, sale, or possession of switch- 
blade knives within Indian country as defined in section 1151 of title 
18 of the United States Code, or within the special maritime and 
territorial jurisdiction of the United States as defined in section 7 of 
title 18. Violators would be subject to a maximum fine of $2,000 
and/or imprisonment for not more than 5 years. Section 4 of H. R. 
2849 would exempt from its application common carriers, contract 
carriers, and freight forwarders with respect to any switchblade 
knife shipped, transported, or delivered for shipment in interstate 
commerce in the ordinary course of business. Section 4 of H. R. 4013 
would provide a similar exemption, plus two others. It would exempt 
the manufacture, sale, transportation, distribution, possession, or 
introduction of switchblade knives into interstate commerce pursuant 
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to contract with the Armed Forces. Also, it would exempt the 
possession of switchblade knives by members of the Armed Forces to 
whom such knives were issued by the Federal Government. 

The Department of Justice is unable to recommend enactment of 
this legislation. 

The committee may wish to consider whether the problem to which 
this legislation is addressed is one properly within the police powers 
of the various States. As you know, Federal law now prohibits the 
interstate transportation of certain inherently dangerous articles 
such as dynamite and nitroglycerin on carriers also transporting 
passengers. The instant measures would extend the doctrine upon 
which such prohibitions are based by prohibiting the transportation of 
a single item which is not inherently dangerous but requires the 
introduction of a wrongful human element to make it so. 

Switchblade knives in the hands of criminals are, of course, po- 
tentially dangerous weapons. However, since they serve useful and 
even essential, purposes in the hands of persons such as sportsmen, 
shipping clerks, and others engaged in lawful pursuits, the committee 
may deem it preferable that they be regulated at the State rather than 
the Federal level. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Wittiam P. Rogers, 
Deputy Attorney General. 


THE SECRETARY OF COMMERCE, 
Washington, D. C., June 25, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Drar Mr. CuarrMan: This letter is in reply to your request dated 
May 8, 1957, for the views of this Department with respect to H. R. 
7258, a bill to prohibit the introduction, or manufacture for intro- 
duction, into interstate commerce of switchblade knives, and for other 
purposes. 

H. R. 7258 would prohibit and prescribe penalities for the manu- 
facture, sale, or possession of switchblade knives, and their mailing 
or their introduction into interstate commerce. Exemptions from 
these prohibitions would include supply or procurement officers and 
employees of the Federal Government, of the municipal government 
of the District of Columbia, of the government of any State, Terri- 
tory, county, city, or other subdivision of a State or Territory; supply 
and procurement officers (but not the members, it appears) of the 
National Guard, the militia of a State, Territory, or the District of 
Columbia, when any of these persons are acting in connection with 
the activities of such governments and organizations. The Depart- 
ment of Commerce does not recommend enactment of H. R. 7258. 

While this proposed legislation recognizes that there are legitimate 
uses that have need for switchblade knives, the exemptions would 
appear to assume that the most significant of those uses lie in Govern- 
ment activities. To us, this ignores the needs of those who derive 
and augment their livelihood from the ‘‘outdoor’’ pursuits of hunting, 
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fishing, trapping, and of the country’s sportsmen, and many others. 
In our opinion, there are sufficient of these that their needs must be 
considered. 
Again, we feel that the problem of enforcement posed by the many 
exemptions would be huge under the proposed legislation. 
For these reasons, the Department of Commerce feels it cannot 
support enactment of H. R. 7258. 
We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 
Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., June 13, 1957 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, House Office Building, 
vi ‘ashington, o. ©. 


My Dear Mr. CHarrMan: This i is in reply to your letter of May 
8, 1957, requesting the views of the Bureau of the Budget on H. R. 
7258, a bill to prohibit the introduction, or manufacture for introdue- 
tion, into interstate commerce of switchblade knives, and for other 
purposes. 

On April 1, 1957, in reporting to your committee on two similar 
bills, H. R. 2849 and H. R. 4013, the Bureau of the Budget pointed 
out that the Departments of Commerce and Justice had raised serious 
questions as to whether this problem is more properly a subject for 
the police powers of the States. 

The Bureau of the Budget believes that these questions are equally 
applicable to H. R. 7258 and has no further comment to offer at 
this time. 

Sincerely yours, 
Percy Rappaport, 
Assistant Director. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., July 16, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHarrMAN: Reference is made to your request for the 
views of the Department of Defense with respect to H. R. 7258, 85th 
Congress, a bill to prohibit the introduction, or manufacture for 
introduction, into interstate commerce of switchblade knives, and for 
other purposes. The Secretary of Defense has delegated to the 
Department of the Army the responsibility for expressing the views 
of the Department of Defense thereon. 

The purpose of the bill is generally as stated in its title. 

The Department of the Army on behalf of the Department of 
Defense would interpose no objection to enactment of the bill, pro- 
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vided it is amended to exempt from the prohibitions contained therein 
the manufacture, sale, possession, transportation or distribution of 
switchblade knives by the Armed Forces or members and employees 
thereof acting in the performance of their duties, thereby expanding 
the exemption pertaining to the ordering, procuring, or purchasing of 
such weapons by those persons which now appears in section 4 (2) of 
the bill. This amendment could be accomplished by amending sec- 
tion 4 (2) of the bill to read as follows: ‘‘(2) to the Armed Forces or 
any member or employee thereof acting in the performance of his 
duty.” 

It is noted also that section 4 (5) does not extend the exemption to 
manufacturers of or bona fide dealers in switchblade knives in connec- 
tion with shipments to persons designated in section 4 (4). 

Subject to the foregoing, the Department of the Army on behalf of 
the Department of Defense has no objection to enactment of H. R. 
7258, 85th Congress, which is similar to H. R. 4013, 85th Congress, on 
which this Department submitted a similar report to your committee 
on April 12, 1957. 

The enactment of this proposal would result in no additional cost 
to the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker 
Secretary of the Armu. 


Post Orrick DEPARTMENT, 
OFFICE OF THE GENERAL COUNSEL, 
Washington, D. C., April 16, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Drar Mr. CHarrMAn: Reference is made to your request for a 
report on H. R. 7258, H. R. 9820, and H. R. 10618, similar bills to 
prohibit the introduction, or manufacture for introduction, into 
interstate commerce of switch-blade knives, and for other purposes. 

The attention of this Department has been directed to advertise- 
ments in newspapers and magazines with respect to knives, which, 
according to the advertisements may be ordered for transmission 
through the mails collect-on-delivery. Obviously, weapons advertised 
in this manner can be purchased by anyone. The so-called Army 
surplus stores, hardware and other stores, carry similar weapons. 
The question of how to prevent their reaching the wrong hands is 
more than a Federal problem and difficult of solution. Many States 
have laws prohibiting concealed carrying of knives with blades over 
designated lengths. 

Although the mailing of firearms is controlled by statute (18 U.S.C. 
1715), the mailing of hunting knives, switch-blade knives, and other 
similar weapons is not so controlled. Any one of the subject bills 
would do much to correct this situation. However, in order to 
eliminate controversy as to the procedure to be followed in the en- 
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forcement of this proposed law, it is believed that section 5 of the bill 
should be supplemented by the addition of the following paragraph: 

“The mailability of any such knife may be determined by the Post- 
master General by inspection thereof and upon the failure or refusal 
of the sender to explain satisfactorily to the Postmaster General, in 
writing, why the postal regulations prescribed in accordance with this 
act were not complied with.”’ 

This Department recommends enactment of the legislation con- 
tained in section 5 of the measures, amended as suggested. 

In advising this Department with respect to this report the Bureau 
of the Budget called attention to the fact that it had cleared the reports 
of the Departments of Commerce and Justice which objected to those 
portions of the subject bills which would prohibit the introduction of 
switchblade knives into interstate commerce. 

The Department of Justice has raised the question as to whether 
the amendment suggested by this Department would be broad enough 
to authorize the inspection of first-class mails without a search warrant. 
It is the opinion of this Department that the language would not 
authorize such inspection, nor was such procedure intended. 

Sincerely vours, 
Herspert B. Warsurton, 
Acting General Counsel. 


THE SECRETARY OF COMMERCE, 
Wash ington, BOR April 21, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Fore ign (‘ommerce, 
House of Re prese ntatives, Washington, gp. ©. 

Dear Mr. CuarrMan: This letter is in reply to your request dated 
January 9, 1958, for the views of this Department with respect to 
H. R. 9820, and your request of February 13, 1958, with respect to 
H. R. 10618, identical bills to prohibit the introduction, or manu- 
facture for introduction, into interstate commerce of switchblade 
knives, and for other purposes. 

These bills differ only slightly from H. R. 7528, which was introduced 
for the same general purposes during the 1st session of the 85th Con- 
gress. In the present bills the definition includes knives which open 
automatically “by operation of inertia, gravity, or both.” Also, the 
present bills prescribe penalties for the manufacture, sale, or processing 
of switchblade knives, whereas the earlier bill dealt with manufacture, 
sale, or possession. 

The general intent of these legislative proposals appears to be to 
improve crime prevention by control of the use of the switchblade 
knife as a weapon of assault. This approach gives rise to certain 
objections. One is that, at best, it is an indirect approach which 
addresses itself to only one of many implements usable by an assailant. 
This casts doubt upon the resulting effectiveness in the reduction of 
crime in relation to its enforcement problems. Another objection 
is that it could lead to the elimination of the legitimate supply of 
switchblade knives in this country. This would ignore the legitimate 
needs and uses for these knives on the part of those who derive and 
augment their livelihood from ‘‘outdoor’” pursuits, such as hunting, 
fishing, trapping, etc., as well as those of the country’s sportsmen, and 
many others. We feel that these objections are valid. 
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In thus expressing our views we do not wish to be construed as 
taking a light view regarding the widespread use of the switchblade 
knife as a dangerous and lethal weapon. In view of the apparent 
relation between the switchblade knife and juvenile delinquency, 
we would strongly support the enactment and vigorous enforcement 
of appropriate legislation prohibiting sale of switchblade knives to, 
and their possession by, juveniles, to the extent such sale and pos- 
session can be found to be subject to Federal jurisdiction. 

Not being convinced that H. R. 9820 and H. R. 10618 would yield 
desirable results outweighing their undesirable ones, this Department 
recommends against enactment of these bills. 

We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 

Sincerely vours, 
SIncLAIR WEEKS, 
Secretary of Commerce. 


Unirep States DEPARTMENT OF JUSTICE, 
Orricr oF THE Deputy ATrorNEY GENERAL, 
Washington, D. C., March 14, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: This is in response to your request for the 
views of the Department of Justice relative to the identical bills 
(H. R. 9820 and H. R. 10618) to prohibit the introduction, or manu- 
facture for introduction, into interstate commerce of switchblade 
knives, and for other purposes. 

Except as to section 5 and except for two other minor differences, 
these bills are identical with H. R. 2849 and H. R. 4013 on which the 
Department reported to the committee on April 12, 1957. The views 
expressed in that report, copies of which are enclosed, are equally 
applicable to the bills under consideration. 

As for section 5 of the instant bills, it is noted that section 1716 of 
title 18, United States Code, which it would amend, deals with the 
mailability of articles intrinsically dangerous. Section 1715, on the 
other hand, deals with the mailability of firearms, items more analo- 
gous to switchblade knives in that both require the introduction of a 
wrongful element to make them dangerous. Therefore, if the commit- 
tee is favorably disposed to recommend the amendment of title 18 
with respect to the mailability of switchblade knives, section 1715 
would seem to be the more appropriate section for such amendment. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
LAWRENCE E. Watsa, 
Deputy Attorney General. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGert, 
Washington, D. C., April 15, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, House 
of Representatives, House Office Building, Washington, D. C. 

My Dear Mr. Cuairman: This will acknowledge your letters of 
January 9, 1958, and February 13, 1958, requesting the views of this 
Office with respect to H. R. 9820 and H. R. 10618, bills to prohibit 
the introduction, or manufacture for introduction, into interstate 
commerce of switchblade knives, and for other purposes. 

The Bureau has previously reported to your committee in connec- 
tion with H. R. 2849 and H. R. 4013 on April 1, 1957, and H. R. 7258 
on June 13, 1957. On those occasions, we pointed out that the 
Departments of Commerce and Justice had raised serious questions as 
to whether the problem is not more properly a subject for the police 
powers of the various States. These questions appear to be equally 
applicable to those sections of the subject bills controlling the intro- 
duction of switchblade knives in interstate commerce. 

With respect to section 5 of the bills which would make such knives 
nonmailable, the Postmaster General, in the reports which he is making 
to your committee, recommends enactment subject to certain pro- 
cedural amendments set forth in his report. 

While we have doubts as to the effectiveness of such limitation in 
controlling the wrongful use of switchblade knives, this Bureau would 
have no objection to the enactment of those provisions of the bills 
dealing with mailability of switchblade knives if amended as suggested 
by the Postmaster General. 

Sincerely yours, 
Puiuurp 8. Hueuss, 
Acting Assistant Director for Legislative Reference. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., April 18, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CHarrMan: Reference is made to your request for the 
views of the Department of Defense with respect to H. R. 9820, 
85th Congress, a bill to prohibit the introduction, or manufacture for 
introduction, into interstate commerce of switchblade knives, and 
for other purposes. The Secretary of Defense has delegated to the 
Department of the Army the responsibility for expressing the views 
of the Department of Defense thereon. 

The purpose of the bill is generally as stated in its title. 

The Department of the Army, on behalf of the Department of 
Defense, would interpose no objection to the above-mentioned bill 
provided it is amended to excempt Armed Forces operations from the 
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prohibitions contained therein. This could be accomplished by amend- 
ing section 4 (b) of the bill to read as follows: 

“(b) The manufacture, sale, transportation, distribution, possession 
or introduction into interstate commerce of switchblade knives— 

“(1) by the Armed Forces or any member or employee thereof 
acting in the performance of his duty; or 
‘“‘(2) pursuant to contract with the Armed Forces.” 

It is also noted that there appears to be a technical error on page 2 
of the bill. In line 12 of that page, the word “‘processes” should be 
‘“‘possesses.”’ (See, in this connection, sec. 3 of H. R. 4013 and H. R. 
7258, 85th Cong., in which the word “‘possesses’’ is used.) 

Subject to the foregoing comments, the Department of the Army on 
behalf of the Department of Defense has no objection to enactment 
of H. R. 9820, which is similar to H. R. 4013 and H. R. 7258, 85th 
Congress, and on which this Department submitted similar reports to 
your committee on April 12, 1957, and July 16, 1957, respectively. 

The enactment of this proposal would result in no additional cost 
to the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., April 18, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: Reference is made to your request for the 
views of the Department of Defense with respect to H. R. 10618, 
85th Congress, a bill to prohibit the introduction, or manufacture for 
introduction, into interstate commerce of switchblade knives, and 
for other purposes. The Secretary of Defense has delegated to the 
Department of the Army the responsibility for expressing the views 
of the Department of Defense thereon. 

The purpose of the bill is generally as stated in its title. 

The Department of the Army, on behalf of the Department of 
Defense, would interpose no objection to the above mentioned bill 
provided it is amended to exempt Armed Forces operations from the 
prohibitions contained therein. This could be accomplished by 
amending section 4 (b) of the bill to read as follows: 

“‘(b) The manufacture, sale, transportation, distribution, possession 
or introduction into interstate commerce of switchblade knives— 

“(1) by the Armed Forces or any member or employee thereof 
acting in the performance of his duty; or 
‘“‘(2) pursuant to contract with the Armed Forces.” 
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It is also noted that there appears to be a technical error on page 2 
of the bill. In line 12 of that page, the word “‘processes’’ should be 
“‘possesses.’”’ (See, in this connection, sec. 3 of H. R. 4013 and H. R. 
7258, 85th Cong., in which the word ‘“‘possesses’’ is used.) 

Subject to the foregoing comments, the Department of the Army on 
behalf of the Department of Defense has no objection to enactment of 
H. R. 10618, which is similar to H. R. 4013 and H. R. 7258, 85th 
Congress, and on which this Department submitted similar reports to 
your committee on April 12, 1957, and July 16, 1957, respectively. 

The enactment of this proposal would result in no additional cost 
to the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiiser M. Brucker, 
Secretary of the Army. 











2d Session No. 1946 


85TH CONGRESS t HOUSE OF REPRESENTATIVES ' ReEPorr 


IMPROVING THE ADMINISTRATION OF JUSTICE BY AUTHORIZING 
THE JUDICIAL CONFERENCE OF THE UNITED STATES TO ESTAB- 
LISH INSTITUTES AND JOINT COUNCILS ON SENTENCING, TO 
PROVIDE ADDITIONAL METHODS OF SENTENCING 


1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Witits, from the Committee on the Judiciary, sybypited phe 
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(To accompany H. J. Res. 424] MAIN 
READING RCOM 


‘The Committee on the Judiciary, to whom was referred the joint 
resolution (H. J. Res. 424) to improve the administration of justice 
by authorizing the establishment of institutes and joint councils on 
sentencing for the development of objectives, standards, procedures, 
and policies to be followed in the sentencing of persons convicted of 
offenses against the United States, having considered the same, report 
favorably thereon with amendments and recommend that the joint 
resolution do pass. 

The amendments are as follows: 

Strike out all of the preamble or “Whereas” clauses and all of the 
language after the resolving clause and insert the following after the 
resolving clause: 

That chapter 15 of title 28, United States Code, is amended by adding the 
following section: 

‘$334. Institutes and Joint Councils on Sentencing. 

(a) In the interest of uniformity in sentencing procedures, there is hereby 
authorized to be established under the auspices of the Judicial Conference of the 
United States, institutes and joint councils on sentencing. The Attorney General 
and/or the Chief Judge of each Circuit may at any time request, through the 
Director of the Administrative Office of the United States Courts, the Judicial 
(C‘onference to convene such institutes and joint councils for the purpose of study- 
ing, discussing and formulating the objectives, policies, standards, and eriteria for 
sentencing those convicted of crimes and offenses in the courts of the United States. 
The agenda of the institutes and joint councils may include but shall not be 
limited to: (1) the development of standards for the content and utilization of 
presentence reports; (2) the establishment of factors to be used in selecting cases 
for special study and observation in prescribed diagnostic clinies; (3) the deter- 
mination of the importance of psychiatric, emotional, sociological and physio- 
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logical factors involved in crime and their bearing upon sentences; (4) the discus- 
sion of special sentencing problems in unusual cases such as treason, violation of 
public trust, subversion, or involving abnormal sex behavior, addiction to drugs 
or alcohol, and mental or physical handicaps; (5) the formulation of sentencing 
principles and criteria which will assist in promoting the equitable administration 
of the criminal laws of the United States. 

““(b) After the Judicial Conference has approved the time, place, participants, 
agenda and other arrangements for such institutes and joint councils, the chief 
judge of each circuit is authorized to invite the attendance of district judges under 
conditions which he thinks proper and which will not unduly delay the work of 
the courts. 

‘“(e) The Attorney General is authorized to select and direct the attendance at 
such institutes and meetings of United States attorneys and other officials of the 
Department of Justice and may invite the participation of other interested 
Federal officers. He may also invite specialists in sentencing methods, criminol- 
ogists, psychiatrists, penologists, and others to participate in the proceedings. 

*“(d) The expenses of attendance of judges shall be paid from applicable appro- 
priations for the judiciary of the United States. The expenses connected with 
the preparation of the plans and agenda for the conference and for the travel 
and other expenses incident to the attendance of officials and other participants 
invited by the Attorney General shall be paid from applicable appropriations of 
the. Department of Justice.”’ 

Sec. 2. The chapter analysis of chapter 15 of title 28, United States Code, is 
amended by inserting before section 331 the following item: 


«334, Institutes and Joint Councils on Sentencing.” 


Src. 3. That chapter 311 of title 18, United States Code, is amended by adding 
the following section: 

“*§ 4208. Fixing eligibility for parole at time of sentencing. 

(a) Upon entering a judgment of conviction, except where the death penalty 
is mandatory, the court having jurisdiction to impose sentence, when in its opinion 
the ends of justice and best interests of the public require that the defendant be 
sentenced to imprisonment for a term exceeding one year, may (1) designate in 
the sentence of imprisonment imposed a minimum term at the expiration of 
which the prisoner shall become eligible for parole, which term may be less than, 
but shall not be more than, one-third of the maximum sentence imposed by the 
court, or (2) the court may fix the maximum sentence of imprisonment to be 
served, in which event the court may specify that the prisoner may become 
eligible for parole at such time as the Board of Parole may determine. 

““(b) If the court desires more detailed information as a basis for determining 
the sentence to be imposed, the court may commit the defendant to the custody 
of the Attorney General, which commitment shall be deemed to be for the maxi- 
mum sentence of imprisonment prescribed by law, for a study as described in 
subsection (c) hereof. The results of such study, together with any recommenda- 
tions which the Director of the Bureau of Prisons believes would be helpful in 
determining the disposition of the case, shall be furnished to the court within 
three months unless the court grants time, not to exceed an additional three 
months, for further study. After receiving such reports and recommendations, 
the court may in its discretion: (1) place the prisoner on probation as authorized 
by section 3651 of this title, or (2) affirm the sentence of imprisonment originally 
imposed, or reduce the sentence of imprisonment, and commit the offender under 
any applicable provision of law. The term of the sentence shall run from date of 
original commitment under this section. 

““(e) Upon commitment of a prisoner sentenced to imprisonment under the 
provisions of subsection (a), the Director, under such regulations as the Attorney 
General may prescribe, shell cause a complete study to be made of the prisoner 
and shell furnish to the Board of Parole a summary report together with any 
recommendations which in his opinion would be helpful in determining the 
suitability of the prisoner for parole. This report may include but shall not be 
limited to data regarding the prisoner’s previous delinquency or criminal experi- 
ence, pertinent circumstances of his social background, his capabilities, his mental 
and physical health, and such other factors as may be considered pertinent. The 
Board of Parole msy make such other investigation as it may deem necessary. 

“Tt shall be the duty of the various probation officers and government bureaus 
and agencies to furnish the Board of Parole information concerning the prisoner 
and, whenever not incompatible with the public interest, their views and recom- 
mendations with respect to the parole disposition of his case. 
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“(d) The Board of Parole having jurisdiction of the parolee may promulgate 
rules and regulations for the supervision, discharge from supervision, or recommit- 
ment of paroled prisoners.”’ 

Sec. 4. That chapter 311 of title 18, United States Code, is amended by adding 
the following section: 

“$4209. Young adult offenders. 

“In the case of a defendant who has attained his twenty-second birthday but 
has not attained his twenty-sixth birthday at the time of conviction, if, after 
taking into consideration the previous record of the defendant as to delinquency 
or criminal experience, his social background, capabilities, mental and physical 
health, and such other factors as may be considered pertinent, the court finds that 
there is reasonable grounds to believe that the defendant will benefit from the 
treatment provided under the Federal Youth Corrections Act (18 U.S. C. ch. 402) 
sentence may be imposed pursuant to the provisions of such Act.” 

Sec. 5. The chapter analysis of chapter 311 of title 18 is amended by inserting 
before section 4201 the following items: 


“4208. Fixing eligibility for parole at time of sentencing. 
‘4209. Young adult offenders.”’ 


Sec. 6. Sections 3 and 4 of this Act shall apply in the continental United States 
other than Alaska, and in the District of Columbia for so as they relate to persons 
charged with or convicted of offenses under any law of the United States not 
applicable exclusively to the District of Columbia. 


The title is amended to read: 


A JOINT RESOLUTION To improve the administration of justice by author- 
izing the Judicial Conference of the United States to establish institutes and joint 
councils on sentencing, to provide additional methods of sentencing, and for other 
purposes. 


EXPLANATION OF AMENDMENT 


The amendment, in the nature of a substitute bill, consolidates the 
provisions of three bills, House Joint Resolution 424, House Joint 
Resolution 425, and H. R. 8923. The provisions of House Joint 
Resolution 424 as introduced are now set out in section 1 of the amend- 
ment, those of House Joint Resolution 425 are set forth in section 3 of 
the amendment, and the provisions of H. R. 8923 are set out in section 
4 of theamendment. The provisions of the amendment are explained 
in the Analysis of Legislation which follows later in this report. 


PURPOSE 


The proposed legislation is designed to provide Federal judges with 
additional information, services, and sentencing procedures which will 
enable them to impose upon convicted Federal offenders sentences 
that are equitable, flexible, and sufficiently long to fulfill more fully 
their function of protecting the public safety. 1t proposes to do this 
first by authorizing the establishment of joint councils and institutes 
on sentencing which will permit Federal judges to study data collected 
by the Department of Justice concerning sentences, crime, and 
criminals, and to work out common objectives, standards, and policies 
to be followed in the sentencing of Federal offenders. It proposes 
secondly to provide Federal courts with additional sentencing pro- 
cedures which will enable them to impose sentences more in keeping 
with the needs of the offender and the public safety, for example, by 
extending maximum terms without having to extend the period re- 
quired to attain parole eligibility. It proposes thirdly to authorize 
Federal judges to use the facilities of the Department of Justice in 
obtaining individual studies of prisoners upon which to base a final 
sentence determination. It also authorizes Federal judges, in excep- 
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tional cases of offenders who have attained their 22d birthday and are 
under the age of 26 at time of conviction, to impose sentence under the 
Federal Youth Corrections Act, now restricted solely to those under 
age 22 at time of conviction. These provisions, if enacted, should 
reduce substantially the present marked disparities in the sentences 
imposed by Federal judges, safeguard the public by making possible 
sentences which will keep an offender imprisoned for a sufficient time 
to facilitate his rehabilitation, and at the same time preserve the 
prerogatives of the Federal courts by retaining primary control over 
sentencing in the judiciary. 

It should be emphasized that this legislation takes away none of a 
judge’s present power over sentencing. It provides additional powers 
and facilities in the form of alternate procedures available to the judge 
in sentencing convicted offenders. 


STATEMENT 


The committee has given this legislation the most careful and com- 
plete study, including personal investigation of the existing sitvation 
by members of Subcommittee No. 3, hearings, and widespread cir- 
culation of the proposals contained in the legislation. The committe: 
engaged in this paintsaking evaluation for many reasons, chief among 
which was its concern over the effect of sentence disparities. The 
principal issue is aptly described in a report of the Senate Judiciary 
Committee summarizing the findings and recommendation of its 
Subcommittee on Improvements in the Federal Criminal Code. 


We have observed, in this connection, instances of exces- 
sive sentences but, just as frequently, we have noted instances 
of commitments for a period far too short to enable Federal] 
institutional authorities to educate and train the individual 
to take his place in the community as a_ law-abiding 
self-respecting citizen. 

Ultimately, any method for improving — sentencing 
procedures must be that which has gained the acceptance and 
support of those who carry this considerable burden—the 
United States district judges themselves. (Senate, Com- 
mittee on the Judiciary, Subcommittee on the Improve- 
ments in the Federal Criminal Code, April 28, 1958). 


Having thoroughly consulted and secured the opinion of the Federal 
judiciary, it can be reported that the committee’s proposals toward 
improving sentencing procedures have been most earnestly accepted 
and supported by a substantial majority of the United States district 
and circuit judges. In addition, the proposals have the support and 
approval of the Attorney General of the United States, the Judicial 
Conference of the United States, the Advisory Corrections Council, 
the American Correctional Association, the National Probation and 
Parole Association, the Department of Health, Education, and Wel- 
fare, and the Administrative Office of the United States Courts. 


HISTORY OF LEGISLATION 


The problem of sentencing and its significance in the equitable 
administration of criminal justice has been studied for centuries by 
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legal and criminalogical theorists, penal administrators, judges 
prosecutors, students of criminal law, and others. 

The inequities and inadequacies of Federal sentencing procedures 
have been a matter of concern of the Department of Justice and its 
Attorneys General in every administration for decades. The Honor- 
able Homer S. Cummings reported to the Congress in his 1938 annual 
report: 

My studies of the disposition of criminal cases in Federal 
courts have led me to the conclusion that there frequently 
occur wide disparities and great inequities in sentences 
imposed in different districts, and even by different judges 
in the same district, for identical offenses involving similar 
states of facts. 

While, of course, varying points of view as between individ- 
ual judges must of necessity lead to a certain divergence in 
sentences imposed, the result is that the penalty whic ha per- 
son convicted of a crime has to undergo may depend upon 
chance and on the fortuitous circumstances that a particular 
judge disposes of the case. This makes it difficult to main- 
tain that equal and even-handed justice is maintained * * *. 


Similar v le ws were recorded by Attorneys General Frank Murphy, 
Robert H. Jackson, Francis Biddle, Tom C. Clark, Howard McGrath, 
Herbert Brownell, and William P. Rogers. 

The Judicial Conference of the United States has, since 1938, given 
considerable attention to improvements in Federal sentencing pro- 
cedures. 

In seeking to bring about at least a partial solution of this serious 
problem, Chairman Emanuel Celler introduced three bills embodying 
the suggestions of the Advisory Corrections Council which are aimed 
at minimizing sentence disparity. ‘These bills are House Joint Resolu- 
tion 424, to establish institutes and joint councils on sentencing 
procedures; House Joint Resolution 425, to authorize the court in 
sentencing a prisoner to fix an earlier date when the prisoner shall 
become eligible for parole; and H. R. 8923, to include under the Youth 
Corrections Act persons under the age of 26 at the time of conviction. 

To facilitate an examination of these problems, copies of the pro- 
posed legislation were sent to Federal judges, prison officials, and 
other persons who have an interest in the administration of criminal 
justice. A total of 239 responses were received, 195 from Federal 
judges and 44 from other experienced persons in related fields. While 
the replies contained various nuances of opinion they were, in all but 
a few instances, favorable to this legislation. 

As a result of the responses, a digest of the replies was prepared 
and is set out in committee print, 85th Congress, entitled ‘Federal 
Sentencing Procedures, House Judiciary Committee, dated February 
15, 1958.” 

Thereafter hearings were held and testimony was received from Rep- 
resentatives in Congress, the Department of Justice, the Judicial 
Conference of the United States, the Administrative Office of the 
United States Courts, and the Federal Bureau of Prisons. All of the 
witnesses testified favorably on behalf of this legislation. As a result 
of the suggestions made at that time, the committee consolidated the 
provisions of all three bills into the present committee amendment to 
House Joint Resolution 424. 
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NEED FOR LEGISLATION 


The statistics and data presented at the hearings on this legislation 
confirm the existence of widespread disparities in the sentences 
imposed by Federal courts. In the 1957 fiscal year, for instance, the 
average Federal sentence to imprisonment for all offenses varied from 
8.9 months in New Hampshire to 54.6 months in western Oklahoma. 
The preportion of convicted offenders placed on probation varied 
from 68.8 percent in Vermont to 15.3 percent in western Texas. 
Extensive disparities were recorded between Federal courts in different 
parts of the country, between adjoining districts, and even in the same 
districts. 

An examination of case histories also indicates that prisoners with 
similar backgrounds and similar offenses are serving markedly dis- 
parate sentences in the same Federal prisons. For example, at one 
correctional institution a postal law violator and drug addict, who also 
admitted a heavy use of alcohol and marihuana, is serving a 6 months’ 
sentence (too short to bring about his rehabilitation), while another 
postal law violator whose background and offense is less serious is 
serving a 3-year sentence. At another institution a male prisoner is 
serving 1 year for assaulting a Federal officer, while a female prisoner 
is serving a 5-year sentence for the same offense. At a pentitentiary 
1 prisoner is serving 7 years for the crime of kidnaping, while another 
prisoner is serving 40 years for the same crime committed under similar 
circumstances. Depending on the jurisdiction, members of the 
Jehovah’s Witness sect, convicted of virtually identical selective 
service violations, receive sentences varying from 1 to 5 years, and 
serve these terms in the same institution. 

The prevalence of these disparities have unfortunate consequences 
which ultimately prejudice the public safety. Sentences are often 
too short to enable correctional treatment personnel to rehabilitate 
offenders, and wardens are often faced with the unpleasant duty of 
having to release to the community unreformed offenders who are 
predictably certain to repeat their crimes within a short time. On 
the other hand, disparities also make it necessary for relatively minor 
offenders to serve excessively long sentences, only to be released when 
they have gone beyond the point of rehabilitation and have re- 
embraced criminalistic attitudes as a result of their embitterment over 
needlessly prolonged imprisonment. The prevalence of such dis- 
parities weakens respect for the administration of justice, both on 
the part of the criminal element and on the part of the general public. 
Consequently, much of the potential for the prevention of crime 
inherent in a wholesome respect for the law is not realized. 

The Federal judge has a heavy caseload, and the time and resources 
available to him in the determination of sentences are extremely 
limited. He frequently does not get sufficient information from the 
prosecuting attorney, the defense attorney, the probation officer's 
presentence report, or the defendant himself to enable the court to 
formulate a sentence which is equitable both to the defendant and to 
the public. In so many of the cases coming before him, the judge can 
only guess as to whether the defendant can be rehabilitated during a 
short confinement or whether he must be confined for a substantially 
long period to produce his rehabilitation or at least to protect the 
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public. The judge often must develop his own policies under such 
circumstances, and as a result sentencing practices in one court as 
they relate to specific types of offenses may vary substantially from 
those in other courts. 

The Deputy Attorney General, in his testimony before Subcom- 
mittee No. 3 on April 30, 1958, described the situation which faces 
the judge: 


* * * who must impose sentence on several cases in a 
single morning with no direct contact with the prisoner 
himself. He is just as likely to give too short a sentence as 
too long. If the sentence is too short, the prisoner cannot 
be kept in custody long enough to learn a trade or receive 
the kind and amount of treatment that will assure his return 
to the community as a law-abiding citizen. On the other 
hand, it may become apparent that too long a period of 
custody will do more harm than good. * * * At the present 
time two judges are likely to impose dramatically different 
sentences ‘upon comparable persons who have committed 
almost identical crimes. This is true even in the same 
court. It is even more striking when the judges sit in dif- 
ferent courts in different sections of the country. This re- 
sults in two persons finding themselves side by side in the 
penitentiary after committing substantially identical crimes, 
one with a sentence perhaps of 5 years and another with a 
sentence of 18 months. 


It must be concluded that, while disparities seem unjust to the 
individual offenders who receive these penalties, the chief victim of 
the consequent effects is the general public, whose welfare has not 
been safeguarded by sentences which do not adequately or equitably 
serve the purposes of punishment, deterrence, incapacitation, or 
rehabilitation. 

There follows statistical data showing the wide disparity of sen- 
tencing among the courts throughout the United States with regard to 
offenses gene rally and for partic ular offenses for the y year 1956. These 
data point up the need for uniformity in our Federal sentencing and 
Parole Boards. 

As to all offenders: 

(a) Average Federal sentences for all offenses in 1956 showed wide 
variations: From 8.6 months (Vermont) to 43.7 months (western 
Oklahoma) and 46.9 months (northern Indiana); nationwide average, 
28.9 months. 

(b) Percent of convicted offenders admitted to probation likewise 
varies widely from 84.2 percent (New Hampshire) to 8.5 percent 
(western Tennessee), 

As to particular offenders: 

(a) Average sentence for motor vehicle theft: From 52.3 months 
(northern Oklahoma) to 13.8 months (North Dakota); nationwide 
average sentence, 28.8 months. 

(b) Average sentence for liquor law violations range from 3.5 months 
(Connecticut) to 54 months (Michigan) but, taking districts with com- 
parable number of convictions, sentences vary from 7.7 months 
(eastern Kentucky) or 9.3 (Alabama) to 19.7 months (eastern Vir- 
ginia); nationwide average, 12.0 months. 
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Average sentences for same offense often varied greatly in imme- 
diately adjoining districts: 


Months Cases 
(a) Automobile theft: 
Middle Pennsylvania 14.8 24 
Western Pennsylvania 20. 5 39 
Northern Indiana. - 41.0 44 
Northern Illinois. -. 23.0 34 
Northern Oklahoma 52.3 35 
Kansas. 25.0 29 
bh) Liquor-law violations: 4 
Eastern South Carolina 17.2 82 
Western South Carolina 9.9 64 
Western Oklahoma... 0.0 2 
Northern Oklahoma “8.0 21 
Forgery: 
New Jersey ~ 4 7 
Eastern Pennsylvania il} 18 
Eastern Missouri 


Western Missouri 


Time actually served by Federal offenders for certain offenses is 
longer than for persons convicted of same offense in State courts. 


a) Thus for auto theft: Month 
Federal offenders serve 19. 3 
State offenders serve 17. 0 
b) For robbery: 
Federal offenders 108. 0 
State offenders : 33. 0 
(ec) Homicide, including murder: 
Federal offenders : 200. 0 
State offenders 97.0 


Time actually served by Federal offenders for different offenses 
likewise varies widely thus: 


Months 
a) Burglary _- 32. 8 
b) Embezzlement 9, 1 
c) Counterfeiting 23. 9 
(d) Income tax__- oe. 
(e) Fraud (postal) 13.5 
{e) Forgery (Government checks) 14.4 


ANALYSIS OF LEGISLATION 


Inasmuch as the three bills on which the hearings were held (H. J. 
Res. 424, H. J. Res. 425, and H. R. 8923) contained related approaches 
to the same problem, they have been redrafted in the form of a single 
substitute bill, incorporating in substance the provisions of all three 
proposals, with modifications recommended by the Judicial Confer- 
ence and supported at the hearings by the testimony of all witnesses. 

The first section of the bill would authorize the establishment of 
joint institutes and councils on sentencing, under the auspices of the 
Judicial Conference of the United States. Briefly, the bill would 
give congressional approval to arrangements by whic h Federal judges, 
selected De :partment of Justice personnel, and other professional per- 
sons could assemble together periodically to study data concerning 
crime, criminals, and sentences, and to work out, through discussion, 
sentencing principles and criteria which would achieve a more equita- 
ble administration of the criminal laws of the United States. 

While all arrangements concerning such institutes and joint councils 
would be subject to the approval of the Judicial Conference, much of 
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the work and expense involved would be borne by the Department of 
Justice, which has existing facilities and personnel by means of which 
this type of data is now being collected and recorded. 

It is expected that such conferences will substantially minimize 
sentence disparities by facilitating the exchange of views between 
Federal judges and the development of a consensus as to the various 
considerations involved in the sentencing process. The conferences 
would also serve to keep judges up to date on the types of sentences 
being imposed in other districts and the resources available for the 
treatment of different types of offenders. 

Section 2 merely contains a clerical provision amending the chapter 
analysis of ¢ hapter 13 of title 28, United States Code, to reflect the 
catchline of section 1 of the amendment. 

Section 3 of the bill would provide the judge with alternative p ro- 
cedures in sentencing convicted offenders to imprisonment. ‘The 
judge could sentence as at present, by fixing the maximum term and 
leaving parole eligibility at one-third of this maximum. Or he ‘could 
set any maximum term up to the statutory limit and at the sare time 
specify a parole eligibility date falling at any time up to one-third of 
the ¢ ourt-imposed maximum. Thirdly, he could set only the meaxi- 
mum term and specify that the parcle eligibility date would be de- 
termine d by the Board of Parole. 

This procedure in the case of a serious chronic offender would permit 
the ju ide to set both the maximum term and the parole eligibility 
date at the statutory limits. In mor ‘ hopesul cases, the judge could 
impose a sentence to imprisonment of reasonable length and specify 
a parole eligibility date which could be earlier than one-third of that 
maximum. In doubtful cases the judge could set a long maximum 
term, and leave the matter of parole eligibility to the determination 
of the Parole Poard. These alternatives would furnish the judge with 
the tools necessary to fit the sentence to the requirements of the 
individual offender and at the same time provide desirable safeguards 
for the protection of the public. The inadequacy of present rigid 
sentences would be remedied, in one respect presented from being 
too short by enabling the judge to feel freer in imposing longer maxi- 
mum terms, and in another respect prevented from being too long by 
making the matter of parole eligibility determination subject to 
greater flexibility. The prisoner’s release would be geared more to 
his readiness for community life, in terms of the public safety, rather 
than to the completion of a fixed and arbitrary period of imprisonment. 

Subsection (b) of section 3 would make it possible for the court, 
when confronted with the necessity of making a sentence determina- 
tion in a particularly difficult case, to commit the defendant (tech- 
nically under the statutory maximum term) to the Attorney General 
for a complete study over a period of 3 to 6 months. At the com- 
pletion of this period the court would be authorized to modify the 
sentence if the study’s findings and the judgment of the court indicate 
such action. At the present time, the judge is powerless to modify a 
sentence later than 60 days after it has begun, which is too brief a 
time to study and observe the prisoner thoroughly. This provision 
would extend the court’s authority to modify a sentence to a period 
up to 6 months, thereby making feasible detailed studies of selected 
defendants before a final sentence must be formulated. 


H. Rept. 1946, 85-2——-2 
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After receiving from the Director of the Bureau of Prisons a sum- 
mary of this study, the court in fixing the final penalty may affirm 
the original sentence or impose a modified sentence under any applica- 
ble provision of law. The prisoner would not have to be present in 
the court when this final action on his sentence is taken. Inasmuch 
as the original sentence of the court represents the maximum author- 
ized by statute, any later modification by the court would constitute 
a reduction in sentence. There is ample precedent for this a 
The last line of rule 43, Rules of Criminal Procedure (18 U.S. C., 

ch. 237) reads: “The defendant’s presence is not required a“ a re- 

duction of sentence under rule 35.” The notes of the Advisory 
Committee on Rules states in this respect: 


The purpose of the last sentence of the rule is to re- 
solve a doubt that at times has arisen as to whether it is 
necessary to bring the defendant to court from an institution 
in which he is confined, possibly at a distant point, if the 
court determines to reduce the sentence previously imposed. 
It seems in the interest of both the Government and the 
defendant not to require such presence, because of the delay 
and expense that are involved. 


Rule 35, regarding correction or reduction of sentence, states: 


The court may correct an illegal sentence at any time. 
The court may reduce a sentence within 60 days after the 
sentence is imposed, or within 60 days after receipt by the 
court of a mandate issued upon affirmance of the judgment 
or dismissal of the appeal, or within 60 days after receipt of 
an order of the Supreme Court denying an application 
for a writ of certiorari. 


In effect, for those cases in which the court needed further informa- 
tion about the defendant, the bill would extend to a period of 6 
months the court’s present authority of 60 days to reduce a sentence. 
A number of judges have advised the committee that this extension 
would be most helpful in enabling them to give more deliberate 
consideration to exceptional cases. 

Subsection. (c) of section 3 prescribes that the Director of the 
Bureau of Prisons make the prisoner studies needed for parole eligi- 
bility and release determinations by the Board of Parole. These 
studies are currently being summarized for the Board of Parole at the 
time a prisoner has completed one-third of his sentence and has 
attained parole eligibility. The new subsection authorizes the 
Director to secure and prese nt this information to the Board of Parole 
at other dates, if a prisoner’s parole eligibility has been set by the 
court at an earlier ae or if the matter of parole eligibility has been 
left by the court to the determination of the Parole Board. 

Subsection (d) of section 3 of the bill authorizes the Board of Parole 
to promulgate rules and regulations for the supervision, discharge 
from supervision, or recommitment of paroled prisoners. The Board 
already controls these matters, and this subsection merely spells out 
in detail its authorization to make regulations covering them. In this 
respect, it is anticipated that the Board of Parole may wish to issue a 
regulation concerning discharge from supervision in some cases prior 
to the expiration of the maximum term. For example, when a pris- 
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oner, sentenced to a term of 15 years, has been paroled at 5 years and 
has completed 5 more years of successful parole supervision in the 
community, the Parole Board may wish to discharge him from further 
supervision. This would relieve the probation officer of unnecessary 
work when it is clear that the parolee has demonstrated fully his 
ability to conduct himself as a trustworthy citizen. 

Section 4 of the bill would authorize the court to impose sentence 
under the Youth Corrections Act in the cases of selected defendants 
22 years of age and under age 26 at the time of conviction. At present 
the act is applicable only to those under the age of 22 at the time of 
conviction. This proposal does not contemplate a general extension 
of the Youth Corrections Act, but would make it possible for the 
judge, when a defendant comes before him who is particularly suitable 
for the treatment prescribed by that act, to sentence him under its 
provisions. In the committee’s survey report, for example, many 
judges reported that they had a number of defendants coming before 
them who were chronologically too old to be sentenced under the 
Youth Act but who were so emotionally immature as to make suitable 
subjects for this type of correctional treatment. This provision is 
intended to cover cases of this kind. 

Section 5 contains a clerical provision amending the chapter analysis 
of chapter 311 of title 18, so as to reflect the title of the provisions 
set out in sections 3 and 4 of the amendment. 

Section 6 provides that the provisions of sections 3 and 4 of the 
committee amendment apply in the continental United States other 
than Alaska, and in the District of Columbia so far as they relate to 
persons charged with or convicted of offenses under any law of the 
United States not applicable exclusively to the District of Columbia. 

In sum, enactment of the proposals embodied in the redrafted bill 
would furnish Federal judges with more background data concerning 
crime, criminals, and sentences, would equip them with more adequate 
resources in securing det ailed information conc erning individual 
defendants, and would give them additional procedures by which 
to fit sentences more closely to the requirements of the many different 
types of cases coming before them. 

The bill does not represent a softer or coddling approach toward 
crime and criminals. In fact, as disclosed by hearings testimony 
that indeterminate sentences usually result in longer sentences than 
do definite sentences, it is expected that the average sentences im- 
posed on Federal offenders under these additional procedures will 
average somewhat longer. While disparities in sentences will decline 
to some extent in this way, they will be minimized also by achieving 
a degree of flexibility in parole determination which will tend to insure 
that prisoners are not released until they have accomplished their 
rehabilitation. At the present time too many prisoners must be 
released at the end of their terms, less statutory good time, when it 
may still be apparent that they will commit further crimes. The 
new procedures will safeguard the public by tying re hiesé more directly 
to completed rehabilitation rather than to fixed release dates. 


COSTS 


The costs of the proposed legislation, if enacted, are considered 
minimal. The data to be furnished to the joint institutes and councils 
for study and discussion is already being collected by personnel of the 
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Department of Justice and is now available for this purpose. The 
only costs incident to these conferences would be that of per diem and 
travel for participants. It is estimated that such costs annually would 
not exceed $10,000, as indicated by Director James V. Bennett and 
Warren Olney III, Director, Administrative Offices of the United 
States Courts, in their testimony before Subcommittee No. 3. These 
institutes and joint councils on sentencing, it is anticipated, will be 
held in conjunction with other judicial conferences and thus would 
not unduly take up the time of Federal judges, delay the work of the 
courts or impose extra per diem and travel costs for the participation 
of the Federal judges. 

The other proposals contained in this bill, providing the Federal 
judges with additional sentencing procedures and with a method of 
securing additional information upon which to base iinal sentence 
determination, would not entail additional costs. The Bureau of 
Prisons now has the necessary facilities at which the convicted 
defendants would serve their sentences. The studies prescribed by 
this legislation are already performed by the Bureau in the cases of 
all committed prisoners, and the only change contemplated is that 
these shall be completed at different times to meet the requirements 
of the bill’s added procedures 

In view of the slight cost involved in this legislation, the benefits 
accruing to the public would be exceptionally worthwhole. With 
the additional e xpenditure of not more than $10,000 a year, the public 
would secure an extra measure of protection of incaleulably greater 

value. It would seem that in this instance we are faced with a rare 
situation of having to determine, not whether the taxpayer can 
afford this small disbursement, but whether he can afford not to make 
it, considering the tremendous annual loss due to criminal activity 
in the United States. 


EXECUTIVE COMMUNICATIONS 


The following communications have been received from the Admin- 
istrative Office of the United States Courts and the Department of 
Health, Education, and Welfare. They all support the provisions 
set out in this legislation. 


ADMINISTRATIVE OFFICE OF THE UNITED States Courts, 
Washington, D. C., February 6, 1948 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear ConGressMAN Ceuuer: This is in reply to your request of 
January 24 for an expression of views with regard to House Joint 
Resolution 425 oe would authorize the court at the time of sen- 
tencing to fix an earlier date of parole eligibility for prisoners. 

The Tadic ial ¢ Seu ‘rence of the United States at its Se pt mber 1957 
meeting passed a resolution (Conference report, p. 29) indicating its 
approval of the principles of House Joint Resolution 425 but further 
study of the details, language, and practical application of the bill i 
being conducted by a committee of the Conference. Further in- 
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formation will undoubtedly be available to your committee in the 
near future. 
Sincerely yours, 
Warren Otney III, Director. 


ADMINISTRATIVE Orrice oF THE UNITED States Courts, 
Washington, D. C., April 22, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHatrMan: In our reply of February 6 to your request 
for our views on House Joint Resolution 425, a bill to authorize the 
Federal court at the time of sentencing to fix an earlier date of parole 
eligibilitv for prisoners, we stated to vou that the Judicial Conference 
of the United States had indicated its approval of the principles of 
House Joint Resolution 425, but that further study of the details, 
language, and practical application of the bill is being conducted by 
a committee of the Conference. 

This study has been completed and the Committee on the Admin- 
istration of the Criminal Law recommended to the Judicial Confer- 
ence at its session in March 1958, four amendments to the bill, which 
are as follows: 

(1) That the proposed section 4208 (a) of title 18, United States 
(ode be amended to read as follows: 

“(a) Upon entering a judgment of conviction, except where the 
death penalty is mandatory, if the court having jurisdiction to impose 
sentence is of the opinion that the ends of Justice and the best interest 
of the public require that the defendant be sentenced to imprisonment 
for a term exceeding one year, the court may designate in the sentence 
imposed a time when the prisoner may become eligible for parole, 
which time may be less than, but shall not be more than, the one- 
third limitation now provided in section 4202 of this title, or the court 
may fix only the maximum sentence to be served, in which event the 
prisoner may be released at such time as the Board of Parole may 
determine.”’ 

The bill, as drafted, provides the sentencing court with two addi- 
tional alternatives in determining parole eligibility dates. It is the 
purpose of this amendment to reflect these alternatives more clearly. 

(2) That there be inserted a new subsection (b) to the proposed 
section 4208 of title 18, United States Code, and that the numbering 
and indexing of the other subsections of House Joint Resolution 425 
be changed accordingly. The proposed new subsection is as follows: 

“(b) Upon entering a judgment of conviction, the court may, in the 
cases of defendants 25 years of age and under, impose sentence under 
the provisions of the Federal Youth Corrections Act, if in the opinion 
of the court they are suitable for the rehabilitative treatment pro- 
vided by the Federal Youth Corrections Act.” 

The committee studied the advisability of extending the Federal 
Youth Corrections Act (as contemplated by H. R. 8923, also pending 
in the 85th Cong.), and concluded that House Joint Resolution 425, 
if enacted would itself provide some benefits which might accrue from 
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an extension of that act and that more experience with the Youth 
Act is required. It was the opinion of the Committee that the above 
amendment to House Joint Resolution 425 would accomplish the 
purpose of authorizing a judge to make greater use of the Youth 
Corrections Act procedures and facilities in selected cases. 

3) That an additional section be inserted in House Joint Reso- 
lution 425 substantially as follows: 

“Upon the imposition of sentence the court may sentence in ac- 
cordance with other existing provisions of law, or at its option, may 
impose a tentative sentence to imprisonment generally, which shall 
be deemed to be for the maximum term prescribed by law; in such 
latter event the defendant shall be committed to the custody of the 
Attorney General for a complete study of the defendant as described 
in subsection (b) hereof, except that a report based on this study, 
together with any recommendations which the Director believes 
would be helpful in determining the disposition of the case, will be 
furnished to the court within three months unless the court grants 
time for further study not to exceed an additional three months. 
After receiving such reports and recommendations, the court may in 
its discretion: (a) reduce the sentence or (b) place the defendant on 
probation as provided by section 3651 of this title. 

This proposal would authorize the sentencing judge before imposing 
final sentence to receive, if he deems it advisable, a more complete 
study of the defendant than is available in a probation officer’s report. 
The Committee stated that facilities for such studies are presently 
in existence, but authority is lacking to the judge to reduce or change 
a sentence after 2 months, which may not afford ample time to com- 
plete such study. 

(4) That the proposed section 4208 (c) of title 1 18 United States 
Code be amended by striking out the clause reading: ‘which uncondi- 
tional discharge shall automatically set aside the conviction and the 
Board shall issue to such parolee a certificate to that effect.”” The 
Committee questioned the constitutionality of this clause. 

I am authorized to inform you that the Judicial Conference ap- 
proved the foregoing amendments to House Joint Resolution 425 and 
recommends its enactment as so amended. 

Sincerely yours, 
WarreEN Ouney III, Director. 


ADMINISTRATIVE OFFICE OF THE UNITED States Courts, 
Washington, D. C., February 6, 1958 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
United States House of Representatives, 
Washington, D. C. 

Dear ConGRESSMAN CELLER: This is in reply to your request of 
January 24 for an expression of views with regard to H. R. 8923 which 
would amend the Youth Corrections Act to include persons under the 
age of 26 years at the time of conviction. 

The Judicial Conference of the United States at its September 1957 
meeting passed a resolution (Conference report, p. 29) indicating its 
approval of the principles of H. R. 8923 but further study of the details, 
language, and practical application of the bill is being conducted by a 
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committee of the Conference. Further information will undoubtedly 
be available to your committee in the near future. 
Sincerely yours, 
Warren Otney III, Director. 


ADMINISTRATIVE OFFICE OF THE UNITED States*Covurts, 
Washington, D. C., April 22, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
United States House of Representatives, 
Washington, D. C. 

Dear Mr. CuarrMan: In our reply of February 6 to your request 
for our views on H. R. 8923, a bill to amend the Youth Corrections 
Act to include persons under the age of 26 years at the time of con- 
viction, we stated to you that the Judicial Conference of the United 
States had indicated its approval of the principles of the bill, but that 
further study of its details, language, and practical application is 
being conducted by the Judicial Conference Committee on the 
Administration of the Criminal Law. 

In a report to the Judicial Conference at its March 1958 session, 
the Committee suggested that more experience with the Youth Cor- 
rections Act is required before its provisions are widened to the extent 
provided in H. R. 8923. In lieu thereof, the Committee recommended 
that an additional section be added to House Joint Resolution 425, 
authorizing the judge to make greater use of the Youth Corrections 
Act procedures and facilities in selected cases. This proposal is set 
forth in a separate letter forwarded to you today. 

Accordingly, I am authorized to inform you that upon the recom- 
mendation of the Committee the Judicial Conference of the United 
States rescinded its approval of H. R. 8923 and recommended in lieu 
thereof an amendment to House Joint Resolution 425. 

Sincerely yours, 
WarrEN Otney III, Director. 


DEPARTMENT OF HEALTH, EpucaTION, AND WELFARE, 
May 5, 1968. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: This letter is in response to your request of 
January 24, 1958, for a report on H. R. 8923, a bill to amend the 
definition of a youth offender under the Federal Youth Corrections 
Act to include persons under the age of 26 years at the time of con- 
viction. 

This bill would amend part IV of title 18 of the United States Code 
by raising the age of a youth offender as defined in section 5006 (e) 
from under 22 years to under 26 years. 

The Federal Youth Corrections Act permits greater flexibility in 
sentencing and treating the youth offender. Such flexibility is neces- 
sary for the application of scientific treatment based upon individual 
needs. We believe that the need for such flexibility, which is the basis 
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of the present act, exists for young offenders between 22 and 26 years 
of age as well as those already cov ered under the act. 

We would, therefore, recommend that the bill be enacted by Con- 
gress. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Exiiot L. RicHarpson, 
Secretary. 


ADMINISTRATIVE OFFICE OF THE 
Unirep States Courts, 
Washington, D. C., February 6, 1958. 
Hon. EManvuet CELLER, 
Chairman, Committee on the Judiciary, United States House of 
Representatives, Washington, D. C. 

Drar ConGressMAN CELLER: This is in reply to your request of 
January 24 for an expression of views with regard to House Joint 
Resolution 424 which would authorize the establishment of institutes 
and joint councils on sentencing. 

The Judicial Conference of the United States at its September 1957 
meeting passed a resolution (Conference report, p. 29) indicating its 
approval of the principles of House Joint Resolution 424 but further 
study of the details, language, and practical application of the bill 
is being conducted by a committee of the Conference. Further in- 
formation will undoubtedly be available to your committee in the 
near future. 

Sincerely yours, 
WarrEN Otney III, Director. 


ADMINISTRATIVE OFFICE OF THE UNITED STATES Courts, 
Washington, D. C., April 22, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
United States House of Representatives, 
Washington, D. QO. 


Dear Mr. CuatrMan: In our reply of February 6 to vour request 
for our views on House Joint Resolution 424, a bill to authorize the 
establishment of institutes and joint councils on sentencing, we 
stated to you that the Judicial Conference of the United States had 
approved the principles of the proposed legislation, but that further 
study of its details, language and practical application is being con- 
ducted by a committee of the Conference. 

I should like to advise you further that the Judicial Conference at 
its session in March 1958, at the suggestion of its Committee on the 
Administration of the Criminal Law, recommended that the following 
sentence be added at the end of subsection (a) of the bill: ‘““The chief 
judge of each United States Court of Appeals may at any time submit 
similar recommendations to the Director of the Administrative 
Office of the United States Courts for the consideration of the Judicial 
Conference of the United States.” 
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The purpose of this amendment is to authorize the establishment of 
institutes and joint councils on sentencing by the Judicial Conference 
of the United States as well as by the Attorney General. The Judicial 
Conference approved the suggested amendment and recommends the 
enactment of House Joint Resolution 424 as suggested to be amended. 

Sincerely yours, 
WarrREN Otney III, Director. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, to show changes in existing law made by the bill, as intro- 
duced, there is printed below in roman existing law in which no change 
is proposed, with matter proposed to be stricken out enclosed in black 
brackets, and new matter proposed to be added shown in italic: 


TITLE 28.—-UNITED STATES CODE 
Chapter 15.—CONFERENCES AND COUNCILS OF JUDGES 


“ ok * * * 


334. Institutes and Joint Councils on Sentencing 


Pe * * * 


ar 


334. Institutes and joint ecuncils on sentencing 

(a) Inthe interest of uniformity in sentencing procedures, the 
Attorney General shall from time to time submit recommenda- 
tions to the Director of ‘the Administrative Office of the United 
States Courts for the consideration of the judicial conference of 
the United States jor the establishment of institutes and joint 
councils on sentencing for the study, discussion and form ulation 
of the objectives, policies, standards and criteria for sentencing 
those convicted of criminal offenses hs the courts of the United 
States including but not limited to: (1) the developme nt of stand- 
ards for the content and utiliz aiken ms presentence reports; (2) 
the establishment of factors ts be used in selecting cases for ee ial 
study and observation in prescribed diagnestic clinies; (3) the 
determination of the importance of psychiatric, Saar and 
sociological factors involved in the crime and their value in 
diagnosing the potentialities of the offender; (4) the evaluation 
of various psye ‘ological testing methods; (5) the discussion of 
special sentencing problems involved in etd cases such as 
treason, violation of public trust, subversion, abnormal sex 
behavior, indigency, the mentally and physically handicapped, 
habitual offenders, and drug and alcohol addicts; and (6) the 
formulation of such principles and criteria for sente seoes as 
‘will assist in promoting the equal administration of the criminal 
laws of the United States. 

(b) Upon approval by the judicial conference of the time, 
place, participants, agenda and other arrangements for such 
institutes and joint councils, the chief judge of each United 
States courts of appeals is authorized to invite the attendance 
of district judges at said meetings for such time and under such 
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conditions as he thinks proper and as will not unduly delay the 
work of the courts. 

(c) The Attorney General is also authorized to select and 
direct the attendance at such institutes and meetings appropriate 
United States attorneys and other officials of the Department of 
Justice and may also invite other interested Federal officers to 
participate. He may also invite specialists in sentencing 
methods, criminologists, psychiatrists, 

(d) The expenses of United States judges shall be paid from 
applicable appropriations for the administration of United 
States courts. The expenses connected with the preparation of 
the plans and agenda for the conference and for the travel and 
other expenses incident to the attendance of officials and other 
participants invited by the Attorney General shall be paid from 
applicable appropriations of the Department of Justice. 

* * * * * 


AMENDMENTS MADE TO STATUTORY LAW BY COMMITTEE 
AMENDMENTS 


change is proposed by the committee amendment, with 


matter proposed to be added shown in italic: 


TITLE 28 UNITED STATES CODE 
Chapter 15.—CONFERENCES AND COUNCILS OF JUDGES 


SEC. 
331. Judicial Conference of the United States. 
332. Judicial councils. 
333. Judicial conferences of circuits. 
334. Institutes and Joint Councils on Sentencing. 
* * oY * * 


§ 334. Institutes and Joint Councils on Sentencing. 
(a) In the interest of uniformity in sentencing procedures, 


there is hereby authorized to be established under the auspices of 


the Judicial Conference of the United States, institutes and 
joint councils on sentencing. The Attorney General and/or 
the Chief Judge of each Circuit may at any time request, through 
the Director of the Administrative Office of the United States 
Courts, the Judicial Conference to convene such institutes and 
joint councils for the purpose of studying, discussing and for- 
mulating the objectives, policies, standards, and criteria for 
sentencing those convicted of crimes and offenses in the courts 
of the United States. The agenda of the institutes and joint 
councils may include but shall not be limited to: (1) the develop- 
ment of standards for the content and utilization of presentence 
reports; (2) the establishment of factors to be use od in selecting 
cases for special study and observation in prescribed diagnostic 
clinies; (3) the determination of the importance of psychiatric, 
emotional, sociological and physiological factors involved in 
crime and their bearing upon sentences; (4) the discussion of 
special sentencing problems in unusual cases such as treason, 
violation of public trust, subversion, or involving abnormal sex 


statutory law in which 


new 
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behavior, addiction to drugs or alcohol, and mental or physical 
handicaps; (5) the formulation of sentencing principles and 
criteria which will assist in promoting the equitable administra- 
tion of the criminal laws of the United States. 

(b) After the Judicial Conference has approved the time, 
plade, participants, agenda and other arrangements for such 
institutes and joint councils, the chief judge of each circuit is 
authorized to invite the attendance of district judges under 
conditions which he thinks proper and which will not unduly 
delay the work of the courts. 

(c) The Attorney General is authorized to select and direct the 
attendance at such institutes and meetings of United States 
attorneys and other officials of the Department of Justice and 
may invite the participation of other interested Federal officers. 
He may also invite specialists in sentencing methods, criminolo- 
gists, psychiatrists, penologists, and others to participate in the 
proceedings. 

(d) The expenses of attendance of judges shall be paid from 
applicable appropriations for the judiciary of the United 
States. The expenses connected with the preparation of the 
plans and agenda for the conference and for the travel and other 
expenses incident to the attendance of officials and other partici- 
pants invited by the Attorney General shall be paid from 
applicable appropriations of the Department of Justice. 


* + « * * 


TITLE 18.—UNITED STATES CODE 
Chapter 311.—PAROLE 


Sec 

4201. Board of Parole; members; salaries. 

4202. Prisoners eligible. 

1203. Application and release; terms and conditions. 

4204. Aliens. 

1205. Retaking parole violator under warrant; time to serve un- 
diminished. 

1206. Officer executing warrant to retake parole violator. 

1207. Revocation upon retaking parolee. 

(208. Fixing eligibility for parole at time of sentencing. 

1209. Young adult offenders. 


* - * *« - 


§ 4208. Firing eligibility for parole at time of sentencing. 

(a) Upon entering a judgment of conviction, except where 
the death penalty is mandatory, the court having jurisdiction to 
impose sentence, when in its opinion the ends of justice and 
hest interests of the public require that the defendant be sentenced 
to imprisonment for a term exceeding one year, may (1) designate 
in the sentence of imprisonment imposed a minimum term at 
the expiration of which the prisoner shall become eligible for 
parole, which term may be less than, but shall not be more than 
one-third of the maximum sentence imposed by the court, or 
(2) the court may fix the maximum sentence of imprisonment 
to be served in which event the court may specify that the prisoner 
may become eligible for parole at such time as the Board of 
Parole may determine. 
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(b) If the court desires more detailed information as a basis 
for determining the sentence to be imposed, the court may commit 
the defendant to the custody of the Attorney General, which com- 
mitment shall be deemed to be for the maximum sentence of 
imprisonment prescribed by law, for a study as provided in 
subsection (c) hereof. The results of such study, together with 
any recommendations which the Director of the Bureau of 
Prisons believes would be helpful in determining the disposition 
of the case, shall be furnished to the court within three months 
unless the court grants time, not to exceed an additional three 
months, for further study. Afte r receiving such re ports and 
recommendations, the court may in its discretion: (1) place the 
prisoner on probation as authorized by section 3651 of this 
title. or (2) affirm the sentence of imprisonment originally 
im posed, or reduce the sentence of imprisonment, and commit 
the offe nder under any applicable provision | law. The term 
of the sentence shall run from date of original commitment 
under this section. 

(c [pon commitment of a prisoner sentenced to im prison- 
ment under the Provisions if subsection (a). the Director, under 
such re gulation s as the Attorney General may pre ane shall 
CAUSE A complet. study to be made of the prisoner and shall 
furn ish to the Board of Parole r sumn ary report together 1 with 
any recom mendations which vn his opinion would be help ful in 
determining the sui itability of the prisoner - for parole. This 
report may include but shall not be limited to data regarding 
the pr soner’s previous delingue ney or criminal experve nce, pe rhi- 
aed circumstance s of h is social background, his capabilitic S, 
his mental and physical health, and such other factors as may 
be considered pertinent. The Board of Parole may make such 
other investigation as it may deem necessary. 

It shall be the duty of the various probation officers and govern- 
ment bureaus and agence ies to furnish the Board of Parole infor- 
mation concerning the prisoner and, whenever not incom pati ible 
with the public interest, their views and recommendations with 
respect to the parole disposition of his case. 

(d) The Board of Parole having jurisdiction of the parolee 
may promulgate rules and re gulations for the supervision, dis- 
charge from supervi 10N, or recomm itme nt of paroled prisoners. 


; IOSD, Young adult offe nde rs. 
In the case of a detendant over the age of 21 and under the age of 26 years 


at the time of conviction, if, after taking % into consideration the previous 
record of the de fe ndant as to delinque ney or criminal ¢ perience . h is social 
background, capabilities, mental and physical health, and such other 
factors as may be considered pertine nt, the court finds that there is reason- 
able grounds to believe that the defendant will ben ‘fit pe the treatment 
provided under the Federal Youth Corrections « Lect | 18 U Aaa: C’. Chap. 12) 
sentence may be imposed pursuant to the provisions of such Act. 


* * cad * * * 
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2d Session i ais j No. 1947 


MAIN 
REAMING ROOM 


AMENDING THE ACT ENTITLED “AN ACT AUTHORIZING AND DI- 
RECTING THE COMMISSIONERS OF THE DISTRICT OF COLUMBIA 
TO CONSTRUCT TWO FOUR-LANE BRIDGES TO REPLACE THE 
EXISTING FOURTEENTH STREET OR HIGHWAY BRIDGE ACROSS 
THE POTOMAC RIVER, AND FOR OTHER PURPOSES” 


June 23, 1958.—Ordered to be printed 


Mr. Davis of Georgia, from the committee of conference, submitted 
the following 


REPORT 


[To accompany H. R. 6306] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 6306) to 
amend the Act entitled “An Act authorizing and directing the Com- 
missioners of the District of Columbia to construct two four-lane 
bridges to replace the existing Fourteenth Street or Highway Bridge 
across the Potomac River, and for other purposes,” having met, 
after; full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: ‘‘(a) by striking ‘$7,000,000’ and inserting 
in" lieu thereof ‘$16,000,000’; and (b) by inserting immediately before the 
period at the end of such section a semicolon and the following: ‘except that 
the provisions of section 6 of such Act of 1906 shall not apply’ ”’ 

And the Senate agree to the same. 

JAMES C. Davis, 

Joni T. Broyui.y, 
Managers on the Part of the House. 

ALAN BIBLE, 

J. ALLEN FREAR, JR., 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 6306) to ame nd the act entitled ‘An act authorizing 
and directing the Commissioners of the District of Columbia to con- 
struct two four-lane bridges to replace the existing Fourteenth Street 
or Highway Bridge across the Potomac River, and for other purposes,’ 
submit the following statement in explanation of the effect of the 
action agreed upon by the conferees and recommended in the accom- 
panying conference report: 

The first section of the act of July 16, 1946 (60 Stat. 566), authorized 
the construction of two four-lane bridges across the Potomac River 
to replace the older structure known as the Fourteenth Street or 
Highway Bridge, at a cost not to exceed $7,000,000. The final cost 
for the construction of the first of these two bridges amounted to 
approximately $6,800,000, or substantially the amount authorized 
by such act for the construction of both bridges. 

The House bill amends the first section of such act to require that a 
bascule-span bridge be constructed to replace the southbound Four- 
teenth Street Highway Bridge across the Potomac River, and by 
increasing the limitation on the cost of constructing both bridges from 
$7,000,000 to $17,500,000, of which $1,500,000 represents the esti- 
mated cost of providing a bascule span in the proposed bridge. 

The Senate amendment provides for the elimination of the bascule- 
span requirement contained in the House bill, and authorizes 
$16,000,000 for constructing both bridges, thus eliminating the 
additional $1,500,000 in the House bill representing the estimated cost 
of providing a bascule span in the proposed bridge. 

The proposed conference substitute, like the Senate amendment, 
would not require a bascule span in the bridge, and would authorize 
a total of $16,000,000 for construction of the bridges. The proposed 
conference substitute would also amend the act of July 16, 1946, to 
exempt from application to such act section 6 of the act of March 23, 
1906 (commonly referred to as the Bridge Act of 1905), relating to 
time Vaaitanioans on commencement and completion of bridges. 

The conferees are keenly aware of the great importance of main- 
taining the navigability of the Nation’s waterways. The Potomac 
River is a key feature of the Nation’s system of navigable streams. 
Accordingly, it is desired that the Corps of Engineers, in acting on 
any 2 pplic ation for a navigation permit for the southbound Fourteenth 
Street Highway Bridge, give serious weight to the requirements for 
vertical clearance by existing navigation. 


James C. Davis, 
JorL T. BroyuHIy, 
Managers on the Part of the House. 


O 
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PROVIDING FOR THE CONVEYANCE OF CERTAIN REAL PROPERTY 
OF THE UNITED STATES LOCATED AT THE VETERANS’ ADMINIS- 
TRATION HOSPITAL NEAR AMARILLO, TEX., TO.POTTER_COUNTY, 
TEX. 


JUNE 24, 1958.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government Mpera- 
tions, submitted the following N h\cHIGAN 


REPORT 


[To accompany H. R. 5949] MAIN 
' READING ROOM 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 5949), to provide for the conveyance of certain real 
property of the United States located at the Veterans’ Administration 
hospital near Amarillo, Tex., to Potter County, Tex., having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass. 

The amendment is as follows: 

After line 6, page 2, add the following new section: 


Sec. 2. The conveyance of such real property to the 
county commissioners court of Potter County, Texas, under 
the first section of this Act shall be on condition that such 
property be used only for hospital purposes during a period 
of twenty years from the date of such conveyance; and if 
at any time prior to the expiration of such twenty-year 
period the Administrator of General Services determines 
that such property is no longer being used for hospital pur- 
poses, all right, title, and interest in and to such property 
shall revert to the United States. 


PURPOSE 


The purpose of the bill is to direct the Administrator of General 
Services to convey, without consideration, to the county commissioners 
court of Potter County, Tex., all right, title, and interest of the United 
States to a tract of surplus land comprising approximately 21.9 acres, 
constituting a portion of the Veterans’ Administration Hospital 
Reservation, Amarillo, Tex. 
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BACKGROUND 


In 1938 Potter County, Tex., conveyed 364 acres of land to the 
United States as a site for a Veterans’ Administration hospital. The 
conveyance, in effect a donation, was made for a nominal consideration 
of $3. Shortly thereafter, a hospital was erected on the site. 

On August 14, 1950, 297 acres of the acquired site were reported to 
the General Services Administration as excess to the needs of the 
Veterans’ Administration. Subsequently, Public Law 560, 82d Con- 
gress, approved July 16, 1952, authorized and directed the Admin- 
istrator of General Services to donate this excess acreage to Potter 
County. On November 29, 1955, the Veterans’ Administration re- 
ported additional unimproved acreage at the hospital reservation as 
excess to its needs. This acreage is the approximately 21.9 acres 
which would be conveyed to Potter County by H. R. 5949. This 
acreage was appraised at $26,900 in June 1956. 


NEED FOR LEGISLATION 


Since the approximately 21.9 acres were declared surplus, Potter 
County has sought its return for the purpose of using it as part of the 
planned site for the Amarillo Medical Center. The county was 
virtually ineligible to acquire the acreage under provisions of general 
law, whereby up to a 100-percent public benefit allowance is granted 
where surplus property is to be used for health and educational 
purposes. This ineligibility stemmed from the fact that the county 
was in no position to commence construction on the site within 18 
months. Therefore, this bill was introduced by Mr. Rogers of Texas 
in order to avoid the sale of the acreage to private parties who might 
use it for other purposes which might be detrimental to hospital 
operations on the adjoining site now owned by the county. 


STATEMENT 


Hearings on H. R. 5949 were held on three different occasions by 
the General Government Activities Subcommittee. Action was not 
taken on the bill earlier because at that time there was insufficient 
evidence and assurance that the surplus acreage would in fact be 
devoted to hospital purposes. However, rte the committee has 
received adequate evidence that the planned A marillo Medical Center 
is already becoming a reality. In fact, at baal two facilities, the 
Potter County memorial blood bank and the bicounty-city health 
unit, are only await ing’ assigned eee on which to build. The 
committee further insure d that the ac ‘eave would be used for hospital 
purposes by ad yptin f° an nendment which will cause a use restriction 
to be pl: aced in the deed a conveyance. 
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This bill would result in a fiscal loss in an amount equal to the fair 
market value of the property. However, this loss is somewhat offset 
by the public benefit which will result from the use of the property 
for hospital purposes only. 


EXPLANATION OF AMENDMENT 


The purpose of the committee amendment is to restrict the use of 
this surplus acreage to hospital purposes only for the next 20 years 
following the date of conveyance. Although Potter County donated 
the property to the Government in 1938, the county rece ‘ived full con- 
sideration from the Government’s erection and operation of a hospital 
on the site. Therefore, the property was utilized by the Government 
for the purposes which motivated the donation by the county. The 
committee felt that the property should not be conveyed without 
consideration if the county were to use it for commercial purposes. 
Since the property has been used for hospital purposes for the past 
20 years, and in view of the planned medical center on adjoming prop- 
erty, it is believed to be in the public interest to convey the property 
to Potter County for hospital purposes only. 

In policing this use restriction, it is the intention of the committee 
that no time San should be set for the commencement of any con- 
struction on this acreage. This acreage is to be considered as an 
integral part of hospital facilities planned for this partie ‘ular locality. 
The restriction as to use for hospital purposes will be considered as 
complied with so long as the property re ‘ferred to is used in connection 
with, and as a part thereof, of the overall facility or facilities and 
appurtenant thereto, whether or not there is any ac ad construction 
on the property; and so long as the 21.9 acres of land are not used 
for purposes inconsistent with and not in furtherance of the hospital 
and appurtenant purposes re ‘ferred to. 


AGENCY COMMENTS 


‘he committee received reports on H. R. 5949 from the Bureau of 

s Budvet, the General Services Adininidisation. and the ¢ ‘omptroller 
General. The Bureau of the Budget has no objection to enactment 
of the bill. However, both the General Services Administration and 
the Comptroller General oppose enactment. It is believed that the 
committee amendment, which is for the purpose of restricting the use 
of the acreage to hospits al purposes only, will sa itisfy these two objec- 
tions "These agency comments appear at the end of the report. 


COMMITTEE ACTION 


The committee, after presentation of the merits of the bill by its 
author, Mr. Rogers of Texas, before the General Government Activ- 
ities Subcommittee, and after review of agency comments and testi- 
mony, determined that the bill should be amended as explained above. 
With this amendment, the committee approved the bill and recom- 
mends its enactment. 
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EXECUTIVE OFFICE OF THE PRESIDENT, +. 
BUREAU OF THE BUDGET, 
Washington, D. C., August 5, 1957. 
Hon. WittrAm L. Dawson, 
Chairman, Committee on Government Operations, 
House of Re pres ntative ¢. Washington, i).-G. 
M3 Dear Mr. CuarrmMan: This is in reply to vour letter of March 
1957, Te que sting the views of this Office with resp ct to H. R. 5949, 
to ; provide for the conveyance of certain real property of the United 
States located at the Veterans’ Administration hospital near Amarillo, 
Tex., to Potter County, Tex. 
This Office would have no objection to the enactment of this 
measure. 
Sincerely yours, 
-eERCY RAPPAPORT, 
Assistant Directo 





GENERAL SERVICES ADMINISTRATION, 
Washington, D.C. 
Hon. Wiuiiam L. Dawson, 


Chairma i ( OM thee On Gover? ment Overations. 
House Of} Re pre Sé7 tative : ee jton, a). ( . 
Dear Mr. CHatrMan: Your le f March 14, 1957, requested the 


views of the General Services sap eiindion with respect to H. R. 
5949. 85th Congress. a bill to provide for the conveyance of certain 
real property of the United States located at the Veterans’ Adminis- 
tration hospital near Amarillo, Tex., to Potter County, Tex. 

The purpose of the bill is to require the Administrator of General 
Services to convey, without consideration, to the county commis- 
sioners court of Potter County, Tex., all right, title, and interest of 
the United States to a tract of land comprising approximately 21.9 
acres, constituting a portion of the Veterans’ Administration hospital 
reservation, Amarillo, Tex. 

We are informed that the Veterans’ Administration hospital 
reservation at Amarillo, Tex., originally comprised approximately 
364 acres of land, title to which was acquired from the county of 
Potter, Tex., by condemnation proceedings. <A declaration of taking 
was filed in connection with the condemnation action. The judgment 
on the declaration of taking, dated October 27, 1938, vested title to 
the property in the United States for a nominal consideration of $3. 
The county had previously indicated its willingness to donate the 
site for the hospital; however, the condemnation action was instituted 
because the county was w ithout legal authority either to sell or donate 
such property to the United States. Subsequently, the county of 
Potter acquired statutory authority to dispose of its property by 
sale or gift to the United States and, on October 9, 1939, executed a 
confirmatory deed to the Government. The Veterans’ Administra- 
tion has constructed a hospital on a portion of the tract. 

On August 14, 1950, 297 acres of the acquired site were reported to 
GSA as excess to the needs of the Veterans’ Administration. The 
report of excess indicated no improve ments on the 297 acres. Sub- 
sequently, Public Law 560, 82d Congress, approved July 16, 1952, 
authorized and directed the Administrator of General Services to 
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donate and convey all right, title, and interest of the United States 
to the land reported excess on August 14, 1950, to the County Com- 
missioners Board of Potter County, Tex. Prior to the conveyance, 
this tract was surveyed and found to comprise 286.18 acres. 

House Report No. 2477, 82d Congress, accompanying H. R. 5567, 
enacted into Public Law 560, indicated that the county intended 
that the land would be used for public purposes. However, the act 
does not authorize a restriction on the use of the land, and there is no 
restriction in the deed conveying the property to the county pursuant 
to the act. We have no information on the use subsequently made 
of this land. Also, GSA a no information as to the value of the 
original site at the time tl] prope rty was acquired or the value of 
the 286.18 acres at the time that portion was reconveyed pursuant 
to Public Law 560, 82d Congress. 

By report of excess dated November 29, 1955, the Veterans’ Ad- 
ministration reported an additional 20.9 acres of unimproved land 
excess at that station. The report of excess imposes the following 
restriction on future use of the property: 

“Property to be restricted so as to prohibit its use for heavy indus- 
trial or any development from which obnoxious odors, industrial 
waste, or excessive noise might emanate, or for any purposes which 
will in the judgment of the Administrator of Veterans’ Affairs or his 
designate interfere with the care and treatment of patients in the 
Amarillo, Tex., Veterans’ Administration Hospital.”’ 

This tract was surveyed subsequent to the report of excess and found 
to contain 21.5975 acres of land. GSA determined this property to be 
surplus May 1, 1956; however, no action has been taken to dispose of 
the property following a request to withhold disposal pending action 
on contemplated legislation. 

A contract appraisal has been made on this surplus property by 
Mr. Royce Gaut, Amarillo, Tex. Mr. Gaut was of the opinion that 
the market value of the property as of June 22, 1956, was $26,900. 
The appraisal indicates that the highest and best use of the property 
is for commercial or residential subdivision. GSA has classified the 
property as residential. 

GSA has not generally objected to proposed legislation authorizing 
and directing the reconveyance of property received by donation 
from States or their political subdivisions, where such action appeared 
to be the most equitable under all the facts and circumstances 

In determining the equities in a particular case consideration is 
given to several matters, including whether any portion of the prop- 
erty was utilized by the Government for the purpose for which it was 
originally donated; whether the Government has improved the prop- 
erty; the length of time the property was owned by the Government; 
appreciation in the market value of the property by reason of the 
elapsed time; apprec iation in the market value of the property by 
reason of the Government’s contribution to adjacent or nearby prop- 
erties; the future use planned by the State or its political subdivision 
with reference to the property; and other pertinent laws authorizing 
conveyances of surplus real property to States and political subdi- 
visions, either without consideration or under significantly favorable 
pricing formulas, for certain specified purposes such as public health, 


education, parks, recreational areas, public airports, and _ historic 
monuments. 
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Considered in the light of these various factors, it is our opimion 
that the reconveyance of this property, without consideration, to 
Potter County, Tex., is not justified, and for that reason GSA is 
opposed to the enactment of H. R. 5949. 

Inasmuch as the Veterans’ Administration restricted the future use 
of this land in its report of excess, your committee may wish to solicit 
the views of that agency relative to this matter in the event favorable 
consideration is given to the enactment of this measure. 

The enactment of this bill will result in a fiscal loss to the Govern- 
ment in the amount of the current sales expectancy of this property. 


os 


E-105961. 


ComMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 22, 1957. 
Hon. Wiuuram L. Dawson, 


Chairman, Committee on Government Operations, 


House oO} Re pre: ntative Ss, Washington, dD. C. 

Dear Mr. CuarrMan: Further reference is made to vour letter of 
March 14, 1957, acknowledged on March 15, requesting the comments 
of the General Accounting Office concerning H. R. 5949, 85th Con- 
gress, Ist session, entitled “A bill to provide for the conveyance of 
certain real property of the United States located at the Veterans’ Ad- 
ministration hospital near Amarillo, Tex., to Potter County, Tex.” 
General authority exists for the disposal of Federal real property 
which is surplus to the needs of the Federal 


to us which would warrant the transfer of the land to the city if its 
be advantageous to another Federal agency. And if, in 
+1 


fact, the land is surplus LO all Federal needs 


Government. Such 
property may be sold and the receipts deposited into the Treasury 
(40 U.S. C. 484 transferred to political subdivisions of a State 
for parks and recreational use at 50 percent of its fair value (560 U.S.C. 
App. 1622 (h)); transferred to municipalities for educational or public 
health purposes at a sales price which takes into consideration an 
benefit which may accrue-to the United States from such use of the 
property by the purchaser (40 U.S. C. 484 (k)); or, it may be trans- 
ferred for other purposes under general provisions applicable to the 
use to wl ich t! e lang is to be put. 

We have no special information as to the property here involved, 
whether it could not be advs ntageously used by Federal agencies other 
than the Veterans’ Administration, or as to the intended use of the 
land by Potter County, Tex. Furthermore, there is no reason known 


use would 


_ no reason is known to us 
why it should be disposed of for any consideration less than that pre- 
seribed by Congress in the general statutes referred to above. For 
this reason, therefore, we recommend against favorable consideration 
of the bill. 


Sincerely vours, 


JOSEPH CAMPBELL, 
Comptrolle r General of the United States. 
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INCREASING THE AUTHORIZATION FOR APPROPRIATIONS TO THE 
ATOMIC ENERGY COMMISSION IN ACCORDANCE WITH SECTION 
261 OF THE ATOMIC ENERGY ACT OF 1954, AS AMENDED 


JUNE 24, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Price, from the Joint Committee on Atomic Energy, submitted 
: 
the following 


REPORT 


[To accompany H. R. 12457] 


The Joint Committee on Atomic Energy having considered H. R. 
12457, an original committee bill to further amend Public Law 85- 
162 and Public Law 84-141 to increase the authorization for appro- 
priations to the Atomic Energy Commission in accordance with section 
261 of the Atomic Energy Act of 1954, as amended, reports favorably 
thereon without amendment and recommends that the bill do pass. 


BACKGROUND 


On May 8, 1958, the Joint Committee received the following letter 
from Dr. W. F. Libby, Acting Director of the Atomic Energy Com- 
mission, concerning the proposed increases for the Project Sherwood 
construction and for the particle accelerator program. 


Aromic EnerGy ComMISSsION, 


Washington, D. C., May 8, 1958. 
Hon. Cart T. DurHAM 


Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. Duruam. I have today transmitted to the Speaker of 
the House of Representatives and the President of the Senate proposed 
legislation which would amend the 1956 and 1958 authorization acts. 

Amendments to section 101 of the 1958 authorization act are 
proposed to increase the total current authorization for appropriations 
by $2,250,000 and to provide for the same increase in authorized 
costs for Project Sherwood construction. The present authorization 
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for Project Sherwood construction at Livermore and Princeton is 
$7,750,000. The current estimate of the cost of construction at 
Livermore is $1,400,000, for which design work is now underway. 
The first phase of the project at Princeton which includes office, 
nes and other supporting installations now estimated to cost 

2,075,000 is also underway. The project at Princeton has now ad- 
auc to the point where construction of the building to house the 
model C device and supporting installation should be initiated. 
However, the currently estimated cost of this phase of the project is 
$6,525 000 increasing the total cost of the overall project at both 
locations to $10 million which is in excess of the amount currently 
authorized plus the allowable increase of 25 percent. In order to 
proceed promptly with the building to house the model C device an 
increase of $2,250,000 in the authorization for this project is requested. 

The amendment proposed to the 1956 authorization act would 
increase the amount authorized for project 56-c-1, for a particle 
accelerator program, from $10 million to $19,406,000. The authori- 
zation was for the construction of two accelerators at university sites 
under proposals acceptable to the Commission. Of the 2 proposals 
accepted, 1 was submitted by Harvard University and Massachusetts 
Institute of Technology for a 6-billion electron volt electron accelera- 
tor and supporting facilities to be located at Cambridge, Mass., 
estimated to cost $6.5 million: the other was submitted by a Princeton 
University and University of Pennsylvania group for a 3-billion elec- 
tron volt proton accelerator and supporting facilities to be a at 
Princeton, N. J., at an estimated cost to the Government of $5.8 
million with a contribution by the universities of $0.5 million. The 
total estimated cost to the Government of the 2 proposals amounted 
to $12.3 million, which was within the authorized amount of $10 
million plus the allowable increase of 25 percent. 

The Harvard project, including the construction of the accelerator 
and related facilities is now underway. A recent review of the project 
costs, however, indicates that the cost to complete will total $8.2 
million, or an increase of $1.7 million over the previous estimate. 

On the Princeton-Pennsylvania project, the construction of the 
laboratory and office space has been started and will be completed 
within the original estimates for those buildings. Construction of 
the accelerator, except for procurement of long lead-time components 
and the building to house the accelerator, has not been started, as de- 
sion work on the accelerator has been more complex than originally 
estimated. Based on i design work done to date, however, it is now 
apparent that the accelerator and housing cannot be completed within 
the original estimate. The current estimated cost for this project 
totals $11.2 million, exclusive of any contribution by the universities, 
as compared to the original estimate of $5.8 million. ‘The Commission 
believes that the planned Princeton accelerator is an urgently required 
tool for research in the field of high energy physics, and that this 
machine should go forward. In view of the large increase in cost for 
this machine and related housing, the Commission believes that the 
increased authorization should be provided. 

The current estimate of the cost of the Harvard-MIT and the 
Princeton-Pennsylvania projects now totals $19.4 million, or an 
increase of $9.4 million above the original authorization. Since 
construction work on the Princeton accelerator is not going forward, 
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pending revised authorization, we request your early consideration 
of this and the increase for the Sherwood project. 
Enclosed are copies of the proposed legislation, a section-by- 
section analysis, and project data sheets. 
Sincerely yours, 


[S] W. F. Lipsy, for Chairman. 


"The Atomic Energy Commission also submitted the following 
unclassified project data sheets for the two programs: 
58-E-6 PROJECT SHERWOOD PLANT, $10,000,000 

‘This project was authorized under the same title for fiscal 
vear 1958 at $7,750,000. A revised cost estimate totaling 
$10 million now calls for new authorization. 

The project cone for the construction of supporting 
installs arian necessary at the several sites where controlled 
thermonuclear research is in progress. The program which 
has as its goal the controlled release of energy from the fusion 
of light nuclei " being actively pursued at four major sites 
(University of California Radiation Laboratory at Liver- 
more, Oak Ridge National Laboratory, Princeton University, 
and Los Alamos Scientific Laboratory), and is supported by 
maller proje cts at a number of other sites. 

The principal elements comprising the project are set forth 
below with a comparison to the previously authorized 


Previou Pri posed 
ut wuthoriza- | Change 
tion | tion | 
5 i ~ ee 
$5, 600 000 | $s, seca $3, 000, 000 
< 900, 000 | 900, 000 
A ; _ Liverm nd Berkeley... . 550. 000 500, 000 | — 50, 000 
r wetior 7 1, 600, 000 0 | —1, 600, 000 
= fateh . 
1 | 
l il 7, 750 0 | 10, 003,00| 2, 250, 000 
; | 
an of these requirements (SS.600.000) provides for Q 
2-phase construction program on long-term leased pur- 
| > + . <tr ne ry. — . 
chased land at Princeton University. The first phase will 
provide office, laboratory, and other supporting installations 


cientific and ope rating r sts aff ‘renee for the experi- 
program and for the initial assembly and testing of 


COl iponent Ss for the device. The second phase consists of 


mental 


the building to 


house the model C 


device and for the associ- 


ed energy storage, pulsing equipment, 


and related mechani- 


cal eq ipme nt. 


TI he merease in 


the estimated cost for these 


installations is due primarily to a required increase in the 


size and height of 


the building to house the model C 


dev ic é 


and an increase in the cost of the powerhouse and transmis- 


sion line based on preliminary 


contractor design studies. 


The device and associated energy storage, pulsing equipment, 


and related mechanical 
million, are budgeted under 
expenses.”’ It is expected that 
device will begin in fiscal yea 


equipment, 


estimated to cost $26 
appropriation ‘Operating 
experimentation with the 


r 1960. 
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The second and third known requirements cover construc- 
tion at the University of California Radiation Laboratory at 
Livermore and Berkeley. One item of $500,000 will provide 
for additional power facilities for the various experimental 
devices at Livermore and Berkeley. The other item of 
$900,000 will provide additional laboratory space for the 
expanding Livermore program. This item has been author- 
ized by the Commission, and design of the building is under- 
way. 

The cost elements pertaining to this project are as follows: 
Princeton University, model C: 

Phase I: 
Engineering design and inspection ($283,000 from 
prior year project-o/-—c—/). 
Improvements to land, utilities, and site develop- 


ment : e $587, 000 
Buildings 938, 000 
Equipment 2 175, 000 
Contingency-__- 75, 000 

Total phase | 2, 075, 000 

Phase IT: 
Engineering design and inspection 160, 000 
Buildings 3, 215, 000 
Utilities 1, 805, 000 
Site development 70, 000 
Equipment 365, 000 
Contingency... 610, 000 
Total phase I] 6, 525, 000 
Total model C 8, 600, 000 
Sherwood Building, Livermore: 
Engineering design and inspection 60, 000 
Improvements to land 5, 000 
Building 660, 000 
Utilities 10, 000 
Equipment 60, 000 
Contingency 79, 000 
Total project cost 900, 000 


Additional power, Livermore and Berkeley: 


Engineering design and inspection 25, 000 
Building 176, 000 
Utilities 104, 000 
Equipment 155, 000 
Contingencies 40, 000 

Total project cost 500, 000 

Grand total 10, 000, 090 


562—56—-C—1 PARTICLE ACCELERATOR PROGRAM, $19,406,000 


This project was originally authorized in the Commission’s 
fiscal year 1956 authorization act in the amount of $10.0 
million. It provided for the construction of 2 high energy 
accelerators estimated to cost about $5.0 million each, to be 
based on proposals submitted by universities. In fiscal year 
1956 the Commission accepted proposals from a Harvard- 
Massachusetts Institute of Technology group for a 6-billion 
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qr 


electron volt electron accelerator estimated to cost $6.5 
million, and from a Princeton-University of Pennsylvania 
group for a 3-billion electron volt proton accelerator esti- 
mated at a cost to the Commission of $5.8 million, in addi- 
tion to which Princeton-Penn would contribute $0.5 million 
of their own funds to provide an accelerator costing in total 
$6.3 million. Thus, based upon these 2 proposals the total 
cost to the Commission was estimated at $12.3 million, which 
amount was within the 25 percent overrun provision applica- 
ble to this project. Accordingly, contracts were negotiated 
and design and construction authorized to start. 

On the basis of a recent cost reanalysis based on more 
complete design data, it is now apparent that both of the 
accelerators will overrun the original estimates as follows: 


{In millions] 


| Original Latest Increase 
estimate estimate 
Harvard-MIT 4 ; wassou! $6. 5 $8.2 | +$1.7 
Yrinceton-Penn ‘ avedicwil 5.8 11.2 +5. 4 
aie ae = ~—— sii at thas ie _aaneiaeinam 
Total_. : : 3 BA cus 3 | 12.3 19.4 $47.1 
1 


An analysis of the increase in each case is as follows 


Harvard- MIT: In millions 
Increased magnet costs < a, $O. 4 
Increased university salary costs a 
Higher design costs weg a 
H Contingency : ' has 
i Total ‘ B2 
Princeton-Penn: 
Increased shielding costs due to change in minimum ex- 
posure standards 8 
Increase in labor and material costs 1. 0 
{ Higher design costs_. : ay 
| Increased construction costs due to increased complexity of 
| accelerator and more stringent design criteria XI 
| Increased project administration oid 
Preoperational testing of accelerator ca 
Contingency ee 2. 0 
i Total 5. 4 
| While construction has been initiated in both cases, at 
| Princeton the accelerator per se has not as yet been started. 
In view of this, together with the magnitude of the increased 


costs involved, the Commission has placed a stop order on 
the Princeton machine pending approval of a revised amount 
of authorization. Accordingly, the status of the project 
funds are as follows: 


In millions 


tevised estimate of the Harvard-MIT accelerator $8. 2 
Cost and commitments as of Jan. 31, 1958, for P rinceton-Pe nn 
accelerator = - an baal Z. 2 


Total funds currently programed pending amendment of 
authorization se a : 10. 4 
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On May 19, 1958, the Subcommittee on Legislation of the Joint 
Committee held a hearing concerning the bill at which the following 
representatives of the Atomic Energy ‘Commission testified: Mr. K. E. 
Fields, AEC General Manager; Dr. Paul MeDaniel, Acting Director, 
Division of Research; Mr. W. K. Davis, Director, Division of Reactor 
Development; Mr. Don Burrows, AEC Controller; Mr. Frank Mce- 
Carthy, Assistant Controller for Budgets; and Mr. L. Olson, General 
Counsel. 

At the conclusion of the hearings on these two projects as well as 
other construction projects in the fiscal year 1959 program, the Sub- 
committee on Legislation held a meeting on June 18, 1958, and voted 
to report the bill favorably to the full committee. 

At a meeting of the full Joint Committee on June 24, 1958, it was 
voted to report the bill favorably to the Congress with the recom- 
mendation that it be passed. 


COMMITTEE COMMENTS 


The Project Sherwood work pertaining to controlled thermo- 
nuclear research has always been considered of high priority by the 
Joint Committee, and the committee believes that the requested 
increase has been justified by the testimony of the Atomic Energy 
Commission. 

The particle accelerator program E a cornerstone of the basi 
research program and the Joint Comn ‘ believes that constructio 
of the two high enere’ accelerato! by Harvard-MIT and Princetor 
University of Pennsylvania should be expedited. 


SECTION-BY-SECTION ANALYSIS 


Section 1 of the bill amends Publie Law 85-162, the AEC Authoriza- 
tion Act for fiscal vear 1958 by increasing the total amount authorized 
n section 101 from $257.230,000 to $259,480,000, or a net increase of 
S82 2 HI AOD 

Section 2 of the bill am nds section 101 ( f Public Law 85-162 bv 
increasing the amount a ithorized for pl oject 58—e—6, Project oner- 
wood plant, from $7,750,000 to $10 million or a net increase « 
S$? 250.000 

Section 3 of the bill amends section 101 (c) of Public Law 84 
th AEC Authori bic Act for fiscal vear 1956, by increasing the 
amount authorized fo1 proiect 56—ce—1, partic accelerator pro im 
from $10 million to $19,406,000. The total amount authorized by 
section 101 of Public Law 84-141 is not increased, but only t! mo 








INCREASE APPROPRIATIONS—ATOMIC ENERGY COMMISSION 7 
CHANGES IN EXISTING LAW 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law recommended by the bill 
accompanying this report are shown as follows (new matter is printed 
in italic and deleted matter is shown in black brackets): 


[Pusiic Law 85-162] 
[85th Congress—H. R. 8996] 
(71 Stat. 403) 


AN ACT 


To authorize appropriations for the Atomic Energy Commission in accordance 
with section 261 of the Atomic Energy Act of 1954, as amended, and for other 
purposes 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, 

Sec. 101. AurHorizaTion.—There is hereby authorized to be 
appropriated to the Atomic Energy Commission, in accordance with 
the provisions of section 261 a. (1) of the Atomic Energy Act of 1954, 
as amended, the sum of [$257,230,000, ] $259,480,000 “for ac quisition 
or condemnation of any real property or any facility or for plant or 
facility acquisition, construction, or expansion, as follows: 

* * * ra * * a 

(e) Reactor DevELOPMENT.—6. Project 58—e—6, project Sherwood 

plant, [$7,750,000,] $10,000,000. 


[Pustic Law 141—84rH ConaGrREss] 
\(CHAPTER 304—lIsT SESSION] 


IH. R. 6795] 


AN ACT 
To authorize appropriations for the Atomic Energy Commission for acquisition 
or condemnation of real property or any facilities, or for plant or facility acquisi- 
tion, construction, or expansion, and for other purposes 


Be it enacted by the Senate and House of Re prese ntatives of the United 
States of America in Congress asse mbled, 

Src. 101. There is hereby authorized to be appropriated to the 
Atomic Enerey Commission the sum of $269,159,.000 for acquisit ion 
or condemnation of any real property or any facility or for plant or 
facility acquisition, construction, or expansion, as follows: 

(c) Paysican Researcu.—1. Project 56-c-1, particle accelerator 
program, [$10,000,000.] $19,406,000. 


O 
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Mr. Hempuut, from the Committee on Post Office and Civil Service, 


subsenianedi ites Soninn NIVERSITY. 
submitted the following BS MICHIGAN 


REPORT UL 3 180: 


[To accompany S. 385] MAIN 
REANING ROOM 
The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 385) to authorize the training of Federal employees 
at public or private facilities, and for other purposes, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 
The amendments are as follows: 
























AMENDMENTS 





The committee made two amendments to S. 385, as passed the 
Senate; an amendment to the text and an amendment to the title. 
The amendment proposed by the committee to the text of the bill 
strikes out all after the enacting clause and inserts in lieu thereof a 
substitute text which appears in the reported bill in italie type. 
The amendment proposed by the committee to the title of the bill 
is as follows: 
Amend the title so as to read: 
AN ACT To increase efficiency and economy in the 
Government by providing for training programs for civil- 
ian officers and employees of the Government with respect 
to the performance of official duties. 


20006—38——-1 
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PurpPosres OF AMENDMENTS 


The purposes of the proposed amendment to the text of the bill are 

(1) to establish a clear and positive congressional policy for the 
promotion of efficiency and economy in all Government activities 
by providing for the training of Government employees to per- 
form official duties more effectively ; 

(2) to provide guidelines, and designate the United States Civil 
Service Commission as the central point of responsibility and 
accountability, to insure that such congressional policy is carried 
out; and 

(3) to require that expenditures for the training of employees 
are made from available funds, without additional appropria- 
tions, to the maximum practicable extent. 

The purposes and effect of the proposed amendment to the text of 
the bill are discussed more fully in the section-by-section analysis of 
the bill, as reported by the committee. 

The purpose of the proposed amendment to the title of the bill is 
to indicate more precisely the intent, scope, and coverage of the bill 
as reported. 

Cost 


The Director of the Bureau of the Budget informed the committee 
that estimated additional expenditures resulting from the enactment 
of the bill as reported will not exceed $1 million annually, that so far 
as practicable such additional expenditures will be absorbed within 
available funds, and that savings to the Government derived from 
improved employee training authorized by the bill will be many times 
greater than the amount of such additional expenditures. 


ADMINISTRATIVE RECOMMENDATIONS 


The Bureau of the Budget, the Civil Service Commission, and the 
General Accounting Office have approved the bill as reported, have 
urged early enactment thereof, and are in full agreement that the 
bill will provide the means for substantial improvements in efficiency 
and economy in Government activities. The reported bill contains 
amendments proposed by the Bureau of the Budget relating to the 
overall supervision and control by the President of training activities, 
methods and types of intradepartment training, contributions and 
awards by nonprofit institutions furnishing training, expenses of at- 
tendance at meetings, and several minor technical points. 


STATEMENT 
NEED FOR THIS LEGISLATION 


The committee’s proposal to provide for training of employees on a 
governmentwide basis is based solely upon considerations of strength- 
ening and improving the performance of essential Government func- 
tions. The bill will provide an effective new management tool to 
accomplish this objective. Early approval of the legislation is im- 
perative to the full implementation of current legislation under which 
a new Space Agency is to be established to assure American leader- 
ship in the development and production of devices needed for space 
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exploration as well as of missiles and other modern defense materiel. 
This legislation constitutes an immediate and important step toward 
acceleration of the space and missile program by providing for ad- 
vanced training of scientists, mathematicians, engineers, and tech- 
nical personnel who will constitute a reservoir of qualified personnel 
which can be drawn on as needed in the new space program. 

The committee recommendation, as contained in the reported bill, 
rests upon the axiom that better employee training means better 
employee performance, and better employee performance means more 
successful and productive Federal programs. The paramount con- 
sideration, of course, is strengthening the operation of essential 
Government programs. There is to be no inference, however, that in 
recommending improved training to accomplish this purpose the 
matter of cost is overlooked. “Improved performance and pro- 
ductivity will result, in turn, in substantial savings to the taxpayers 
Accordingly, the reported bill authorizes training programs to achieve 
the primary objective, coupled with appropriate safeguards and con- 
trols relating to the cost and the conduct of such programs. 

The committee held complete hearings to supplement its studies of 
Government training needs extending over the past several years. 
Every witness at the hearings confirmed the findings, developed in 
the earlier committee studies, that there are serious deficiencies in the 
existing authorities to train Government personnel—deficiencies 
largely due to the lack of a comprehensive, governmentwide policy 
laid down by the Congress. The Government lags far behind private 
enterprise in the training of its employees. The ‘United States is not 
developing and utilizing the full potential of personnel who bear the 
responsibility for the success of Government programs. Experience 
in private industry demonstrates banrdaharpr ee e the value of superior 
training of employees and the benefits that will accrue from dynamic 
training programs designed to meet the tremendous competitive 
pressures and demands which prevail in both private business and 
public affairs. 

One of the most serious problems caused by the lack of a sound 
Government employee training program relates to the recruiting and 
retaining of scientific, engineering, professional, and technical skills 
for space research and development and for the national defense. 
Opportunity to continue and broaden knowledge and qualification, 
not only is in the public interest but, also, constitutes one of the major 
objectives of scientific and professional personnel. Shortcomings in 
the Government’s training policies have impeded progress by the 
Government in these endeavors by destroying one of the finest possible 
incentives for outstanding scientists and professional people to devote 
their careers to the public service. This delegation will remove this 
impediment, restore incentive, and brind a desirable measure of pres- 
tige to scientific and profe ssional assignments under essential Govern- 
ment programs. ‘This legislation will enable the Government to 
develop the full potential of present employees and will materially aid 
in the recruitment and retention of high-caliber personnel. 


SCOPE OF REPORTED BILL 


The broad general effect of the reported bill is (1) to provide for the 
training of Government employees both within and outside of the 
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Government where such training is in the public interest, (2) to offer 
incentives which will facilitate the recruitment and retention of quali- 
fied employees, (3) to stimulate and encourage employee self-education 
and self-development directed toward a higher level of performance, 
(4) to provide a necessary measure to administrative authority and 
discretion for the conduct of effective training programs, (5) to estab- 
lish a central point of responsibility and accountability (in the Civil 
Service Commission) for the promotion and coordination of effective 
training programs in accordance with this bill, and (6) to provide for 
appropriate supervision by the President and review by the Congress 
of all training activities. 

Basic and general legislative authority is provided for interdepart- 
ment, intradepartment, and outservice training (that is, training in 
non-Government facilities) of Government employees when such 
training will promote efficiency, economy, and better service. 

Government payment of the e xpenses of such training is authorized, 
with special controls on expenditures for outservice training. 

This training authority is granted to all departments and agencies 
in the executive branch (with several necessary exceptions), the 
General Accounting Office, the Library of Congress, the Government 
Printing Office, and the District of Columbia government. 

The President is authorized to exempt any department or agency 
(or any part thereof) or employees from any or all provisions of the 
bill where he deems such exemption appropriate, but he may not 
extend its coverage. This authority does not extend to the re lie ‘ving 
of the Civil Service Commission of any function, responsibility, or 
duty im posed on the Commission by the bill other than its responsi- 
bility for the training of its own employees. 

Each department and agency is directed to (1) review its training 
needs within 90 days after enactment and at least every 3 years 
thereafter, (2) establish and maintain training programs to meet 
those needs, (3) operate these programs in accordance with law and 
regulations, (4) utilize its own resources, and other available Govern- 
ment resources, so far as practicable, and (5) encourage and recognize 
employee self-training and self-development. 

General responsibility for coordinating training programs and assist- 
ing the departments and agencies is imposed on the Civil Service 
Commission, subject to supervision and control of the ee and 
review by the C ongress. ‘The Commission is directed to (1) promote, 
coordinate, and assist in department and agency cane programs; 
(2) issue necessary standards and regulations after consultation with 
the departments and agencies as to their needs; (3) review department 
and agency training programs and activities and report thereon to 
the President and the C ongress; and (4) enforce compliance with the 
law, regulations, and standards governing outservice training. It 
should be noted that a number of matters to be covered by the Civil 
Service Commission regulations are spelled out in the bill. 

The bill consolidates into one comprehensive law most of the special 
training authorities now in existence. It makes unnecessary, and 
will repeal, existing legislation which now authorizes eight agencies 
to provide outservice training of employees. (See section-by-section 
analysis, p. 17.) Also, it eliminates any need for yearly reenactment 
of outservice tehiting authority presently granted five departments 
or agencies and the District of Columbia government through appro- 
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priation language. It will eliminate the need for additional special 
legislation now being sought by other departments and agencies. 
(See appendix. ) 

The re anal bill does not apply to the Foreign Service in the De- 
partment of State or to members of the uniformed services, which 
are within the jurisdiction of other committees, or to the President, 
the Vice President, persons appointed by the President (unless spe- 
cifically designated by him), the Tennessee Valley Authority, and 
cettain corporations supervised by the Farm Credit Administration. 


LIMITATIONS AND CONTROLS ON TRAINING ACTIVITIES 


The bill provides an appropriate measure of legislative controls on 
outservice training, including provisions to the following effect: 

1. Every trainee must agree, in advance, to remain with his 
agency for at Jeast three times the length of bis training period or 
repay the training costs; 

2. An employee with less than 1 year of continuous service 
may not be assigned to outservice training; 

3. An employee may not receive more than 1 year of outservice 
training per 10 vears of total service: 

4. Outservice training time by each department or ageney 
may not exceed 1 percent of its authorized personnel strength; 

5. Outservice training may not be authorized for the sole pur- 
pose of an individual obtaining an academic degree; and 

6. No department or agency may authorize outservice training 
by an institution or individual advocating overthrow of our Gov- 
ernment by force or violence or by an individual found to be of 
coubtful loyalty. 

Particular attention is directed to certain additional limitations 
contained in this legislation. Paragraphs (2) and (3) of section 6 (b) 
will permit the assignment of an employee to training outside of the 
Government only after the department head has determined that 
adequate training is not available within the Government. These 
provisions also prohibit such outside training for the purpose of filling 
a position by promotion if there is in the department an employee 
qualified to fill such position. 

Section 15 requires the Civil Service Commission to conduct a 
continuous review of training activities to assure that such activities 
are in compliance with the law and regulations. — If noncompliance is 
found, the Commission will certify to the department head its recom- 
mendations for corrective action. If, after allowing a reasonable 
time for placing such recommendations in effeet, the Commission 
finds that noncompliance continues, it will report such noncompliance 
to the President for appropriate action. 

Subsection (a) of section 18 requires each department to submit to 
the Civil Service Commission reports of its training activities, includ- 
ing names of employees receiving over 120 days’ training a year and 
additional detailed information on such training. Subsection (b) 
requires the Commission to include in each of its annual reports a 
statement with respect to the training of employees under this legisla- 
tion, including a summary of information relating to departmental 
training operations and such other matters as are appropriate. Sub- 
section (c) requires the Commission annually to report the information 
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submitted by the departments with respect to employees who have 
received more than 120 days of outservice training In a year 

In connection with such reporting provisions, it is the intent of the 
committee that the Civil Service Commission include in its reports to 
be transmitted to the Congress under this legislation information with 
respect to each employee who, in accordance with the requirements of 
section 11 (a), before being assigned to outservice training agrees to 
render service to the Government for a specified time after completing 
such training or repay the cost of the training but who voluntarily 
fails or refuses to complete the agreed period of service, 

Section 23 of the reported bill contains provisions for the absorption 
of costs of this training program within funds available to the depart- 
ments and agencies. These are to have substantially the same effect 
as the prov isions for absorption of costs contained in the recently 
enteted Federal Employees Salary Increase Act of 1958 (Public Law 
85-462). 

The foregoing are the major limitations and controls which will 
assure effective and economical training operations. 


' . . _ 7 : : 
Section 19 of the reported bill contams provisions carrying oul 


- . } ; P 4) : ‘ ; , 1) } R 
joint recommendations of the General Accounting Office, the Bureau 


of the Budeet, and the Civil Service Commission with respect to 


: ; on : J 

contr! butio iS and awards incident to tramine in non-Government 

Ls ] 4 7 ‘ } J 4 

facilities and pavimnents for tr: vel and subsis ence expenses iuicicent 
¥ 1 % 

to attendance at meetings v hich may be acce pt ed by Gsovernment 


employees. To the extent authorized by Presidential regulations, 
such contributions and awards and such payments may be accepted 
from nonprofit educational and similar organizations which meet the 
standards specified for tax « venuption of such organizations in section 
501 (c) (3) of the Internal Revenue Code of 1954. Reecular travel 
expense appropriations are made available for travel and subsistence 
expenses of authorized attendance of employees at meetines concerned 
with the functions for which the appropriations are made. (Sec. 10 
of the bill contains provisions to the same effect with respect to travel 
and subsistence expenses of an emplovee wee receives outside training.) 
To the extent that travel, subsistence, and other expenses of an em- 
ployee incident to outservice training or attendance at a meeting are 
covered by any contribution, award, or payment made by other than 
the Government, appropriated funds: may not be used to pay such 
costs. This section also ae ides that the bill does not authorize an y 
employee to be trained by any facility or organization which has as 
a substantial part of its activi ities the carrying on of propaganda, or 
otherwise attem pting to influence legislation or the participation or 
intervention in any politic a campaign. The reports submitted under 
the reporting provisions of the bill must include information on an 
annual basis with respect to contributions, awards, and payments 
accepted under section 19 of the bill. 


EXPENDITURES FOR TRAINING ACTIVITIES 


The committee thoroughly investigated the matter of additional 
expenditures which might result from approval of this legislation. 
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‘The committee emphasizes that enactment of this legislation will not 
result in the creation of any new board, commission, bureau, or simi- 
lar authority to carry out its provisions and that the central point of 
responsibility and accountability shall be the Civil Service Com- 
mission—subject to the usual supervision and control by the Chief 
Executive and review by the Congress. 

The committee obtained a commitment from the Director of the 
Bureau of the Budget and from the witnesses for the Civil Service 
Commission that the training programs authorized by this legislation 
will be established and maintained within the limits of regular appro- 
priations or other available funds, to the maximum practicable extent, 
and that the assignment of additional personnel for this purpose would 
be kept at a minimum. The following is a pertinent excerpt from 
the hearings: 

Mr. Humpniui. Thank you, Mr. Stans. 

* * * Did I understand your testimony to be that you 
think the cost would be absorbed without additional appro- 
priations? 

Mr. Srans. I think the costs should be absorbed without 
additional appropriations. 

| recognize that there is always a time lapse between train- 
ing somebody and getting the benefits of the training, but in 
most of the organizations the amounts involved in the first 
year’s training should be so small relatively that they should 
be absorbed. 

I would not propose that there be any separate appropria- 
tions or additional funds for the purpose of this program. 

Mr. Hempuity. In other words, if we pass legislation of 
this nature it would not be your recommendation—and cer- 
tainly would not be with your approval—that any agency or 
the Civil Service Commission go to the Appropriations C om- 
mittee for additional funds next year or in succeeding years? 

Mr. Stans. That is my point of view; yes, sir. 


lt was stated, for example, that the Civii Service Commission 
anticipated the assigument of its functions and responsibilities to an 
existing organizational unit with the addition of only two employees. 
These and similar commitments, together with the carefully worked 
out limitations, controls, and guidelines in the reported bill, amply 
guarantee that there will be comparatively little additional direct 
cost to the Government and that the improved training resulting from 
this legislation will bring savings to the Government many times 
greater than any such cost. 

The Director of the Bureau of the Budget also indicated that, as a 
general policy, the Bureau will not approve any new budget request 
for training authority to be included in appropriation acts in any year 
after the year in whieh this bill is enacted. This is in ae ‘cordance with 
the purpose and intent of the bill and the policy of the committee. 

The matter of cost was given primary consideration throughout the 
committee deliberations in recognition of the importance of preventing 
in advance any mushrooming of costs or expansion of payrolls when- 
ever approving a new program—a matter in which the Congress always 
is directly concerned, 
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Reports oF Executive AGENCIES 


Reports submitted by several departments and agencies with 
respect to training legislation follow: 

Subsequent to receipt of the following reports, the Director of the 
Bureau of the Budget and representatives of the United States Civil 
Service Commission and the General Accounting Office approved the 
reported bill. 

EXECUTIVE OFrrice OF THE PRESIDENT, 
BurREAU OF THE BupG 


ET 
Washington, D. C., August 14, 


1957. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Re prese ntatives. 

My Dear Mr. Cuatrman: This is in response to your requests 
for the views of the Bureau of the Budget on H. R. 1989 and H. R. 
6001. The basic purpose of both of these bills is to increase efficiency 
and economy in the Federal Government by providing needed author- 
ity for employee training programs. 

The Bureau of the Budget believes that general legislation au- 
thorizing intra-agency, interagency, and outservice training would con- 
tribute substantially to improved efficiency in governmental opera- 
tions. Those departments and agencies having this type of authority 
in appropriation or other acts report such results. Other agencies 
have reported a need for such authority in their efforts to obtain more 
effective and efficient operations. However, we do not believe that 
the limitations which would be placed on such a general training 
authority by H. R. 1989 or H. R. 6001, or the detailed Civil Service 
Commission control of agency training plans or activities which would 
be provided in those measures, would be desirable. 

The President should be fully accountable for the general manage- 
ment of the executive branch of the Government. Each department 
head, in turn, must be fully responsible to the President for the proper 
management of his agency. In connection with training, as well as 
in other areas of general management, issuance of regulations by an 
independent agency under direct authority from the C ongress would 
mean that the President’s and the department heads’ genet ral manage- 
ment accountability would be limited. 

We do believe that agency training activities should be subject 
to detailed restrictions incorporated in authorizing legislation or to 
detailed control or restrictions in rules issued by the Civil Service 
Commission. Decisions as to the general needs of an agency for 
specialized training, and such decisions with respect to any individual 
employee, are a function of agency management. Such decisions 
should be made in accordance with guides and limitations established 
by the President in the normal process of Presidential staff work. 

You have also requested the views of the Bureau of the Budget 
with regard to S. 385, also presently under consideration by. your 
committee. S. 385 would provide the needed basic training authori- 
zation in the manner we consider most appropriate. It would place 
in the President executive responsibility for employee training. 
Regulations for administration of the act would be issued under 
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authority of the President. The President would report annually to 
(Congress on operations under authority of the act. 5S. 385, with 
certain perfecting amendments recommended by the Civil Service 
(Commission in its report on that measure, would provide appropriate 
executive branch employee training authority. We recommend 
enactment of that measure. 

Enactment of either H. R. 1989 or H. R. 6001 would not be in 
accord with the program of the President. 

Sincerely yours, 
Percitvat Brunpaage, Director. 


—-—— 


ExecuTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., August 14, 1957 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
Flouse of Representatives. 

My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 385, a bill 
to authorize the training of Federal employees at public or private 
facilities, and for other purposes. 

The Bureau of the Budget believes that general legislation enabling 
the President to authorize the heads of Federal agencies to provide 
emplovee training is urgently needed. It would contribute substan- 
tially to improved efficiency in governmental operations. Agencies 
having such authority in appropriation or other acts report such 
results. Other agencies report an urgent need tor such authority to 
obtain more effective and efficient operations. 

Responsibility for training employees is an essential part of manage- 
ment’s responsibility for carrying out the functions of an agency as 
effectively as it can. Those who are responsible for the successful 
accomplishment of the work of an agency are naturally also respon- 
sible for maintaining the effectiveness of the personnel who do the 
work, and for the development of the competence needed for the 
successful accomplishment of the agency’s functions. Within the 
limits of suitable, established policy, management should be authorized 
to provide whatever training is needed to achieve agency objectives. 

S. 385 would provide the needed basic training authorization in 
the manner we consider most appropriate. The President could 
authorize agency heads to provide employee training in_ accordance 
with such guides or limitations as he might prescribe. Decisions as 
to the particular training needs of the agency, or of individual em- 
ployees, would be made by agency management in accordance with 
those policies. 

We strongly support enactment of S. 385 with the perfecting amend- 
ments recommended by the Civil Service Commission in its report to 
your committee on the measure. We are authorized to inform you 
that enactment of S. 385, amended in that manner, would be in 
accord with the program of the President. 

Sincerely yours, 
Percival BrunpaGeE, Director. 
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Unirep Srates Crvit Service Commission, 
Washington, D. C., August 14, 1957. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, United States Congress. 

Dear Mr. Murray: This letter is in further reply to your requests 
for our comments on 8. 385 (Johnston and Neuberger), H. R. 6001 
(Rees), and H. R. 1989 (St. George), all of which are employee 
training bills. 

Each of these bills would authorize training of Federal employees 
within their own agencies, in other Government agencies, and in 
non-Federal facilities when justified by agency program needs. 
Each would consolidate into one basic, enabling act many of the 20 
separate existing training laws—each one different from all the others. 
ach would eliminate the need for additional training laws, and each 
would make possible more effective surveillance of outside training. 
Each provides for reports to the President and the Congress. All are 
designed to achieve the same basic objective: strengthening employee 
training programs in order to build a better public service. There are, 
however, these major differences: 

(1) H. R. 6001 and 1989 authorize heads of departments and 
agencies, subject to Civil Service Commission regulations, to establish, 
operate, and maintain programs and plans for training their employees 
in governmental and nongovernmental facilities. S 385 authorizes 
them to train their employees in governmental facilities and enables 
the President, subject to such regulations as he may prescribe, to 
authorize them to obtain training for their employees in nongovern- 
mental facilities. 

(2) H. R. 6001 and 1989 write specific controls into law; S. 385 
would leave most of these controls to Presidential regulations. 

(3) H. R. 1989 provides for advance Commission approval of 
agency training plans, including plans for in-service training. Ad- 
vance approval is not generally required by the other two bills. 

We believe that S. 385, an administration measure already passed 
with amendments by the Senate, is preferable to the others from the 
standpoint of both principle and practice. It would accomplish the 
desired objectives with a minimum of delay, paperwork, and expense. 
It has much greater flexibility and simplicity, and we believe that it 
would provide all the safeguards necessary to protect the Govern- 
ment’s interests. If it is passed, as we strongly recommend that it 
be, we suggest that the following changes be made in it: 

(1) Substitute “involuntarily” for ‘voluntarily’ in lines 2 and 3, 
page 4. We believe that the present language is the result of a 
printing error, as we understood that the intent was to waive reim- 
bursement of training expenses in the case of trainees involuntarily 
separated. 

(2) Add, immediately after the word “amended” on line 3, page 3, 
the following: “Provided, That the term ‘employee’ shall include com- 
missioned officers of the Coast and Geodetic Survey.” 

The purpose of this suggested addition is to provide authority which 
may not otherwise be available for the training of commissioned officers 
of the Coast and Geodetic Survey, Department of Commerce. Weare 


A 
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informing the Committee on Interstate and Foreign Commerce, in a 
separate report on H. R. 6247, that we believe training authority for 
the Department of Commerce, including Coast and Geodetic Survey 
officers, is needed but that we much prefer general legislation. This 
suggested amendment will, if S. 385 passes, remove the need for special 
legislation such as that proposed in H. R. 6247. 

(3) Revise the reporting requirement, section 10, page 6, to read: 
“The head of each agency which provides training in non-Federal 
facilities for any of its employees shall report annually to the Congress 
the number of employees receiving such training during the period 
covered by the report and the nature, length, and cost of such 
training.” 

The effect of this suggested revision would be to eliminate necessity 
for reporting the names of individual trainees and, for each, the length 
of his total Government service; the grade, title, and primary functions 
of his position; the length of his service in that particular position; 
the relationship of the training to that position; and the name of the 
training facility. Each of the military departments trains several 
thousand employees a year in short (3 days to 2 weeks) technical 
courses, and reporting of all such specific, individualized information 
as now called for by 8. 385 would, we believe, be unjustifiably burden- 
some and expensive. 

It would also be possible, since the bill as now worded specifically 
authoriz’s inservice training, to repeal the whole of the existing author- 
ity for training of Veterans’ Administration employees other than 
those of the Department of Medicine and Surgery. This could be 
accomplished by rewording section 9 (f), pages 5 and 6, as shown in 
the enclosed copy of the bill on which all the suggested changes have 
been typed in for ease of reference. 

The many detailed controls which H. R. 6001 and H. R. 1989 write 
into law would inevitably complicate operations and make adminis- 
tration of training more cumbersome than it need be. While we 
appreciate that these controls are intended to safeguard the Govern- 
ment’s interests, we believe that they are far more complicated than 
required to accomplish that objective. The bills’ length, their spe- 
cificity, and their many cross-references and exceptions make it difficult 
to determine accurately and surely what they do and do not authorize, 
and under what conditions. It would not be possible to administer 
training with the ease, economy, and effectiveness possible under 
broader, general legislation. For these reasons, we do not favor their 
enactment. 

We hope very much that the Congress will take early and favorable 
action on employee training legislation. Our need for such legislation 
is very great, and the lack of general authority is forcing more and 
more agencies to seek special authority, thus aggravating ecm 
existing inconsistencies and inequities. 

We are advised that the Budget Bureau has no objection to the 
submission of this re port. 

By direction of the Commission. 

Sincere ly yours, 


Hares Evuswortnu, Chairman. 
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CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 2, 1957. 
Mr. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. CuarrMan: Your letters of April 17, 1957, acknowledged 
April 18, request our report on S. 385 and H. R. 6001, respectively, 
both of which would authorize the training of Federal civilian em- 
ployees at public or private facilities. 

We concur in the general objectives of the two bills. Statutory 
authorization for civilian employee training is considered desirable 
for two reasons. In the first place, it would provide a statutory basis 
for the furnishing of needed training to civilian employees of the 
Government; secondly, it would establish standards and conditions 
under which the Congress approves of civilian employee training at 
Government oy ae This is particularly important where the train- 
ing is furnished by or through private facilities. 

In general, we sehen the language of H. R. 6001 to that of S. 385 
since the House bill sets forth in ereater detail the intention of Con- 
gress concerning the conditions and limitations under which training 
at Government expense would be authorized. The remainder of our 
comments, therefore, will be limited to a discussion of H. R. 6001. 

We are somewhat concerned over the extent to which the Civil 
Service Commission might regulate in connection with wholly intra- 
departmental training programs. While we agree that the Commis- 
sion should have general regulatory authority concerning the act, in 
our opinion it should be pree ore from regulating with respect to the 
type, character, and details of wholly intrade ‘partmental training. 
It is our view that each department is best able to determine its 
particular training needs, and, insofar as wholly intradepartmental 
training programs are concerned, is best able to determine how they 
should be conducted. We apprehend that placing on the Civil 
Service Commission the duty to prescribe or control the type or 
character of intradepartmental training programs, or to regulate the 
details of such programs, likely would create difficulties and delays in 
achieving the objectives of the bill. Accordingly, we suggest that 
consideration be given to amending section 6 by inclusion of additional 
language along the following lines: “Nothing contained in this section 
shall be construed to authorize the Civil Service Commission to 
prescribe the types and methods of intradepartmental training 
other than to issue general rules requiring that the training be in fields 
reasonably associated with the work of the department—or to regulate 
the details of intradepartmental training programs. In the ‘se respects 
the Commission shall serve in an advisory capacity only.’ 

In section 10, line 23, page 14, we recommend insertion of the words 
“and matriculation fees’? immediately following the word “tuition. 
If this recommendation is adopted, an appropriate relettering of the 
expenses and costs enumerated in this section must be made. 

Our decisions have held that the provisions in title 18, United 

States Code, section 1914, preclude the supple ‘menting of an emplovee’s 
compensation by contributions from private sources and that such 
restriction applies to amounts which might be payable under training 
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grants offered by foundations or other private sources. (See 35 Comp. 
Gen. 639; 36 id. 155.) In accordance with an informal request from 
the staff of the Senate Committee on Post Office and Civil Service 
for language which might exempt training grant contributions from 
the code restriction, we suggested the language presently appearing 
in section 8 of S.385. Since title 1 8, United States Code, section. 1914, 
is fundamentally a criminal eeiakt and of interest primarily to the 
Department of Justice, we offer no recommendation as to the desira- 
bility of creating an exception in the case of training grants. We 
assume the Department of Justice would have some comment on 
this phase of the bill. However, should your committee desire to 
include such an exception in H. R. 6001, we consider that the language 
appearing in section 8 of S. 385 is sufficient to accomplish such purpose. 

It occurs to us also that, in the event your committee may wish to 
include such an exception, you also might desire to impose some type 
of limitation on the amount an employee may receive concurrently 
from both the employing agency and private sources. For instance, 
it may be that you would wish to preclude an employee who is receiv- 
ing a private grant for travel in an amount in excess of the maximum 
amount legally authorized to be paid by the employing agency for 
that purpose from receiving any travel reimbursement whatsoever 
from the employing agency. If such is the case, language in section 
8 of S. 385 might be supplemented to read as follows and inserted in 
H. R. 6001: “To the extent authorized by regulations of the President 
under the authority of this act, contributions may be made by private 
oes es and accepted by employees receiving training in non-Federal 
facilities without regard to the provisions of section 1914 of title 18 
of the United States Code. The amounts payable by any department 
to an employee for any particular purpose incident to his receiving 
training in or through private facilities shall be reduced by the 
amount such employee receives from private sources under the 
authority of this section for the same purpose.”’ 

This language would permit an employee receiving training in or 
through a private facility to accept contributions from private sources 
with no monetary limitation upon the amount he could receive from 
such sources. The limitation in the language quoted would apply 
solely to amounts payable by the Government in cases where an em- 
ployee receives a contribution from a private source. The words “for 
the same purpose” have been included in the suggested language to 
prevent the reduction of an employee's salary on account of contribu- 
tions received for another purpose—traveling expenses, for instance. 

Section 107 of the Independent Offices Appropriation Act, 1957 (70 
Stat. 352), imposes a limitation on the number of employees that may 
be engaged in personnel work. It further specifies that employees 
who spend one-half or more of their time in personnel administration 
consisting of “training” must be included in this limitation. It may 
be that the limitation should be made less restrictive since enactment 
of general training legislation may require additional training personnel 
in the individual agencies. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Clon ptrolle r General of the 1) ~ 
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JENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE, 
Washington, D. C., September 11, 1957. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Drar Mr. CuHatrman: Reference is made to your request for com- 
ments on H. R. 6001, 85th Congress, a bill to increase efficiency and 
economy in the Government by providing for training programs for 
civilian officers and employees of the Government with respect to the 
performance of official duties. 

The Department of Defense is in full agreement with the basic 
objectives of H. R. 6001. The Department of Defense for many 
years, under appropriation act authority, has conducted the training 
in government and nongovernment facilities that would be authorized 
by H. R. 6001. The present authority for such training in the Depart- 
ment of Defense is contained in section 603 of title VI, Public Law 
639, 84th Congress. 

The Department recognizes the value of extending the authority 
now existent in the Department of Defense to other Federal agencies 
which do not currently have authority to conduct training at non- 
governmental facilities. This type of training has proven to be ex- 
tremely useful to the Department of Defense in economically meeting 
its needs for a wide range of skills. 

While the objective of H. R. 6001 in recognizing the desirability of 
training Federal employees is sound, it is not considered necessary or 
desirable to enact into law the very detailed regulations contained in 
H. R. 6001. It is believed that such regulations as are necessary to 
govern the use of training should be issued administratively by the 
President. When changes or adjustments are found to be needed in 
such regulations, they can be made promptly by administrative action 
rather than by the more difficult process of legislative enactment. 

In addition, in the administration of current widespread govern- 
mental training activities, questions of interpretation are bound to 
arise concerning the many detailed provisions of H. R. 6001. There is 
danger that overlegalistic interpretations of these provisions will build 
up over the years to impede department heads in carrying out their 
existing fundamental responsibility for the training of their own 
employees. Examples of some of the provisions of H. R. 6001 which 
might become the subject of rigid interpretations are sections 6 
(b) (2) and 6 (b) (3). These sections provide for determination as to 
whether “adequate training for such employees by, in, or through a 
government facility is not reasonably available * * *” and for 
determination as to whether “another employee of equal ability and 
suitability who is fully qualified to fill such position is available at, or 
within a reasonable distance from, the place or places where the duties 
of such position are to be performed.’’ Decisions on these matters 
currently are made as a regular administrative procedure, but the 
danger in placing detailed provisions of this type in law is that they 
will become the subject of a series of legal determinations within the 
Department, within the Civil Service Commission, and possibly by the 
Comptroller General and the courts. 

Another example occurs in section 6 (a). This section states that— 

“The Commission, after consideration of the needs and require- 
ments of each department for training of its employees and after con- 
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sultation with those departments principally concerned, shall pre- 
scribe regulations contaiming the principles, standards, and related 
requirements for the programs, and plans thereunder, for the train- 
ing of employees of such department under authority of this Act 
* * *? (Emphasis added.] 

This language appears to mean that the Civil Service Commission 
would issue regulations on training for each department individually. 
[t is believed that this is not a proper role for the Commission. Such 
governmentwide regulations as are issued should contain general 
standards and the detailed implementation of these standards ‘should 
be the responsibility of each department head. 

Section 12 (a) (3) would preclude programs of cooperative education 
as would lines 9-12 of section 13. ‘These programs of alternating 
work and school assignments are currently of great value to the 
Department as a source of recruiting engineering and scientific talent. 
Under these programs, employ ee-students alternate periods of work 
and school leading to a degree. During the work periods the em- 
ployee-students perform valuable subprofessional work in many 
shortage engineering and science occupations. After graduation, 
these cooperative students provide a valuable source to meet the 
Department’s growing shortage of engineers and scientists. 

In summary, while the Department of Defense endorses the basic 
objectives of H. R. 6001, it is believed that these objectives can be 
best obtained without the disadvantages that result from placing 
detailed administrative regulations in law. 

It is considered that these objectives can be accomplished by substi- 
tuting S. 385, 85th Congress, which has passed the Senate and is 
pending in your committee, for H. R. 6001 and by making two 
changes in S. 385, as follows: 

1. Revise the reporting requirement in section 10 of S. 385 to pro- 
vide for the reporting of the nature and total amount of training con- 
ducted in non-Federal facilities, rather than the reporting of individual 
cases. Based on fiscal year 1956 figures, expensive and voluminous 
annual descriptive reporting of the individual training arrangements 
made for each of over 21,000 employees in the Department of Defense 
would be necessary under section 10 of S. 385. In addition, this 
requirement would in a number of instances involve revelation of 
highly classified duties. Section 10 alone would involve a reporting 
expense for minor training activities of but a few days duration, or 
even for 1 day. 

Change section 6 on the period of obligated service specified in 
the bill by adding after the word “including” on line 1, page 4, the 
phrase “as a minimum.” This change would provide needed flex- 
ibility in establishing requirements for obligated service. It also is 
believed that the w ord “voluntarily” on line 2, page 4, is intended to 
be “involuntarily” since it is the employee who leaves of his own 
volition who should be liable for the expenses incurred in his training. 

It is also noted that section 8 of S. 385 contains a very desirable 
provision not contained in H. R. 6001, in that it would permit Federal 
employees to participate in fellowships and similar programs sponsored 
by private sources. 

Accordingly, the Department of Defense recommends that S. 385, 
with the modifications suggested above, be enacted in lieu of H. R. 
6001. 
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The Bureau of the Budget has advised that there is no objection 
to the submissicn of this report to the Congress and that enactment 
of H. R. 6001 would not be in accord with the program of the 
President. 

Sincerely yours, 
Roperr Decuerr. 


OrricE OF THE POSTMASTER GENERAL, 
Washington, D. C., September 11, 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Re prese ntatives. 

Dear Mr. CuHarrMan: Reference is made to your request for a 
report on H. R. 1989, a bill to provide for programs of inservice and 
outservice training for Government employees. 

The Post Office Department has had training programs in effect for 
a number of years. Provision therefor is contained in the annual 
appropriation acts for the Post Office Department. Section 202 of the 
current appropriation act (Public Law 467, approved April 2, 1956; 
70 Stat. 97) provides as follows: 

“Sec. 202. During the current fiscal year, and under such regula- 
tions as may be prescribed by the Postmaster General, not to exceed 
an aggregs ite of $100,000 shall be available from any funds available 
to the Post Office Department, as may be determined by him, for 
expenses necessary to enable the Department to participate in Federal] 
or non-Federal training programs and for necessary expenses of train- 
ing officers and employees (both departmental and field postal serv- 
ices) in such subjects or courses of instruction in either Federal or 
non-Federal facilities as will contribute to the improved performance 
of their official duties: Provided, That not more than forty-five of 
such officers and employees may participate in any training program 
in a non-Federal facility which is of more than ninety days duration.”’ 

A similar provision is contained in H. R. 4897 as passed by Congress 
on May 13, 1957. 

Subject to departmental policy the administration of the training 
program has been decentralized to the regional management offices. 
Competent training staffs are located in the regional organizations. 
Training at the installation level is coordinated by the regions which, 
in turn, report functionally to the Department. Determination of 
needs, scope, and conduct of programs; the selection and assignment 
for training and utilization of employees who have undergone training; 
and the evaluation of results are all basic considerations which this 
Department has met in the development of its program. The pro- 
gram is consistent with the philosophy of administration currently 
practiced in the postal establishment—that of maximum decentraliza- 
tion of authority to operate. 

The Post Office Department is opposed to H. R. 1989. 

The legislation would superimpose unnecessary controls, established 
by the Civil Service Commission, on the training program of the 
4astal service. Administrative authority properly vested in the 
Postmaster General to maintain a full, competent work force would 
be subject to the approval of an outside agency. The administrative 
requirements made mandatory by this legislation would increase the 
costs without a corresponding increase in training effectiveness. 
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The Post Office Department should be specifically exempted from 
enactment of any legislation of this nature. 

It is estimated that the cost to the Department, resulting from the 
enactment of H. R. 1989, would be about $420,000 for the first year 
and that this cost would reach a level of $500,000 thereafter. 

The Bureau of the Budget bas advised that there would be no 
objection to the submission of this report to the committee. 

Sincerely yours, 
Maurice H. Stans, 
Acting Postmaster General. 


SECTION-BY-SECTION ANALYSIS OF ReEportTED BILL 
SHORT TITLE 


Section 1 provides that the proposed law will have a short title— 
the “Government Employees Training Act.” 


DECLARATION OF POLICY 


Section 2 sets forth four major elements of congressional policy on 
training matters as a guide for operations under the proposed law: 

Training of Government civilian employees.—In section 2 (1) it is 
declared to be the policy of the Congress that employee self-i improve- 
ment efforts shall be supplemented by Government-sponsored training 
in the performance of official duties and in the development of skills, 
knowledge, and abilities which will qualify employees to perform 
official duties. 

Control by the President and review by the Congress.—In section 2 (2) 
it is declared to be the policy of the Congress that departmental 
training programs shall be continuous in peacetime and expansible 
in national emergencies and, at all times, shall be subject to super- 
vision and control by the President and review by the Congress. 

Promotion of economy and efficiency. —In section 2 2 (3) it is declared 
to be the policy of the Congress that such traiing programs shall be 
designed to result in certain specified attainments, for example, im- 
proved public service, dollar savings, and fair and equitable treat- 
ment of Government employees. 

Authority of Civil Service Commission subject to supervision and 
control by the President.—Paragraph (4) of section 2 provides that it 
is the policy of the Congress that the United States Civil Service 
Commission shall be responsible and have authority, subject to super- 
vision and control by the President, for the effective promotion and 
coordination of training programs of the departments and of training 
operations under such programs. 

In connection with paragraph (4) of section 2, mention should be 
made of the following: 

First, section 19 (e) of the bill provides that the functions, duties, 
and responsibilities assigned to the Commission by the bill shall be 
exercised subject to supervision and control by the President and 
review by the Congress. 

Second, section 4 (b) of the bill provides, in effect, that the President 
may not transfer to another de ‘partment or agency those functions, 
duties, and responsibilities, with respect to the overall promotion and 
coordination of training programs and operations, which are placed 
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upon the Commission by the bill nor may he remove such functions, 
duties, or responsibilities from the Commission. 

In this bill, the Congress, in effect, has authorized the United 
States Civil Service Commission to perform, without prior approval 
of the President, the tasks assigned to the Commission by this bill, 
such as the issuance of regulations, the publication of standards, the 
review of departmental and agency programs, and the certification of 
noncompliance by departments and agencies. At the same time, the 
bill retains in the President his traditional authority and respon- 
sibility with respect to the Civil Service Commission and other depart- 
ments and agencies covered by the bill by providing specifically that 
training matters both in the Commission and in other departments 
and agencies covered by this bill shall be subject to supervision and 
control by the President. 

DEFINITIONS 


Section 3 contains definitions of certain terms for purposes of the 
bill. 

Section 3 (1) defines ‘‘Government’”’ as the Government of the 
United States and the municipal government of the District of 
Columbia. 

Section 3 (2) defines “department” (subject to the exceptions 
listed in sec. 4) as each department, independent establishment, and 
agency in the executive branch of the Government, each Government- 
owned or controlled corporation subject to title I or title II of the 
Government Corporation Control Act, the General Accounting Office, 
the Library of Congress, the Government Printing Office, and the 
municipal government of the District of Columbia. 

It may be noted that the terms “Government” and “department” 
each are defined specifically to include the municipal government 
of the District of Columbia in recognition of the fact that, in the 
operation of the provisions of the bill, the munic ipal government of 
the District of ¢ ‘olumbia will be a “Government” for some purposes 
and a “department” for other purposes. 

Section 3 (3) defines ‘‘employee”’ as any civilian officer or employee 
in or under a department (subject to the exceptions contained in 
sec. 4), including officers of the Coast and Geodetic Survey in the 
Department of Commerce. 

Section 3 (4) defines ‘“Commission”’ as the United States Civil 
Service Commission. 

Section 3 (5) defines “training,” in effect, as the process of provid- 
ing for and making available to an employee, and placing or enrolling 
him in, a planned, prepared, and coordinated program or similar 
routine of instruction or education in fields which are or will be 
directly related to the performance by the employee of official duties 
for the Government in order to improve the caliber of his perform- 
ance of those duties. 

Section 3 (6) defines “Government facility” as any property ow ned 
or wisteucaly controlled by the Government as well as the services 
of personnel of the Government, both civilian and military. 

Section 3 (7) defines “nongovernment facility” as the following: 

(1) The Government of any State, Territory, or possession of the 
United States, the government of the Commonwealth of Puerto Rico, 
and any interstate governmental organization, or any unit, subdivision, 
or instrumentality ‘of any of the foregoing; 
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(2) Any foreign government or international organization, or in- 
strumentality of either, designated by the President as eligible to 
provide training under this bill; 

(3) Any medical, scientific, technical, educational, research, or pro- 
fessional institution, foundation, agency, or organization; 

(4) Any business, commercial, or industrial firm, corporation, 
partnership, proprietorship, or any other organization; and 

(5) Any individual not a civilian or military officer or employee of 
the United States Government or of the municipal government of the 
District of Columbia. 

In addition, section 3 (7) provides that, for the purposes of furnish- 
ing training by, in, or through any of the above-listed facilities, the 
term ‘‘non-Government facility” also shall include the services and 
property of any such facilities furnishing such training. 


EXCLUSIONS 


Section 4 relates to exclusion of departments and employees from 
any or all of the provisions of the bill. 

Section 4 (a) excludes specifically from the bill the following: 

(1) The President of the United States; 

(2) The Vice President of the United States; 

(3) The Foreign Service of the United States under the Depart- 
ment of State; 

(4) Any corporation under the supervision of the Farm Credit 
Administration, of which corporation any member of the board of 
directors is elected or appointed by private interests; 

(5) The Tennessee Valley Authority; 

(6) Any individual appointed by the President, by and with the 
advice and consent of the Senate or by the President alone, unless 
the President specifically designates such individual for training under 
the bill; and 

(7) Any individual (except an officer of the Coast and Geodetic 
Survey in the Department of Commerce) who is a member of the 
uniformed services as defined in section 102 (a) of the Career Com- 
pensation Act of 1949, as amended (that is, any member of the Armed 
Forces of the United States), during any period in which he is receiving 
compensation under title II of such act. 

Section 4 (b) (1) authorizes the President to exclude, in the public 
interest, any department or part of a department (including the 
Civil Service Commission), or any employee or employees (either 
individually or by groups or classes), from any or all of the provisions 
of the bill except section 21 (relating to the repeal and amendment of 
existing employee training laws), section 22 (relating to existing rights 
and obligations), and section 4 itself. 

Section 4 (b) (2) is a specifie provision to the effect that the Presi- 
dent is authorized again to place any department or part thereof 
(including the Civil Service Commission) ; or employee or employees, 
so excepted, under the provisions of the bill. 

In addition, section 4 (b) contains a provision which clarifies the 
nature, extent, and operation of this authority of the President by 
providing that section 4 (b) does not authorize the exception of the 
Civil Service Commission from the functions, duties, and responsi- 
bilities imposed upon the Commission by the bill for the promotion 
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of training in other departments and for the coordination of training 
programs, plans, and operations in such departments. 


DEPARTMENTAL REVIEWS OF TRAINING NEEDS 


Section 5 provides for a review by the head of each department of 
the needs and requirements of his department for the training of the 
employees thereof. It is required that such review be conduc ted and 
completed within 90 days after the date of enactment of the bill and 
at least once every 3 years after the close of the 90-day period. The 
Civil Service Commission is authorized in its discretion to assist any 
department in its review if the department requests such assistance, 
It is required that any information obtained or developed in any such 
review be made available to the Commission upon the request of the 
Commission. 


TRAINING REGULATIONS OF COMMISSION 


Section 6 (a) authorizes the Civil Service Commission, after con- 
sideration of the training needs ca requirements of each department 
and after consultation with the de ‘partments principally concerned, to 
prescribe regulations containing principles, standards, and related 
requirements for departmental training plans and programs conducted 
under authority of the bill. The bill does not re quire the Commission 
to obtain the approval of the President before it issues instructions to 
departments or publishes regulations. Such regulations must provide 
for the maintenance of information necessary to permit the President 
and the Congress to discharge their respective duties for supervision, 
control, and review of training programs. The regulations must 
provide for appropriate coordination of and reasonable uniformity in 
departmental training programs and plans and shall cover, with respect 
to training in both Government facilities and non-Government facili- 
ties, the following: 

(1) Determinations and continuing reviews by departments of 
their training needs and requirements; 

(2) The scope and conduct of departmental training programs and 
plans; 

(3) The selection and assignment of employees for training; 

(4) The utilization of trained employees; 

(5) The evaluation of the results of training; 

(6) The interchange among departments of training information; 

(7) The submission by departments of reports on the results and 
effects of training programs and plans, the economies resulting from 
such training programs and plans, and estimates of costs of training 
in non-Government facilities; 

(8) Payments and reimbursements for training expenses in both 
Government facilities and non-Government facilities; and 

(9) Such other matters as the Commission deems necessary or 
appropri ite. 

Section 6 (b) directs the Commission to include in its regulations 
special provisions for training in non-Government facilities including 
coverage of such matters as: 

(1) Policies governing the selection of non-Government facilities 
for training purposes; 
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(2) Determination that a Government facility is not reasonably 
available for training purposes and that appropriate consideration 
has been given to the then existing or reasonably foreseeable avail- 
ability and utilization of fully trained employees; and 

(3) Prohibition against the training of an employee for the purpose 
of filling a position by promotion if, in the department concerned, 
another fully qualified employee of equal ability and suitability is 
available within a reasonable distrance from the place or places of 
performance of the duties of the position concerned. 

Section 6 (c) specifically authorizes the Civil Service Commission, 
from time to time, to revise, supplement, or abolish its regulations and 
prescribe additional regulations. 

Section 6 (d) states that section 6 is not to be construed to authorize 
the Commission to prescribe, with respect to intradepartmental train- 
ing, either the kind of training or the precise training methods to be 
used by the departments or to authorize the Commission to prescribe 
for the departments the details of such training. Section 6 (d) will not 
deprive the Commission of any existing authority. 


ESTABLISHMENT OF PROGRAMS OF TRAINING THROUGH GOVERNMENT 
AND NON-GOVERNMENT FACILITIES 


Section 7 directs the head of each department to prepare, establish, 
and place in effect, within 270 days after the date of enactment of the 
bill, training programs aad plans which will, among other things, in- 
crease economy and efficiency of departmental operations and raise 
the standard of performance of employees. When regulations have 
been issued by the United States Civil Service Commission, such pro- 
grams and plans shall conform to such regulations. Such programs 
and plans shall make provision for adequate and appropriate adminis- 
trative control. Section 7 also authorizes two er more departments 
to conduct joint operations under a training program. Under training 
programs, self-development of employees is to be encouraged by means 
of appropriate recognition of increases in their proficiency and skill. 


GENERAL PROVISIONS OF PROGRAMS OF TRAINING THROUGH 
GOVERNMENT FACILITIES 


Section 8 contains general provisions with respect to programs of 
training in Government facilities to the following effect: 

First, section 8 directs each department to provide for employee 
training in its own facilities insofar as practicable. 

Second, section 8 provides for the utilization by a department of 
the facilities of another department for employee training. 

Third, a department may, in the discretion of the department head, 
make its traming facilities available to another department on a 
reimbursable or nonrermbursable basis. 

Fourth, section 8 also permits any agency, which is in any branch 
of the Government and which is not covered by the training programs 
under the bill, to make available its facilities, on a reimbursable or 
nonreimbursable basis, to those departments having traming pro- 
grams under the bill. 

One purpose of section 8 is to encourage departments and agencies 
to make their training facilities available to other departments and 
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agencies and to use available traiming facilities of other departments 
and agencies. However, this purpose is subject to the necessary lim- 
itation that no department or agency which requires the full capacity 
of its training facilities to carry out its own responsibilities shall be 
called upon to make such facilities available to another department 
or agency. 


GENERAL PROVISIONS OF PROGRAMS OF TRAINING THROUGH NON-GOV- 
ERNMENT FACILITIES 


Section 9 contains general provisions with respect to programs of 
training in non-Government facilities. 

Section 9 (a) authorizes the head of each department to enter into 
agreements or make ot ther appropriate arrangements for the training 
of employees of such d ‘partment in non- Government facilities with- 
out requesting bids on the cost of such training as norma!ly would be 
required in such cases by section 3709 of the Revised Statutes (41 
U.S.C 

Section 9 (b) (1) requires each department to inform its employees 
of training opportunities in non-Government facilities and of the 
limitations and restrictions applicable to employees who accept such 
training. 

Section 9 (b) (2) directs each department to consider the value of 
training as an inducement to be used in the hiring and retention of 
scientific, professional, tee hosel, and administrative employees. 

Section 9 (c) authorizes each department to supplement the regula- 
tions of the Civil Service Commission with departmental regulations 
which will further protect the Government on matters affeeting th 
payment and reimbursement of training expenses. 


EXPENSES OF TRAINING THROUGH GOVERNMENT FACILITIES AND NON- 
GOVERNMENT FACILITIES 


Section 10 authorizes the head of each department, in accordance 
with regulations issued by the Civil Service Commission, to use funds 
appropriated or otherwise available to pay the salary of employees 
who are being trained (but not to pay them overtime, holiday, or night 
differential pay during periods of training). The section also author- 
izes the department head to cover the necessary expenses of an 
employee in training either by reimbursing him for those expenses or 
by providing money in advance in anticipation of such expenses. The 
necessary orn nses include travel; pet diem; transportation of family 
and house! ld goods whenever such expenses would be less than | 
ment of pel r die Im; tuition; matriculation fees: library and laboratory 
services; purchase or rental of books, materials, aud supplies; and othe: 
expenses dires tly related to the training of such employee. Member- 
ship fees are not allowed unless tl ey are directly related to the cost of 
training. 


NLY- 


AGREEMENTS OF EMPLOYEES RECEIVING TRAINING THROUGH NON 
GOVERNMENT FACILITIES TO CONTINUE IN GOVERNMENT SERVIC 
FOR CERTAIN PERIODS 
Section 11 (a) requires each employee who is to be trained at a ne 

Government facility to enter into a written agreement (1) to serve fo: 
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a period at least equal to three times the length of the period of his 
training, unless he is involuntarily separated from the service, and 
(2) if he leaves the service voluntarily, to reimburse the Government 
for the additional mee np such as travel, tuition, and fees (but not 
salary) incurred by the Government in connection with his training. 
Section 11 (a) further provides that no employee selected for such 
training shall be actually assigned to such training unless he has 
entered into such agreement. 

Section 11 (b) permits an employee to transfer from a department 
which provided him with training at a non-Government facility to 
another department or to another agency in any branch of the Govern- 
ment. If he has not completed the period of service specified in the 
training agreement which he signed, the head of the department which 
provided the training may demand repayment of the additional 
expenses incurred but must give notice of such demand prior to the 
date of the transfer of the employee. 

Section 11 (c) provides for recovery by setoff from salary, retirement 
credit, or other credits, or by legal action, of money due to the Govern- 
ment from an employee who fails to complete the terms of a training 
agreement. However, in accordance with regulations of the Com- 
mission, the head of a department, in the cause of equity and good 
conscience, or in the public interest, may waive in whole or in ‘part 
the right of the Government to collect from any such employee. 


LIMITATIONS ON TRAINING OF EMPLOYEES THROUGH NON-GOVERNMENT 
FACILITIES 


Section 12 (a) limits the training of employees in non-Government 
facilities in the following ways: 

(1) Not more than 1 percent of a department’s total number of 
man-years of civilian employment in any fiscal year (as disclosed by 
budget estimates) shall be devoted to training in non-Government 
facilities in such fiscal year. 

(2) An employee must have had at least 1 year of current, con- 
tinuous civilian service at the time he is assigned to training in a 
non-Government facility. Exeeptions to this requirement may be 
made, in the public interest, by a department head in accordance with 
regulations of the Civil Service Commission. 

(3) Employees are limited to 1 year of training at a non-Govern- 
ment facility in each 10 years of employment. 

(4) The length of time spent in training at non-Government facili- 
ties shall be made subject to such other limitations as the Civil Service 
Commission may, in its discretion, establish. 

Section 12 (b) authorizes the Civil Service Commission, upon re- 
quest of a department head, to waive or reimpose, in the public inter- 
est, any or all of these restrictions for an employee, or a department 
or part thereof. 


PROHIBITION ON TRAINING THROUGH NON-GOVERNMENT FACILITIES 
FOR SOLE PURPOSE OF OBTAINING ACADEMIC DEGREES 


Section 13 prohibits the use of the authority of the bill to give 
employees opportunities to obtain academic degrees to qualify for 
appointment to a mye The section also prohibits the use of the 
authority of the bill to provide employees training solely for the 
purpose of obtaining academic degrees. 
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PROHIBITION ON TRAINING THROUGH FACILITIES ADVOCATING OVER- 
THROW OF THE GOVERNMENT BY FORCE OR VIOLENCE 


Section 14 forbids the use of appropriations of, or other funds 
available for expenditures by, any department for the training of any 
employee in a non-Government facility which teaches or advocates 
the overthrow of the Government of the United States by force or 
violence. It also forbids payment for training services to any indi- 
vidual with respect to whom determination has been made in a proper 
manner by a proper Government authority that there exists a reason- 
able doubt of his loyalty to the United States. 


REVIEW BY COMMISSION OF PROGRAMS OF TRAINING THROUGH NON- 
GOVERNMENT FACILITIES 


Section 15 directs the Civil Service Commission to review, as it 
deems necessary, the operations, activities, and related transactions 
of departments in the training of employees at non-Government 
facilities and directs the departments to cooperate and assist in such 
review. When the Commission finds noncompliance with the provi- 
sions of the bill, with the training programs and plans, or with the 
regulations of the Commission, the Commission shall consult with the 
department concerned and then shall certify to the head of such 
department the recommendations of the Commission for overcoming 
that noncompliance. If, aftera reasonable time for placing the recom- 
mendations in effect, the Commission finds that the department still 
is not complying with the bill, the program and plans, or the regula- 
tions, the Commission shall report such noncompliance to the Presi- 
dent for such action as the President deems appropriate. 


COLLECTION OF TRAINING INFORMATION BY COMMISSION 


Section 16 authorizes the United States Civil Service Commission 
to maintain an information service on training programs, plans, and 
methods both in and out of Government and, upon request, to make 
such information available to any department and to the Congress. 


ASSISTANCE BY COMMISSION WITH RESPECT TO TRAINING PROGRAMS 


Section 17 authorizes the Commission, upon request of any depart- 
ment, to provide assistance in the establishment, operation, and main- 
tenance of departmental training programs and plans, to the extent of 
the facilities and personnel of the Commission available for such 
purpose. 

REPORTS 


Section 18 (a) directs each department to submit annually to the 
Civil Service Commission reports on training in Government and 
non-Government facilities. Each report shall contain: 

(1) Information on training expenditures; 

The name, grade, title, and duties of each employee (except 
cooperative education students) who received training in a non- 
Government facility for more than 120 days and the name of the non- 
Government facility in which the training was given; the nature, 
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length, and cost to the Government of such training; and the relation- 
ship of such training to official Government duties; 

(3) The name of each employee who received a contribution or 
award from a private source as authorized by section 19 (a) of the bill; 

(4) A statement of the value of training in non-Government 
facilities; 

(5) Estimates of economies and improved operations resulting from 
training in non-Government facilities; and 

(6) Such other information as the department or the Commission 
deems appropriate. 

It should be observed that paragraph (2) of section 18 (a), discussed 
immediately above (re quiring the inclusion in each annual re port of 
a department to the Civil Service Commission of the name of each 
employee who received training in a non-Government facility for more 
than 120 days, the grade, title, and primary duties of his position, 
and certain other information) does not apply to individuals who are 
students in a cooperative education program—that is, a program in 
which there is a combination of classroom work and practical indus- 
trial experience in an organized program under which the students 
alternate the periods of attendance at college with the periods of em- 
ployment in education, business, or government. In a cooperative 
education program of the type referred to in section 18 (a) (2), the 
employment constitutes a regular, continuing, and essential element 
in the education process and some minimum amount of employment 
and minimum standard of performance are included in these require- 
ments for a degree. Also, in a obtpiannitea education program of 
such type, the work and the field of study must be related. 

Section 18 (b) requires the Civil Service Commission to include in 
its annual reports a statement on employee training which shall 
include: 

(1) A summary of departmental training operations and results; 

(2) A summary of information received by the Commission from 
the departments on training in nongovernmental facilities; and 

(3) Recommendations and other matters that the President or 
the Commission deem appropriate or which may be required by the 
Congress. 

Section 18 (c) requires the Civil Service Commission to submit to 
the President for his approval and for transmittal to the Congress 
certain specified information concerning training in non-Government 
facilities, including the names and other data “with respect to em- 
ployees who received such training for more than 120 days and the 
names of employees who received a contribution or award from a 
private source under section 19 (a). This information may be in- 
cluded in the annual report of the Commission or submitted separately. 


GENERAL 


Section 19 contains general provisions relating to contributions, 
awards, payments, and other matters concerning the training of 
employees. 

Section 19 (a) provides that, to the extent authorized by regulation 
of the President and without regard to the conflict of interest provi- 
sions contained in section 1914 of title 18 of the United States Code, 
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certain types of contributions, awards, and payments may be made 
and accept d. as follows 

1) Contributions and awards incident to training in non-Govern- 
ment facilities may be made to and may be accepted by employees 
as defined in and covered by the bill). 

(2) Payment of travel, subsistence, and other expenses incident to 
attendance at meetings may be made to and accepted by employees 
(as defined m and covered by the bill). 

Such contributions, awards, and payments may be made only by 
organizations determined by the Secretary of the ‘Treasury to be non- 
profit organizations described in section 501 (c) (3) of the Internal 
Revenue Code of 1954 and exempt from taxation under section 501 (a) 
of such code. 

Section 19 (b) provides that, on and after the date of enactment of 
the bill, any appropriation available to any department (as defined 
in and to the extent covered by the bill) for travel expenses also shall 
be available for expenses of attendance at meetings, if these meetings 
are concerned with the functions or activities for which the appro- 
priation is made or will contribute to improved conduct, supervision, 
or management of those functions or activities. 


Section 19 (c) provides that, whenever, under section 19 (a), a con- 
tribution, award, or payment, whether in cash or in kind, is made to 
anv empiovee for travel, sub istence, or othe rexpenses, an appropriate 
reduction shall be made from any payment by the Government to 
that emplover for travel, subsistence. or other expenses incident to 
his trai ine j 1a non-Government facility or incident to his attendance 
a a meeting. This re clue tion sig il be made in accordance with regu 


lations of the Director of the Bureau of the Budget. 
Section 19 (d) forbids the use of the authoritv cranted by the bill 
for the training 


of any employee in a non-Government facility any 
substantial part of the activities of which is (1) carrying on propa- 
pating or intervening in any political campaign on behalf of a candidate 
(including the publishing or distributing of campaign literature or 
other political statements) 


ganda or otherwise attempting to influence legislation or (2) partici- 


Section 19 (e) states that the functions, duties, and responsibilities 
under this bill shall be exercised subject to supervision and control 
by the President and review by the Congress. This provision is also 


1 
‘ 


. : | : ‘ ‘ si sags ‘ sixecice af cartian 9 
discuss dd above In connection with the analysis of section 


TRANSITION FROM EXISTING TRAINING PROGRAMS 
To permit orderly transition from existing training programs, 
section 20 provides that training under any program in effect imme- 
diately prior to enactment of the bill may be initiated, continued, 


and completed within a specified time limit. Generally, this time 
limit will be less than nine months. 


REPEAL AND AMENDMENT OF EXISTING EMPLOYEE TRAINING LAWS 


Section 21 specifically repeals a number of provisions of law now 
authorizing training of employees of eight different departments, 
agencies, or bureaus, as folllows: (1) Atomic Energy Commission, 
(2) Central Intelligence Agency, (3) Civil Aeronautics Adminis- 
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tration, (4) Federal Maritime Board, (5) Maritime Administration, 
(6) National Advisory Committee for Aeronautics, (7) Bureau of 
Public Roads, and (8) Veterans’ Administration. 

(The employee training authority now carried in the appropriation 
acts of six additional organizations will no ee require annual 
renewals. These agencies are: Civil Aeronautics Board; Department 
of Defense (including the Departments of the Army, the Navy, and 
the Air Force); Food and Drug Administration of the Department of 
Health, Education, and Welfare; Internal Revenue Service of the 
Department of the Treasury; and the Post Office Department). 


EXISTING RIGHTS AND OBLIGATIONS 


section 22 provides for the continuance of training contracts and 

sreements entered into by the Government before the date of 
enactment of the bill or certam other dates specified in section 20 of 
the bill. The section also protects the rights and liabilities of em- 
ployees who are in training, including their seniority, status, pay, 
leave, and other personnel rights 


ABSORPTION OF COSTS WITHIN FUNDS AVAILABLE 


Section 23 directs the Director of the Bureau of the Budget to 
provide by regulation for the absorption from applicable appropria- 
tions or funds, where practicable. ol the costs of tre i line provided 
under the authority of the bill Nothing in section 23 is to be con- 
sidered to require the separation from the service of an employee nor 
the placing of anv employee in a leave-without-pay status. 


CHANGES IN Existine Law 


in compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
passed by the Senate, are shown as follows (existing law proposed to 
omitted is enclosed in black brackets, new matter is printed in 


italic, existing law in which no change is proposed is shown in roman): 


Secrions 307 anp 803 oF THE CiviL, ArRONAUTICS AcT OF 1938, 
AMENDED 


- r 


. ’ T 
) O74 a i 


ac, 3 he Secretary of Commerce is empowered and 
directed to make plans for such orderly development and location 
of landing areas, airways, and all other aids and facilities for air 


navigation, as will best meet the needs of, and serve the interest of 
, 


safety in, civil aviation. 

(b) The Secretary of Commerce is empowered to detail annually 
employees of the Civil Aeronautics Administration engaged in tech- 
nical or professional duties for training at Government expense, either 

t civilian or other institutions not operated »3 the Secretary of 
Commerce. Such courses of instructions shall include, but not be 


ited to, nerodvnamics, engineering mechanics, * ahteeadl design and 
construction, and related subjects dealing with the scientific problems 
f aeronauti such as advanced engineering techniques and practices, 
. 1 _ 5 + 47 : 
training in celestial navigation, advanced flight and flight test methods 
and procedures, application of medical and legal science to problems 








28 TRAINING PROGRAMS FOR GOVERNMENT EMPLOYEES 


of aviation, and the use of radio in aviation. There is hereby author- 
ized to be appropriated such sums, not to exceed $50,000 for any fiscal 
year, as may be necessary to carry out the provisions of this sub- 
section. ] 

The Secretary of Commerce is empowered to conduct a school 
or schools for the purpose of training employees of the Civil Aero- 
nautics Administration in those subjects necessary for the proper 
administration of the aircraft, airmen, and air operation safety 
standards authorized under this Act. 

* * * * XK * * 


Sec. 803. In order to promote safety and efficiency in air navigation 
to the highest possible degree, the Chief of the Weather Bureau, under 
the direction of the Secretary of Commerce, shall, in addition to any 
other functions or duties pertaining to weather information for other 
purposes, (1) make such observations, measurements, investigations, 
and studies of atmospheric phenomena, and establish such meteorologi- 
cal offices and stations, as are necessary or best suited for ascertaining, 
in advance, information concerning probable weather conditions; (2) 
furnish such reports, forecasts, warnings, and advices to the Adminis- 
trator, and to such persons engaged in civil aeronautics as may be 
designated by the Administrator, and to such other persons as the 
Chief of the Weather Bureau may determine, and such reports shall 
be made in such manner and with such frequency as will best result in 
safety in and in facilitating air navigation; (3) cooperate with persons 
engaged in air commerce, or e mployees thereof, in meteorological serv- 
ice, establish and maintain reciprocal arrangements under which this 
provision is to be carried out and collect and disseminate weather 
reports available from aircraft in flight; (4) establish and coordinate 
the international exchanges of meteorological information required for 
the safety and efficiency of air navigation; (5) participate in the 
development of an international basic meteorological reporting net- 
work, including the establishment, operation, and maintenance of 
reporting stations on the high seas, in polar regions, and in foreign 
countries in cooperation with other governmental agencies of the 
United States and the meteorological services of foreign countries and 
with persons engage ‘d in air commerce; (6) coordinate meteorological 
requirements in the United States in order to maintain standard 
observations, promote efficient use of facilities and avoid duplication 
of services unless such duplication tends to promote the safety and 
efficiency of air navigation; (7) and promote and develop meteorologi- 
cal science and foster and support research projects in meteorology 
through the utilization of private and governmental research facilities 
and provide for the publication of the results of such research projects 
unless such publication would be contrary to the public interest[[; and 
(8) detail annually, within the limits of available appropriations made 
by Congress, members of the Weather Bureau personnel for training 
at Government expense, either at civilian institutions or otherwise, in 
advanced methods of meteorological science: Provided, That no such 
member shall lose his individual status of seniority rating in the 
Bureau merely by reason of absence due to such training. 
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Tue Last SENTENCE OF SECTION 201 (e) oF THE MERCHANT MARINE 
Act or 1936 


[The Commission, under such rules and regulations as it may pre- 
scribe, may detail annually not to exceed five members of the personnel 
of the Commission for engineering, technical, or other scientific educa- 
tion and training at Government expense at institutions for scientific 
education and research, to enable such persons to acquire advanced 
and specialized knowledge or training of particular advantage to the 
Commission in carrying out its funetions under this Act.] 


Section 16 or tHE Derense Hicuway Act or 1941 


[Sec. 16. Detail of Employees as Students.—During any fiscal 
year the Commissioner of Public Roads is hereby authorized, in his 
discretion, to detail not to exceed ten of the regularly employed per- 
sonnel of the Public Roads Administration as students for limited 
periods at such technical institutions as will enable such personnel to 
acquire special knowledge which will better fit them for the lines of 
work to which they are assigned: Provided, That no expense other 
than the salaries of pe sonnel so detailed and the cost of tuition and 


other regular fees required at such institutions shall be incurred by the 
United States under this section.] 


Pusiic Law 472—SI1st CoNnGREsS 


[AN ACT To promote the national defense and to contribute to more effective 
aeronautical research by authorizing professional personnel of the National 
Advisory Committee for Aeronautics to attend accredited graduate schools for 
research and study 


[Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the National 
Advisory Committee for Aeronautics (hereinafter referred to as the 
NACA) is authorized to grant to any professional employees of demon- 
strated ability, who has served not less than one year in the NACA, 

1 leave or leaves of absence from his regularly designated duties for 
the purpose of allowing such employee to carry on eraduate study or 
research in institutions of learning accredited as such by the laws of 
any State. 

(Src. 2. Leaves of absence may be granted under authority of this 
Act only for such graduate research or study as will contribute 
materially to the more effective functioning of the NACA. 

[Sec. 3. Leave or leaves of absence which may be granted to any 
employee under authority of this Act shall not exceed a total of one 
vear. 

Sec. 4. Tuition and other incidental academic expenses shall be 
borne by the employee. 

[Src. 5. Any leave of absence granted under the provisions of this 
Act shall be without loss of salary or compensation to the employee 
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and shall not be deducted from any leave of absence with pay author- 
ized by any other law. Any such employee shall make a definite 
statement, in writing, that he will return to and, unless involuntarily 
separated, will remain in the service of the NACA for a period of 
six months if the period for — h he is granted such leave of absence 
does not exceed twelve weeks, or for a period of one year if the period 
of leave exceeds twelve eetin: Any employee who does not fulfill 
any such commitment shall be required to reimburse the Government 
for the : amount of leave granted under this Act. 

[Sec. 6. The total of the sums expended pursuant to this Act, in- 
cluding all sums expended for the payment of salaries or compensation 
to employees on leave, shall not exceed $50,000 in any fiscal year.] 


SECTION 33 OF THE WorLD War VETERANS Act, 1924 


Sec. 33. The director, in his discretion, may provide courses of in- 
struction for the professional personnel of the bureau and may detail 
employees to attend the same[[, and may detail not more than 2 per 
centum of such professional personnel to attend professional courses 
conducted by other than bureau agencies, and such employees in 
addition to their salaries shall be entitled to the payment of expenses 
incident to such detail, including transportation: Provided, however, 
That travel or instruction outside the continental limits of the United 
States shall not be authorized under this section]. 


First SENTENCE OF SEcTION 9, Part VII, Vererans REGULATION 
NUMBERED 1 (a) 


The Administrator shall have the power to provide courses of 
instruction for personnel and may detail employees to attend the 
same [and may detail any such personnel to attend courses conducted 
by other than Veterans’ Administration agencies, including private 
organizations, and such employees in addition to their salaries shall 
be entitled to the payment of expenses incident to such detail, includ- 
ing transportation and tuition, as the Administrator by rules and 
regulations shall provide]; and also in his discretion, to make, or, 
as by agreement with other agency or institution, cause to be made 
studies, investigations, and reports inquiring into ie rehabilitation 
of disabled persons and the relative abilities, aptitudes, and capacities 
of the several groups of the variously handicapped and as to how their 
potentialities can best be de ‘veloped and their services best utilized 
in gainful and suitable employment, including the rehabilitation 
programs of foreign nations engaged in the present war. 











APPENDIX 


EMPLOYEE TRAINING Bitts INTRODUCED DurinG 85rH CONGRESS 
(OuTSERVICE TRAINING) 


GENERAL COVERAGE 


S. 385 (Johnston and Neuberger) (administration bill), Committee 
on Post Office and Civil Service. 

H. R. 6001 (Rees), Committee on Post Office and Civil Service. 

H. R. 1989 (St. George), Committee on Post Office and Civil 
Service. 

S. 2991 (Smith), Committee on Post Office and Civil Service. 


SPECIAL COVERAGE 


S. 3034 (Murray), for Interior Department, Committee on Interior 
and Insular Affairs. 

S. 3140 (McClellan), for General Services Administration, Com- 
mittee on Government Operations. 

S. 3318 (Green and Wiley), for Mutual Security Administration, 
Committee on Foreign Affairs. 

H. R. 12181 (Morgan) (identical with S. 3318), for Mutual Security 
Administration, Committee on Foreign Affairs. 

S. 3609 (Johnson), for National Aeronautics and Space Agency, 
Special Committee on Space and Astronautics. 

H. R. 11881 (McCormack), for National Aeronautics and Space 
Agency, Select Committee on Astronautics and Space Exploration. 

H. R. 12575 (McCormack), for National Aeronautics and Space 
Agency, Select Committee on Astronautics and Space Exploration. 

S. 2020 (Hill), for Railroad Retirement Board, Committee on Labor 

oul Public Affairs. 

H. R. 7166 (Harris), for Railroad Retirement Board, Committee 
on Interstate and Foreign Commerce. 

H. R. 6247 (Harris), for Department of Commerce, Committee on 
Interstate and Foreign Commerce. 

H. R. 11257 (Harris), for National Science Foundation, Committee 
on Interstate and Foreign Commerce. 
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85TH CoNnGRESS } HOUSE OF REPRESENTATIVES REPORT 
2d Session No. 1952 


EXTENDING FOR AN ADDITIONAL 3-YEAR PERIOD THE 
HOSPITAL SURVEY AND CONSTRUCTION ACT 


JUNE 24, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Witurams of Mississippi, from the Committee on nd 
Foreign Commerce, submitted the follo May ICHIGAN 


a mr ny 


REPORT - JUL3 id00 


[To accompany H. R. 12628] 


MAIN 
REANING ROOM 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 12628) to amend title VI of the Public Health 
Service Act to extend for an additional 3-year period the Hospital 
Survey and Construction Act, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE LEGISLATION 


The sole purpose of the proposed legislation is to extend for a 
period of 3 years, without any modification, the present hospital 
construction program which otherwise would expire June 30, 1959. 
Under such extension there would be authorized for an additional 
period of 3 years appropriations totaling $211.2 million annually, of 
which $150 million is authorized under part C (the old part of the 

rogram) ; $60 million under part G (the four new categories authorized 
in 1954); and $1.2 million for studies, demonstrations, and research 
project grants. 

The legislation has the support of the departments and agencies of 
the Federal Government and of the interested organizations. 


COMMITTEE HEARINGS 


The Subcommittee on Health and Science held hearings on May 5, 
6, 7, and 8, 1958, on a number of bills providing for amendments to 
the Hospital Construction Act. In the course of these hearings, the 
committee heard testimony, among others, from the Department of 
Health, Education, and Welfare, the American Hospital Association, 
the American Medical Association, New York State Joint Hospital 

20008 
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Planning Commission, Physicians Forum, Inc., American Municipal 
Association, and the AFL-CIO department of social security. 

The witnesses were unanimous in supporting an extension of the 
Hill-Burton program. Some of the witnesses pleaded for a substan- 
tial increase in the appropriations authorized for this purpose. 

As a result of these hearings, a clean bill! was introduced (H. R. 
12628) providing for a simple 3-year extension of the Hill-Burton 
program. 

In reporting favorably on this legislation, the committee is aware 
that there is need for other amendments to the Hill-Burton program. 
However, the committee felt that it was imperative in order to avoid 
an interruption in the program to provide for an extension of this 
program at this time. Other amendments of the Hospital Construc- 
tion Act involving a number of modifications recommended by the 
Department of Health, Education, and Welfare and the interested 
organizations in the field will be given careful consideration by the 
committee at a later date. 


HISTORY OF PROGRAM 


Federal assistance for the construction of health facilities was first 
provided as part of various public works programs. From 1933 to 
1936 the Federal Government contributed slightly over $100 million 
for the construction of community hospitals. During World War II 
grants and loans totaling about $120 million were made for bospital 
construction in communities having substantial population increases 
due to defense activities. 

In 1946, the Congress, by enacting the Hospital Survey and Con- 
struction Act, established for the first time a systematic nationwide 
hospital construction program, with Federal assistance to States and 
local communities. Growing out of a need to meet the deficiencies in 
hospital construction accumulated during the depression and war 
years, it was designed to assist the States in making available “‘ade- 
quate bospital, clinic, and similar services to all their people.” The 
act provided for— 

1. Grants to States for surveys and comprehensive planning; 
and 

2. Grants to local sponsors, to assist in the construction of pub- 
lic and voluntary nonprofit hospitals, public health centers, and 
related facilities, in accordance with a comprehensive State plan. 

The original authorization for such grants was $75 million annually. 

Funds appropriated annually were required to be allotted among 
the several States on the basis of population and relative per capita 
income of the States. The comparative unmet need for hospital 
facilities in the individual States and Territories was reflected, indi- 
rectly, by the income factor. Priority for construction funds was 
given to hospital service areas with the greatest need, with special 
emphasis on the needs of rural areas. 


1 The hearings were held on H. R. 6833, which provided for a 3-year extension but also included other 
amendments to the Hospital Construction Act, 


Fit 


DEPOSITED oY ; 
UNITED STARRRSIANS Pie HOSPITAL SURVEY AND CONSTRUCTION ACT 3 


Although the allotment of grant funds among the States was 
based on a variable formula, the matching ratio for construction 
grants was uniform for all projects in all States: 1 Federal dollar 
for every 2 State or local dollars. 

Administration of the program was established on a joint Fed- 
eral-State basis with State agencies developing comprehensive plans 
and reviewing all project grant applications before final approval 
by the Surgeon General. An advisory council was established to 
assist the Surgeon General in administering the program, and pro- 
vision was made for similar advisory bodies in the several States. 

The first major amendments to the act were enacted in 1949. The 
annual authorization for construction grants was increased at that 
time to $150 million, and provision was made for variable project 
matching ratios, on the basis of comparative financial need. The 
States were permitted to choose between an intrastate variable match- 
ing formula and a uniform statewide ratio, but the maximum levels 
of any such uniform ratios were governed by the relative per capita 
incomes of the States. The Federal grant ratios ranged from one- 
third to two-thirds of construction costs. 

In 1954 the Congress further amended the act by adding to the 
general construction grant authorization, contained in part C of 
the act, a new part G. This new part G authorized four additional 
categorical grants: $20 million annually for chronic disease hospitals, 
$10 million for medically supervised nursing homes, $20 million for 
diagnostic or treatment centers, and $10 million for rehabilitation 
centers. As a further incentive to the construction of facilities in 
these four categories, the Federal matching provisions for such 
projects were made somewhat more liberal than those for part C 
facilities. Thus any State, regardless of per capita income, may 
elect a uniform 50-50 matching ratio for grants for facilities in these 
four categories. 

PROGRAM ACCOMPLISHMENTS 


As of December 31, 1957, a total of 3,725 projects had been ap- 
proved. These represented a total of 156,658 hospital beds, 4,542 
nursing home beds, 734 public health centers, 153 diagnostic or treat- 
ment centers, and 66 rehabilitation facilities. 

Of the approved hospital beds, 110,987 had been completely con- 
structed, 35,223 were under construction, and 10,448 had been 
initially approved. 

The total funds authorized for all categories under the Hill-Burton 
Act at the present time are $211.2 million, of which $150 million are 
authorized for part C (the old part of the program); $60 million for 
part G (the four new categories of the program enacted in 1954); and 
$1.2 million for studies, demonstrations, and research project grants. 

The proposed 3-year extension would leave unchanged the present 
ceilings for the appropriation of funds. 
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The following table sets forth the amounts actually requested and 
appropriated annually for the Hill-Burton program for the fiscal 
years 1948 to 1959: 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, PusLic HEALTH SERVICE, 
Bureau oF Mepicat Services, Diviston or HospiraAL AND MEDICAL 
FACILITIES 


Funds requested in the budget and appropriated under “Grants for hospital 
construction, PHS” 


Fiscal year | Amount Amount | Fiseal year | Amount Amount 
} requested appropriated requested | appropriated 
| 
1948__ | $50, 000, 000 $75, 000, 000 1957: 
1949. __ ._| 75,000, 000 75, 000, 000 || Part C__- $88, 800,000 | $102, 800, 000 
1960. ..- ..| 75,000,000 | 1 150,000,000 |! Part G_. | 40,000, 000 21, 000, 000 
nies ok ! | 150, 000, 000 2 85, 000, 000 Research _ _- 1, 200, 000 1, 200, 000 
oe --| 75,000, 000 82, 500, 000 || 1958: 
1953 _ - - | 75,000, 000 75, 000, 000 Part C_- 90, 000, 000 | 99, 000, 000 
1954... | 60,000, 000 65, 000, 000 Part G_- | 30,000, 000 | 21, 000, 000 
1955: Research | 1, 200, 000 | 1, 200, 000 
Part C | 375,000, 000 75, 000, 000 1959: | | 
Part G_ 435, 000, 000 21, 000, 000 Part C_.. 99, 000, 000 | 
1956: Part G 21, 000, 000 
Part C... 65, 000, 000 88, 800, 000 Research 1, 200, 000 | 
Part G 60, 000, 000 21, 000, 000 | 
Research | 0 1, 200, 000 } 


‘| Includes $75,000,000 supplemental pursuant to Public Law 380, 81st Cong. 

* The 82d Cong. appropriated $150,000,000. Under sec. 1214 of the General Appropriation Act, 1951, 
this amount was reduced to $75,000,000. Subsequently a supplemental in the amount of $10,000,000 was 
approved. 

3 Includes $25,000,000 supplemental. 

* Amount presented as a separate supplemental 


Of the nursing home beds approved, 740 had been completely con- 
structed, 3,115 were under construction, and 687 had been initially 
approved. 

The total of all projects approved as of December 31, 1957, repre- 
sented an aggregate construction cost of slightly more than $3 — 
of which approximately $958 million was the Federal share and ¢ 
little over $2 billion was the non-Federal contribution. 

Of the 161,200 beds for inpatient care approved for Hill-Burton 
aid as of December 31, 1957, 48 percent (77,056 beds) are publicly 
owned, and 52 percent (84,144 beds) are owned by voluntary non- 
profit associations. 

In conformity with the statutory priority assigned to hospitals 
serving rural communities and areas with relatively small financial 
resources, the majority of new projects are in small communities; the 
greater number of hospital additions are in communities of medium 
size. 

Of the projec ts for new general hospitals approved as of December 
31, 1957, 57 percent were for communities having a population under 
5,000; 35 percent for communities of populations from 5,000 up to 
50,000; and 8 percent for communities of 50,000 or greater population. 

The ‘emphasis on rural and other bed shortage areas has not been 
so rigid, however, as to exclude assistance to other ty pes of hospitals 
which have a health significance not measurable alone by bed ratios. 
For example, construction grants have been provided for teaching 
facilities at university medical centers in more than half of the States, 
in addition to many other teaching hospitals with medical se -hool 
affiliations. By December 31, 1957, 83 projects had been approved in 
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connection with universities and medical schools, with an estimated 
Federal share of $42 million. A similar Federal share had been 
approved for 125 other teaching hospitals with medical school affilia- 
tions. In the aggregate, about 9 percent of the total Federal funds 
in the Hill-Burton program has been applied to projects where medi- 
cal teaching is conducted. Expanded facilities for nurses’ traming 
have been included in 182 projects, with Federal assistance amounting 
to $131 million. 


In addition to these quantitative results, the program has produced 
other important results: 


1. Continuous stateurde planning 


Until the advent of the program, construction of hospitals had 
proceeded at random, with no broad guidance as to quantity, quality, 
or distribution of facilities. The scope and intensity of such large- 
scale planning have varied somewhat with the size and resources of 
the individual States, but the planning concept is now well established 
and has aided in minimizing duplication of facilities and improving 
their distribution within a State. 


Standards of quantity 


Systematic planning demanded the use of standards. Standards of 
quantity became essential in order to determine what is adequate. 
The standards set up were somewhat empirical, according to the best 
judgment and experience of the time, and have undergone continuing 
study for refinement. However, important gains in hospital planning 
have resulted from the general use of these standards. 


3. Design standards 


Much ground has been gained in improving the understanding and 
the utilization of standards of design. Minimum requirements for a 
safe and efficient structure are simply good business, both for the com- 
munity and for the Federal interest. The influence of these standards 
has extended far beyond the Hill-Burton projects to which they have 
directly applied. Many foreign countries have, in fact, employed or 
—— these standards in their own construction programs. 

Standards of operation 

Prior to the program, only 12 States had licensing laws, while in 
other States such laws and regulations were either nonexistent or very 
inadequate. The Hill-Burton requirement that States have regula- 
tions for the maintenance and operation of Hill-Burton hospitals 
stimulated many States to adopt licensure laws. Today all States 
have licensing laws for nursing homes and all but four for all general 


hospitals,not merely confining their statutes to the regulation of Hill- 
Burton hospitals. 


Distribution of physicians 


In addition to the effects of the program on medical-care facilities 
as such, an important corollary contribution has been made to im- 
proved distribution of professional personnel. The construction of 
new hospitals in rural areas has attracted many physicians to practice 
in such areas. It has also induced many nurses and other professional 
and technical personnel, who had dropped out of active practice, to 
return to service in these new hospitals. 
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REMAINING NEEDS FOR FACILITIES 


Despite these program accomplishments and the additional hos- 
pital and related facilities provided outside this program, a large 
residue of need remains. ‘This is due to three dominant factors: 
(1) Unprecedented population growth since World War II, (2) obso- 
lescence of existing facilities, and (3) increasing demands for hos- 
pital and related medical care as hospitalization and other health 
insurance covers an ever-growing percentage of our population. Since 
1948, the net national gain in acceptable beds, including all hospital 
categories and all types of ownership, has been little more than a 
half bed per thousand population. 

Several methods can be used in defining the need for additional 
hospital and nursing home beds. Each method has merit and each 
has its limitations. Regardless of which method is used, the unmet 
need is such that the present level of construction, including Hill- 
shee aid, is insufficient. A description of three methods is given 
velow: 


Approach 1—Bed and facility needs based on present effective demand 
as reported by State agencies 

State agencies report that if unlimited Federal funds were available 
in 1959 and 1960, 1,524 hospital projects using $794 million in Federal 
funds, and 695 diagnostic and treatment centers, rehabilitation 
centers, nursing homes, and chronic disease hospitals, using $149 
million, could be approved. The estimated total cost of constructing 
these projects is $2.3 billion, and the estimate of total Federal funds is 
$943 million. 

Experience has demonstrated that these estimates are quite realis- 
tic. Projects included in earlier State need estimates have been 
constructed under the program as rapidly as funds have become 
available. 


Approach 2—Bed and facility needs during next 10 years for population 
increases, replacement of obsolete facilities, and modernization of 
existing facilities 

Over $10 billion would need to be expended for hospital and medical 
facilities construction during the next 10 vears to take care of popu- 
lation increases (based on present rates of utilization), replacement of 
obsolete facilities, and the modernization and major repair of existing 
facilities. This is quite aside from the funds required to make inroads 
into the wide gap which now exists between beds and facilities needed 
and those available. 

The need for the expenditure of over $10 billion in the next decade 
should be contrasted with the fact that, for the past 5 years, an 
average of about $650 million (including funds appropriated for the 
Hill-Burton program) has been expe .nded each year for the construc- 
tion, modernization, and replacement of non-Federal hospitals and 
medical facilities in this country. 
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Approach 3—Additional beds needed as reported in State plans 


Plans submitted by State agencies under the Hill-Burton program 
show the following needs for additional hospital and nursing home 


beds: 


Number of 
beds 
Gomornt. 8 go Pe ee ee een ee anaes 185, 776 
TCE i ii his win HA eae dea wk aha bese 400, 719 
Cliftnie dietase oo oe a eb eS 264, 656 
Tulerenloeleccleosi cull ce elu eel pies Jalsgecsl Lesabs 37, 323 
WNureilie Nidess. — ad st sce hissbhiucga. de ateewpelatnne weds cameeee 322, 667 
PORN wo <n w bvcdiwactinuduceeeuaueuaes Doe aeeeeene 1, 211, 141 


Needs for other types of facilities, such as clinics and public health 
centers, do not lend themselves to such quantitative measures as bed 
ratios, but the estimates of aggregate need included in the various 
State plans clearly indicate a cabelamtl volume of unmet need. 

There is a substantial volume of remaining need for all types of 
facilities, except for tuberculosis hospitals. This applies to general 
hospital beds, even though the greatest gains since 1948 have been 
made in this category. There are still 2.5 million people residing in 
areas with no acceptable general hospital beds and another 25 million 
people in areas with less than 2 acceptable beds per 1,000 population. 

The greatest remaining need, and the one that is increasing most 
rapidly, is for long-term-care facilities, including both nursing homes 
and chronic-disease hospital facilities. Since 1948 the total number 
of acceptable chronic-disease beds has increased from 28,000 to 44,000, 
but this produces a ratio of only 0.27 beds per 1,000 population, leaving 
an unmet need, according to State-plan estimates, of nearly 265,000 
beds. Since the 1954 amendments the Hill-Burton program has aided 
in the construction of nearly 100 nursing-home projects, providing 
some 4,500 beds, but the State plans show an aggregate of about 
323,000 additional nursing-home beds needed. 

Even though discharges from mental hospitals in recent years have 
equaled admissions, the volume of mental beds constructed has been 
insufficient to keep pace with increases in population and accumulated 
obsolescence, and a substantial amount of overcrowding has been de- 
veloped during the last decade. Recent increases in turnover rates 
have not reduced this overcrowding. Currently only 55 percent of the 
estimated need for mental beds has been met. The number of accept- 
able mental beds has increased by only 16 percent in the past 10 years, 
from 380,000 to 442,000 beds. Methods of treating the mentally ill 
have developed rapidly enough to suggest the desirability of con- 
structing specially designed facilities integrated more closely with 
existing community health and welfare agencies. 

The only category of facilities for which the remaining need is not 
substantial is tuberculosis hospitals. In the last decade the number 
of acceptable tuberculosis beds has increased by 9,000, from 71,000 
to 80,000 beds, or a 12-percent gain. Rapid advances in the treat- 
ment of tuberculosis have reduced the need for tuberculosis beds by 
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shortening the length of stay in such hospitals. Waiting lists are 
disappearing in many areas, although there are still some communi- 
ties in which there are an inadequate number of acceptable tuberculosis 
beds to treat active tuberculosis cases. 


FEDERAL CONTRIBUTIONS TO PROGRAM 


Since the beginning of the program, in 1948, the total dollar volume 
of non-Federal hospital construction outside of the program has been, 
roughly, twice the total cost of construction aided by Hill-Burton 
grants. Furthermore, the Federal share of the total cost of Hill- 
Burton projects has averaged a little less than one-third for the 
Nation as a whole. In other words, the Federal dollars spent to aid 
in the construction of State and community hospitals have represented 
only about 10 percent of the total cost of such non-Federal construc- 
tion throughout the country. 

It is safe to predict that the great preponderance of construction 
dollars required to meet our remaining needs will come from State and 
community sources. The principal question from the Federal stand- 
point, therefore, is how best to invest limited amounts of Federal aid 
so as to provide the greatest stimulus and the most effective leadership 
within the context of the program as a whole. 

The comments from the Departments and Agencies are as follows: 


DeparRTMENT OF Heattu, EpucaTIoN, AND WELFARE, 
Washington, May 5, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMan: This letter is in response to your request of 
April 16, 1957, for a report of H. R. 6833, a bill to authorize loans for 
the construction of hospitals and other facuities under title VI of the 
Public Health Service Act, and for other purposes. We also include 
our report on H. R. 1979, H. R. 6329, H. R. 7575, H. R. 7741, since 
all of these bills would either authorize direct loans for hospital and 
related construction or extend the Hill-Burton program, or do both. 

H. R. 6833 would (1) extend to July 1, 1962, the authorizations in 
the Hill-Burton Act for appropriations for construction and (2) au- 
thorize the Surgeon General of the Public Health Service up to July 
1, 1962, to make loans for construction under the same conditions as 
specified for grants in the Hill-Burton Act, except that loans would 
be made directly to the applicant. The same Federal appropriations 
and the same State allotments would cover grants and any loans. 
The loan would have a maximum life of 25 years, but could be repaid 
earlier. The interest rate would be one-quarter of 1 percent a year 
added to the annual rate, as determined by the Treasury for each 
calendar quarter, on certain marketable obligations of the United 
States. 

H. R. 6329 and H. R. 7575 are similar to H. R. 6833 in that they 
both would authorize direct loans for hospital and medical facility 
construction, tying the loans into the State plan and construction 
project requirements that now apply to the Hill-Burton construction 
grants. H.R. 7575 would also extend the Hill-Burton program until 
July 1, 1962. 
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H. R. 1979 would authorize a program of loans for construction of 
nonprofit hospitals only, to be administered by the Secretary of Health, 
Education, and Welfare. In lieu of coordinating this loan program 
with the grant program under the Hill-Burton Act, H. R. 1979 looks 
toward a direct Federal-local relationship. 

H. R. 7741 would extend for 3 years, that is, to July 1, 1962, the 
authorizations for appropriations for all categories of construction 
under the Hill-Burton Act. It would not otherwise change the present 
program. 

Although it is not explicit on the fact of these loan bills, we under- 
stand that their purpose is to accommodate certain denominational 
groups which have difficulty in raising the entire amount of funds 
needed for construction, but still have conscientious objections to 
accepting even a share of the costs as an outright Federal grant. 
We have considerable sympathy with the position taken by these 
groups. Although there is now an option, under existing law, of 
simply repaying the Federal grant, we would be inclined to raise no 
objection to a loan program designed to offer a reasonable alternative 
to those applicants who conscientiously object to the outright grant 
and would prefer to undertake an obligation to repay. Nevertheless, 
even for this limited purpose, we believe that such an alternative, 
if cast in the form of a loan program, should in fact provide for the 
making of bona fide loans conditioned upon ability to repay, and should 
also make specific provision for enforcement procedures in case of 
default. 

If the committee should conclude that it would be desirable to write 
elective loan provisions into the present grant program in order to 
take care of the objectives of the sponsors of these bills, we believe 
that H. R. 6833 would, with suitable modifications provide the best 
vehicle for the purpose. Staff of this department will be made avail- 
able for the assistance of your committee should it wish to consider 
such modifications in more detail. 

There are certain specific objections to H. R. 1979. In the absence of 
any provision for integration of the proposed loans into the Hill- 
Burton program, there is no assurance that Federal loans would be 
confined to those areas where the State hospital survey and construc- 
tion authority has, following statewide surveys, found a need for 
facilities. Nor does H. R. 1979 require compliance with Federal 
construction standards or with any State standards on maintenance 
and operation. 

With respect to the 3-year extension of the Hill-Burton program 
proposed in H. R. 6833, H. R. 7575, and H. R. 7741, we are agreed that 
extension is highly desirable. This Department has made a careful 
appraisal of the Hill-Burton program and is now approaching final 
formulation of recommendations for changes, including a recommen- 
dation for extension of the program. We hope to submit the adminis- 
tration’s proposals to your committee at an early date. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Exuiot L. RicHarpDson, 
Acting Secretary. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., May 6, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce 
House of Representatives, 
New House Office Building, Washington, D. C. 

My Dear Mr. CuatrMan: This is in reply to your letter of April 16, 
1957, inviting the Bureau of the Budget to comment on H. R. 6833, 
to authorize loans for the construction of hospitals and other facilities 
under title VI of the Public Health Service Act, and for other purposes. 
Also included are our views on H. R. 1979, H. R. 6329, H. R. 7575, 
and H. R. 7741, since all of these bills would either authorize direct 
loans for hospital and related construction or extend the Hill-Burton 
hospital construction program, or both. 

Four of these bills, H. R. 6833, H. R. 6329, H. R. 7575, and H. R. 
1979, would authorize a program of loans. Im addition, H. R. 7575 
and H. R. 6833 would extend the program for 3 years. 

It is our understanding that the purpose of these bills authorizing 
loans is to accommodate certain groups which have no difficulty in 
raising matching funds needed for construction, but have conscientious 
objections to accepting a portion of the cost of construction as an 
outright Federal grant. 

This office would have no objection to loans under the Hill-Burton 
program provided such loans are conditioned upon ability to repay, 
make specific provision for enforcement procedures in case of default, 
and are made at sufficient rates of interest to cover the full cost to the 
Government of providing the financing including losses and admin- 
istrative cost. 

H. R. 6833, if amended to incorporate the above recommendations, 
is the most suitable for a loan program. This bill specifies that the 
same Federal appropriations would cover both grants and loans, 
loans would be charged to the applicable State allotment under the 
law, and further provides for repayment in not to exceed 25 years. 

H. R. 6833, H. R. 7575, and H. R. 7741 propose a 3-year extension 
of the Hill-Burton program. The Department of Health, Education, 
and Welfare is now formulating recommendations for extension of 
the program and will submit the administration’s proposals to the 
Congress at an early date. 

Sincerely yours, 


Puitur 8S. Hueues, 
Acting Assistant Director for Legislative Reference. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SECTIONS 621 AND 651 OF THE PUBLIC HEALTH 


SERVICE ACT 
TITLE VI—CONSTRUCTION OF HOSPITALS 
* * * * . * * 


Part C—ConstructTIion oF HospiTaALs AND RELATED FAcILities 


AUTHORIZATION OF APPROPRIATIONS 


Sec. 621. In order to assist the States in carrying out the purposes 
of section 601 (b) there is hereby authorized to be appropriated for 
the fiscal year ending June 30, 1950, and for each of the [nine] 
twelve succeeding fiscal years, the sum of $150,000,000 for the con- 
struction of public and other nonprofit hospitals; and there are further 
authorized to be appropriated for such construction the sums provided 
in section 624. The sums appropriated pursuant to this section 
shall be used for making payments to States which have submitted, 
and had approved by the Surgeon General, State plans for carrying 
out the purposes of section 601 (b); and for making payments to 
political subdivisions of, and public or other nonprofit agencies, in 
such States. 

* x * * * « + 


Part G—Construction oF DiaGnostic or TREATMENT CENTERS, 
Curonic Disease Hospitats, REHABILITATION FACILITIES, AND 
Nursinc Homszs 


AUTHORIZATION OF APPROPRIATION 


Sec. 651. In order to assist the States in carrying out the purposes 
of section 641 (b), there is hereby authorized to be appropriated for 
the fiscal year ending June 30, 1955, and for each of the [four] seven 
succeeding fiscal years— 

(1) $20,000,000 for grants for the construction of public and other 
nonprofit diagnostic or treatment centers; 

(2) $20,000,000 for grants for the construction of public and other 
nonprofit hospitals for the chronically ill and impaired; 

(3) $10,000,000 for grants for the construction of public and other 
nonprofit rehabilitation facilities; and 

(4) $10,000,000 for grants for the construction of public and other 
nonprofit nursing homes. 

O 
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The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 12739) to amend section 1105 (b) of title XI 
(Federal ship mortgage insurance) of the Merchant Marine Act, 1936, 
as amended, to implement the pledge of faith clause having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

This bill, introduced at the request of the Department of Commerce, 
Maritime Administration, would implement the ‘pledge of faith” 
clause of title XI of the Merchant Marine Act, 1936, as amended. 

Under title XI, the Department of Commerce is authorized to 
insure construction loans and mortgages on certain types of cargo and 
passenger carrying vessels. Section 1108 of title XI provides that- 


(d) The faith of the United States is solemnly pledged to 
the payment of interest on and the unpaid balance of the 
principal amount of each mortgage and loan insured under 
this title. 


Section 1105 of title XI (46 U.S. C. 1275) provides that, in the case 
of a default in payment of principal and interest, the instired mort- 
gagee may demand payment by the Secretary of Commerce of the 
unpaid principal and accrued interest. Upon offer of an assignment 
within 30 days from date of demand, the Secretary must promptly pay 
in cash to the mortgagee the amount of the unpaid principal and 
unpaid interest to date of payment. 

Receipts representing premiums for insurance and certain incidental 
fees are deposited in the Federal ship mortage insurance fund (a 
revolving fund for the purpose of carrying out title XI) and, such 
deposits, together with such amounts as may be appropriated or 
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otherwise made available, may be used for the redemption of any 
loans or mortgages in case of default. As the result of the large 
scale ship-replacement program now under way, the ‘outstanding 
balance of insured loans and mortgages at the end of the current year 
is expected to reach $225 million. It is estimated that insured ship 
loans and mortgages under the title will exceed $600 million by the 
end of 1959. 

It will necessarily be several years before the receipts deposited in 
the revolving funds will become substantial. In the absence of 
certainty that the necessary funds to pay accrued unpaid principal 
and interest of a defaulted insured mortgage will be available without 
delay investors in public issues of bonds secured by a Government 
insured ship mortgage do not find such issues attractive except at 
relatively high interest rates. On the other hand, underwriters have 
assured the Maritime Administration and the companies contemplat- 
ing such issues that very low interest rates can be secured if the under- 
writers can assure investors that any default in the insured mortgage 
will at once be made good. Interest as low as the 3% percent Govern- 
ment loan rates under the 1936 act is deemed possible. 

In order to guarantee immediate payment by the Government of its 
obligations, the bill would vest authority in the Secretary of Com- 
merce to borrow from the Secretary ef the Treasury sufficient moneys 
to make the required payments in the event of any default at a time 
when the revolving fund is not sufficient for the purpose. Under this 
plan, the Secretary of the Treasury would loan the Secretary of Com- 
merce the needed funds as a public debt transaction. The loans 
would be subject to such terms and conditions as may be prescribed 
bv the Secretary of Commerce with the approval of the Secretary of 
the Treasury. The notes or other obligations would bear interest at 
a rate determined by the Secretary of the Treasury, taking into con- 
sideration the current average market yield on outstanding market- 
able obligations of the United States of comparable maturities during 
the month preceding the issuance of such notes or other obligations. 
Any such loan with interest thereon would be repaid from the Federal 
ship mortgage insurance fund, which is maintained with premiums 
paid for insurance, incidental fees, receipts from disposition of assets 
acquired under title XI, and any necessary additional appropriations. 

Four large passenger vessels will be delivered in the next few months 
and the arrangements for the insurance of the mortgages on these 
vessels and the public issuance of securities based thereon must be 
promptly made in advance of the delivery of these vessels. | Other- 
wise, the advantage of general public participation and the reduced in- 
terest costs will be lost to the disadvantage of the owners of the new 
vessels and the United States Government as insurer of the mortgages. 

While the record with regard to Government financing and Govern- 
ment guaranteed mortgages for ship construction to carry out the 
policies of the Merchant Marine Act, 1936, has been excellent, there 
is no possible way of ascertaining how much of a reserve might be 
necessary to meet possibilities of defaults. The method proposed by 
this bill, however, would fully implement the “pledge of faith” set 
forth in section 1103 (d) of the act. nt shy 

The bill was prepared by the Maritime Administration with the 
advice and cooperation of the Treasury Department, and it has the 
approval of the Bureau of the Budget. 
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The departmental reports are as follows: 


Tue SECRETARY OF COMMERCE, 
Washington, May 28, 1958. 
Hon. Sam RaysBurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: There are submitted herewith four copies of a 
draft bill to amend section 1105 (b) of title XI of the Merchant 
Marine Act, 1936, as amended, and an explanatory statement of the 
purpose and need for legislation to implement the pledge of faith 
provision of that title. The bill would authorize the Secretary of 
Commerce to borrow funds from the Secretary of the Treasury when 
other funds available under title XI are insufficient to make the 
payments required under the Government guaranty in event of 
default under loans or mortgages insured by the United States under 
title XI. 

The purpose and provisions of the proposed legislation are set forth 
in detail in the attached explanatory statement. The need for this 
legislation is urgent. Prompt action is required in order to secure 
lower interest rates in connection with financing the merchant ship 
replacement program, particularly in the case of high cost passenger 
vessels, and also to lessen the contingent liability of the Government 
under the mortgage insurance program. The permanent mortgage 
financing must be arranged promptly in the case of four large passenger 
vessels which will be delivered within the next few months, in order 
that the interest costs be held as low as possible. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
SINcLAIR WEEKs, 
Secretary of Commerce. 


STATEMENT OF PuRPOSE AND N&Ep FoR Bitt To AMEND SECTION 
1105 (b) or Tirte XI (FepERAL Sure MorrGace INSURANCE) OF 
THE MercHant Marine Act, 1936, Aas AMENDED, TO IMPLEMENT 
THE PLepGE oF FairH CLAUSE 


The Department of Commerce, Maritime Administration, is author- 
ized to insure construction loans and mortgages on certain types of 
| cargo and passenger-carrying vessels and other watercraft (title XI, 

Merchant Marine Act, 1936, as amended; 46 U. S. C. 1271 and ff.). 
Receipts representing premiums for insurance and certain incidental 
| fees are deposited in the Federal ship mortgage insurance fund (a 
| revolving fund for the purpose of carrying out title XI) and, such 
deposits, together with such amounts as may be appropriated or 
otherwise made available, may be used for the redemption of any 
loans or mortgages in case of default (46 U. S. C. 1275). The out- 
standing balance of insured loans and mortgages at the end of the 
current year is expected to reach $225 million and insured ship loans 
and mortgages under the title will exceed $600 million by the end of 
1959. 
Title XI (46 U.S. C. 1272) provides that— 
“(d) The faith of the United States is solemnly pledged to the 
payment of interest on and the unpaid balance of the ‘principal amount 
of each mortgage and loan insured under this title.” 
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Section 1105 of title XI (46 U.S. C. 1275) provides that in the case 
of a default in payment of principal and interest, the insured mortgagee 
may. demand payment by the Secretary of Commerce of the unpaid 
principal and accrued interest. Upon offer of an assignment within 
30 days from date of demand, the Secretary must promptly pay in 
cash the mortgagee the amount of the unpaid principal and unpaid 
interest to date of payment. 

There has been one default under an insured mortgage. Inasmuch 
as there were not sufficient available moneys in the fund promptly 
to pay upon demand the Government obligation under the title, the 
Congress in the Second Supplemental Appropriation Act, 1958 (Public 
Law 85-352, 85th Cong.), made $10 million from the vessel operations 
revolving fund of the Maritime Administration available for the pur- 
pose of meeting the obligations under title XI in respect of any default 
(46 U.S. C. 1241a) 

The Government guaranty under title XI guarantees payment 
of 100 percent of the principal and interest of construction loans and 
mortgages (which do not exceed 75 percent), and in some cases 87's 
percent of the actual cost of the vessel). Interest rates paid to the 
mortgagee by the mortgagor have been at rates not in excess of 5 per- 
cent (rates up to 6 percent are possible on the basis of certain findings). 
Under current policy, applicants for mortgage insurance generally 
propose an interest rate of 5 percent per annum. Certain applicants 
for insured loans are seeking funds for a replacement program so large 
that funds accumulated in statutory reserve funds of the operators 
are insufficient to carry out entire programs, particularly when the 
companies are faced with requirements for replacement of passenger 
vessels in the near future. The costs of new construction are so large 
and the total of interest payments are correspondingly so large that 
the item of interest becomes critical in progress of the ship-re plac ement 
programs. ‘I'wo companies with passenger ships replacements specif- 
ically propose, as is permitted under title XJ, making a loan to be 
underwritten as a public issue of bonds secured by a Government 
insured ship mortgage. Such a procedure was contemplated by the 
Congress under title X1, which was enacted to enable new ship con- 
struction to be financed through public investment rather than by 
direct Government loans. Underwriters have assured the com- 
panies contemplating such issues and the Maritime Administration 
that the lowest interest rates possibly as low as the 34, percent Gov- 
ernment loan rate under the Merchant Marine Act, 1936) can be 
secured in case of public issue, if the underwriters can point to the 
100 percent Government insurance of the mortgage security which is 
made immediately effective by having on hand or making available 
to the Maritime Administration the necess: ary funds to pay up accrued 
unpaid interest and unpaid principal of a defaulted insured mortgage. 

Thus implemented, the pledge above ree ited would serve its ultimate 
purpose—-that of facilitating private investment under Government 
guarantee, so that interest rates should be very little above that 
earried by long-term Government bonds. Such a saving in interest 
cost would be beneficial both to the United States Government as 
well as the shipping companies. Reduction of costs of financing con- 
struction will be reflected in greater subsidy recapture. All operating- 
differential subsidy contracts contain recapture provision, whereby 
the United States shares equally with the subsidized operator all 
profits arising from subsidized operations in excess of 10 percent of 
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capital necessarily employed in the operations. The decrease in the 
rate of interest would also lessen the contingent liability of the Govern- 
ment for accrued unpaid interest in the case of a default. 

It would be very difficult to establish the amount of the necessary 
reserve to meet possibilities of defaults. Moreover, to establish and 
maintain a cash reserve would mean that the reserve funds would lie 
idle for indefinite periods of time at Government expense. It is 
proposed, therefore, that authority be vested in the Secretary of 
Commerce to borrow from the Secretary of the Treasury sufficient 
moneys to make the required payments in the event of any default. 
Under this plan the Secretary of the Treasury would loan the Secretary 
of Commerce the needed funds as a public-debt transaction. The 
loans would be subject to such terms and conditions as may be 
prescribed by the Secretary of Commerce with the approval of the 
Secretary of the Treasury. The notes or other obligations would bear 
interest at a rate determined by the Secretary of the Treasury, taking 
into consideration the current average market yield on outstanding 
marketable obligations of the United States of comparable maturities 
during the month preceding the issuance of such notes or other obliga- 
tions. Any such loan with interest thereon would be repaid from the 
Federal ship mortgage insurance fund, which is maintained with 
premiums paid for insurance, incidental fees, receipts from disposition 
of assets acquired under title XI, and any necessary additional 
appropriations. 

There is submitted herewith a bill to accomplish this proposal. 

The Department urges prompt consideration of this bill. Four 
large passenger vessels will be delivered in the next few months and 


the arrangements for the insurance of the mortgages on these vessels 
and the public issuance of securities based thereon must be promptly 
made in advance of the delivery of the vessels. Otherwise, the ad- 
vantage of general public participation and the reduced interest costs 
will be lost to the disadvantage of the owners of the new vessels and 
the United States Government as insurer of the mortgages. 


TreAsuRY DerPpARTMENT, 
Washington, June 6, 1958. 
Lion. Herspert C. Bonner, 
Chairman, Committee on Merchant Ma ne and Fisherve s, 
House of Re pre N¢ ntatives, Wash ington, dD. ( . 

My Dear Mr. CuartrmMan: Reference is made to your request for 
the views of this Department on H. R. 12739, to amend section 1105 
(b) of tithe XI (Federal ship mortgage insurance) of the Merchant 
NMiarine Act, 1936, as amended, to implement the pledge of faith 
claus m8 

The proposed legislation would amend section 1105 (b) of the 
Merchant Marine Act, 1936, to authorize the Secretary of Commerce 
to borrow funds from the Secretary of the Treasury to make payments 
on ship mortgage insurance claims if moneys in the Federal ship 
mortgage insurance fund are insufficient to make such payments. 

The Department would have no objection to the proposed legisla- 
tion 
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The Department bas been advised by the Bureau of the Barget 
that there is no objection to the submissicn of this report to your 
committee. 

Very truly yours, 
JuLIAN B. Batrp, 
Acting Secretary of the. Treasury. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., June 9, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries. 
House of Representatives. 

Dear Mr. CHarrmMan: Further reference is made to your letter of 
June 2, 1958, acknowledged on June 8, requesting the comments of 
the General Accounting Office concerning H. R. 12739, 85th Congress, 
2d session, entitled ‘“‘A bill to amend section 1105 (b) of title XI 
(Federal Ship Mortgage Insurance) of the Merchant Marine. Act, 
1936, as amended, to implement the pledge of faith clause.” 

Since it is apparent that the bill is intended to fulfill the Govern- 
ment’s obligations in the event of default and insufficiency of funds 


in the Federal ship mortgage insurance fund, we interpose no objection 
to its enactment. 


Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the — 
of Representatives, changes in existing law made by the bill, 
introduced, are shown as follows (existing law proposed to-be oimiened 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


MercHant Marine Act, 1936 
x * * * k * * 

Sec. 1105 (b) Cash payment 

Any amount required to be paid by the Secretary of Commerce 
pursuant to subsection (a) of this section shall be paid in cash. Jf 
at any time the moneys in the Federal Ship Mortgage Insurance Fund 
authorized by section 1102 of this Act are not sufficient to pay any amount 
the Secretary of Commerce is required to pay by subsection (a) of this 
section, the Secretary of Commerce is authorized to issue to the Secretary 
of the Treasury notes or other obligations in such forms and denomina- 
tions, bearing such maturities, and subject to such terms and conditions 
as may be prescribed by the Secretary of Commerce, with the approval 
of the Secretary of the Treasury. Such notes or other obligations shall 
bear interest at a rate determined by the Secretary of the Treasury, taking 
into consideration the current average market yield on outstanding mar- 
ketable obligations of the United States of comparable maturities during 
the month preceding the issuance of such notes or other obligations. The 
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Secretary of the Treasury is authorized and directed to purchase any notes 
and other obligations to be issued hereunder and for such purpose he is 
authorized to use as a public debt transaction the proceeds from the sale 
of any securities issued under the Second Liberty Bond Act, as amended, 
and the purposes for which securities may be issued under such Act, as 
amended, are extended to include any purchases of such notes and obliga- 
tions. The Secretary of the Treasury may at any time sell any of the 
notes or other obligations acquired by him under this section. All re- 
demptions, purchases, and sales by the Secretary of the Treasury of such 
notes or other obligations shall be treated as public debt transactions of the 
United States. Funds borrowed under this section shall be deposited 
in the Federal Ship Mortgage Insurance Fund and redemptions of such 
notes and obligations shall be made by the Secretary of Commerce from 


such Fund. 
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2d Session No. 1954 


AUTHORIZING LOANS IN LIEU OF GRANTS FOR THE CONSTRUC- 
TION OF HOSPITALS AND OTHER FACILITIES UNDER TITLE VI 
OF THE PUBLIC HEALTH SERVICE ACT 


Jong 24, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Wriurams of Mississippi, from the Committee on Interst. 4 ppd 


Foreign Commerce, submitted the follow fh} A HIGAN 


REPORT JUL 3 iSe 


[To accompany H. R. 12694] MAIN 
PLANING ROOM 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 12694) to authorize loans for the construc- 
tion of hospitals and other facilities under title VI of the Public 
Health Service Act, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF LEGISLATION 


The purpose of this legislation is to authorize loans for the con- 
struction of hospitals and other facilities under the Hill-Burton 
program in accordance with the same procedures and subject to the 
same limitations and conditions as would be applicable to the making 
of grants under this program. The enactment of this legislation 
would enable religious organizations which have conscientious objec- 
tions to accepting grants from the Federal Government for the 
construction of hospitals to secure loans for such purpose if they 
would otherwise qualify for grants. 

The proposed legislation would not raise appropriations ceilings 
provided for in the present law for the hospital construction program. 
On the other hand, the proposed legislation should not be considered 
as pointing the way toward substituting generally a loan program for 
the present grant program. On the contrary, in separate legislation 
(H. R. 12628), the committee acted favorably on a 3-year extension 
of the present grant program. 

Loans would be made for periods up to 40 years and would bear 
interest at a rate arrived at by adding one-quarter of one percent 

20006 
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per annum to the rate which the Secretary of the Treasury deter- 
mines to be’ equal to the current average yield on all outstanding 
marketable obligations of the United States, adjusted to the nearest 
one-eighth of 1 percent. 


COMMITTEE HEARINGS 


The commitice held hearings on the proposed legislation on May 5 
6, 7, and 8, in the course of which testimony was received on behalf 
of the Baptist hospitals urging adoption of this legislation. It was 
testified that this legislation would make available to Baptists and 
other groups which have taken a similar position, long-term loans 
which would enable these groups to make added contributions to the 
health of the Nation by expanding existing facilities and constructing 
new facilities, 

The Department of Health, Education, and Welfare strongly advo- 
cated in its testimony that any loans designed to meet these situations 
should come out of the regular Hill-Burton allotments to each State 
and that no new type of Hill-Burton assistance should be provided. 
The bill reported by this committee follows the recommendations of 
the Department in this respect. 

In its report on this legislation! the Department of Health, Educa- 
tion, and Welfare stated as follows: 


* * * We have considerable sympathy with the position 
taken by these groups. Although there is now an option, 
under existing law, of simply repaying the Federal grant, we 
would be inclined to raise no objection to a loan program 
designed to offer a reasonable alternative to those applicants 
who conscientiously object to the outright grant and would 
prefer to undertake an obligation to repay. Nevertheless, 
even for this limited purpose, we believe that such an alterna- 
tive, if cast in the form of a loan program, should in fact 
provide for the making of bona fide loans conditioned upon 
ability to repay, and should also make specific provision for 
enforcement procedures in case of default. 


The committee felt and it is so provided in this legislation that 
considerable leeway should be left to the Surgeon General to establish 
the terms, conditions, and covenants relating to the repayment of 
principal, the payment of interest, and other matters, and that all of 
these matters should be stipulated by agreement between the applicant 
and the Surgeon General. 

The comments of departments and agencies are as follows: 


DEPARTMENT OF Heattu, EpvcaTION, AND WELFARE, 
Washington, May 5, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMan: This letter is in response to your request 
of April 16, 1957, for a report of H. R. 6833, a bill to authorize loans 
for the construction of hos pitals and other facilities under title VI 
of the Public Health Service Act, and for other purposes. We also 


1See below. The report relates to H. R. 6833 and similar bills providing for loans for the construction of 
hospitals. The proposed bill (H. R. 12694), was introduced at the close of the hearing as a clean bill 
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include our report on H. R. 1979, H. R. 6329, H. R. 7575, and H. R. 
7741, since all of these bills would either authorize direct loans for 
hospital and related construction or extend the Hill-Burton program, 
or do both. 

H. R. 6833 would (1) extend to July 1, 1962, the authorizations in 
the Hill-Burton Act for appropriations for construction and (2) au- 
thorize the Surgeon General of the Public Health Service up to July 1, 
1962, to make loans for construction under the same conditions as 
specified for grants in the Hill-Burton Act, except that loans would 
be made directly to the applicant. The same Federal appropriations 
and the same State allotments would cover grants and any loans. 
The loan would have a maximum life of 25 vears, but could be repaid 
earlier. The interest rate would be one-quarter of 1 percent a year 
added to the annual rate, as determined by the Treasury for each 
calendar quarter, on certain marketable obligations of the United 
States. 

R. 6329 and H. R. 7575 are similar to H. R. 6833 in that they 
both would authorize direct loens for hospital and medical facility 
construction, tying the loans into the State plan and construction 
project regeneate nts that now apply to the Hill-Burton construction 
erants. H.R. 7575 would also extend the Hill-Burton program until 
July 1, ia 

H. R. 1979 would authorize a program of loans for construction of 
nonprofit hospitals only, to be administered by the Secretary of 
Health, Edveation, and Welfare. In lieu of coordinating this loan 
program with the grant program under the Hill-Burton Act, H. R. 
1979 looks toward a direct Federal-local re lationship. 

H. R. 7741 would extend for 3 years, that is, to July 1, 1962, the 
authorizations for appropriations for all categories of construction 
under the Hill-Burton Act. It would not otherwise change the 
present program. 

Although it is not explicit on the fact of these loan bills, we under- 
stand that their purpose is to accommodate certain denominational 
groups which have difficulty in raising the entire amount of funds 
needed for construction, but still have conscientious objections to 
accepting even a share of the costs as an outright Federal grant. We 
have considerable sympathy with the position taken by these groups. 
Although there is now an option, under existing law, of simply repay- 
ing the Federal grant, we would be inclined to raise no objection to 

} loan program designed to offer a reasonable alternative to those 
apie ants who conscientiously object to the outright grant and would 
prefer to undertake an obligation to repay. Nevertheless, even for 
this limited purpose, we believe that such an alternative, if cast in 
the form of a loan program, should in fact provide for the making of 
bona fide loans conditioned upon ability to repay, and should also 
make specific provision for enforcement procedures in case of default. 

[f the committee should conclude that it would be desirable to 
write elective loan provisions into the present grant program in order 
to take care of the objectives of the sponsors of these bills, we believe 
that H. R. 6833 would, with suitable modifications provide the best 
vehicle for the purpose. Staff of this department will be made avail- 
able for the assistance of your committee should it wish to consider 
such modifications in more detail. 
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There are certain specific objections to H. R. 1979. In the absence 
of any provision for integration of the proposed loans into the Hill- 
Burton program, there is no assurance that Federal loans would be 
confined to those areas where the State hospital survey and construc- 
tion authority has, following statewide surveys, found a need for 
facilities. Nor does H. R. 1979 require compliance with Federal 
construction standards or with any State standards on maintenance 
and operation. 

With respect to the 3-year extension of the Hill-Burton program 
proposed in H. R. 6833, H. R. 7575, and H. R. 7741, we are agreed 
that extension is highly desirable. This Department has made a 
careful appraisal of the Hill-Burton program and is now approaching 
final formulation of recommendations for changes, including a recom- 
mendation for extension of the program. We hope to submit the 
administration’s proposals to your committee at an early date. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Exuior L. Richarpson, 
Acting Secretary. 


EXEcUTIVE OFFICE OF THE PRESIDENT, 
Burrav OF THE BupGET, 
Washington, D.: Bes May 8. 1958 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, 
New House Office Building, Washington, D. C. 


My Dear Mr. Cuarrman: This is in reply to your letter of April 
16, 1957, inviting the Bureau of the Budget to comment on H. R. 6833, 
to authorize loans for the construction of hospitals and other facilities 
under title VI of the Public Health Service Act, and for other pur- 
poses. Also included are our views on H. R. 1979, H. R. 6329, H. R. 
7575, and H. R. 7741, since all of these bills would either authorize 
direct loans for hospital and related construction or extend the Hill- 
Burton hospital construction program, or both. 

Four of these bills, H. R. 6833, H. R. 6329, H. R. 7575, and H. R. 
1979, would authorize a program of loans. In addition, H. R. 7575 
and H. R. 6833 would extend the program for 3 years. 

It is our understanding that the purpose of these bills authorizing 
loans is to accommodate certain groups which have no difficulty in 
raising matching funds needed for construction, but have conscien- 
tious objections to accepting a portion of the cost of construction as 
an outright Federal grant. 

This office would have no objection to loans under the Hill-Burton 
program provided such loans are conditioned upon ability to repay, 
make specific provision for enforcement procedures in case of default, 
and are made at sufficient rates of interest to cover the full cost to the 
Government of providing the financing including losses and admuinis- 
trative cost. 

H. R. 6833, if amended to incorporate the above recommendations, 
is the most suitable for a loan program. This bill specified that the 
same Federal appropriations would cover both grants and loans, loans 
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would be charged to the applicable State allotment under the law, and 
further provides for repayment in not to exceed 25 years. 

H. R. 6833, H. R. 7575, and H. R. 7741 propose a 3-year extension 
of the Hill-Burton program. The Department of Health, Education, 
and Welfare is now formulating recommendations for extension of the 
program and will submit the administration’s proposals to the Con- 
gress at an early date. 

Sincerely yours, 
Puiturp S. Hueuss, 
Acting Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (new matter is printed in italics, exist- 
ing law in which no change is proposed is shown in roman): 


TITLE VI OF THE PUBLIC HEALTH SERVICE ACT 
(42 U. S. C., ch. 6A, subch. IV) 
TITLE VI—CONSTRUCTION OF HOSPITALS 
Part A—DecLaRATION OF PURPOSE 


‘ * x * * * * 


Parr H—Loans ror Construction or HospirAaLs 
AND Oruer FACILITIES 


{UTHORIZATION OF FEDERAL LOANS 


Sec. 661. In order further to assist the States in carrying out the pur- 
poses of this title, the Surgeon General is authorized, prior to July 1, 
1962, to make a loan of funds to the applicant for any project. for construc 
tion which meets all of the conditions specified in this title for a grant 
unde? part C or part G. 


1PPROVAL OF LOANS; PAYMENTS TO APPLICANTS 


Sec. 662. FExee pt as here inaftei provided, an ap plication for a loan 
with respect to any construction project under this part shall be sub- 
mitted, and shall be approved by the Surgeon General, in accordance with 
the same procedures and subject to the same limitations and conditions as 
would be applicable to the making of a grant under this title for the con- 
struction of such project. Any such application may be approved in 
any fiscal year only if sufficient. funds are available from the allotment 
for the type of facility involved. All loans under this part shall be paid 
directly to the applicant. 

TERMS OF LOANS 


Sec. 663. (a) The amount of a loan under this part shall not exceed 
an amount equal to the Federal share of the estimated cost of construction 
of the project. Where a loan under this part and a grant under part C 
or part G are made with respect to the same project, the aggregate amount 
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of such loan and such grant shall not exceed an amount equal to the 
Federal share of the estimated cost of constructing the project. Each 
loan shall bear interest at the rate arrived at by adding one-quarter of 1 
per centum per annum to the rate which the Secretary of the Treasury 
determines to be equal to the current average yield on all outstanding mar- 
ketable obligatzons of the United States as of the last day of the month 
preceding the date the application for the loan is approved and by adjusting 
the result so obtained to the nearest one-eighth of 1 per centum. Each 
loan made under this part shall mature not more than forty years after 
the date on which such loan is made: Provided, That nothing in this 
Act shall prohibit the payment of all or part of the loan at any time prior 
to the maturity date. In addition to the terms and conditions provided 
for, each loan under this part shall be made subject to such t terms, condi- 
tions, and covenants relating to repayment of principal, payment of 
interest, and other matters as may be agreed upon by the applicant and 
the Surgeon General. 

(6) Where the Surgeon General determines it necessary to protect the 
Jinancial interest of the United States, he may enter into agreements 
modifying any of the terms and conditions of a loan made under this part. 

(c) If, at any time before a loan for ( t proj ct has been repard 2% un “full, 
any of the events specified in clause (A) or clause (B) of section 625 (e) 
shall occur with respect to such project, the unpaid balance of the loan 
shall become immediate ly dw and payal ble by the applicant, and any 
transferee of the facility shall be liable to the United States for such 
repayment. 


FUNDS FOR LOANS BY THE SURGEON GENERAL 


Sec. 664. Any loan under this ti fle : shall be made out of the allotment 
Jrom which a grant for the project concern ed would be mae. Payments 
of interest and repayments of principal on loans under this part shall 
be deposited in the Treasury as miscellaneous receipts. 


O 
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RECONVEYING THE LANDS ACQUIRED FOR BURKE 
AIRPORT TO THE FORMER OWNERS 


Juns 24, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Roserts, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany H. R. 10045] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 10045) to provide for the sale of all of the real 
property acquired by the Secretary of Commerce for the construction 
of the Burke Airport, Virginia, having considered the same, report 
favorably thereon with an amendment and recommend that the 
bill as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert the following: 


That (a) no tract of real property acquired by the Secretary of Commerce under 
the Act of September 7, 1950 (64 Stat. 770) for the construction of the Burke 
Airport, Fairfax County, Virginia, shall, during the ninety-day period which 
begins on the date of enactment of this Act, be disposed of except pursuant to 
section 13 (h) of the Surplus Property Act of 1944 (50 App. U.S. C. 1622 (h)) or 
section 203 (k) of the Federal Property and Administrative Services Act of 1949 
(40 U. S. C. 484 (k)). 

(b) Where arrangements satisfactory to the Administrator of General Services 
have not been made within the ninety-day period provided in subsection (a) for 
the disposal of any tract of real property, or part thereof, pursuant to such sec- 
tion 13 (h) or 203 (k), then within the next ninety days the former owner of such 
tract (or if he is dead, his spouse or if there is no surviving spouse, his children) 
shall have the right to repurchase such tract, or part thereof, from the United 
States for the price paid to the former owner under such Act of September 7, 1950, 
for such tract, or part thereof, as determined by the Administrator, reduced by 
such amount as the Administrator may deem appropriate if any improvements 
have been removed or other injury done to such real property as a direct or 


indirect result of the acquisition thereof since it was acquired by the United States 
under such Act. 


PuRPOSE OF THE LEGISLATION 


The principal purpose of this bill is to give former owners preference 
rights in buying back land acquired by the Secretary of Commerce for 
an airport at Burke, in Fairfax County, Va. 

20006 
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For 90 days beginning with the date of the enactment of this legis- 
lation the State of Virginia or local governments could acquire the 
land under existing law, as provided in section 13 (h) of the Surplus 
Property Act of 1944, or section 203 (k) of the Federal Property and 
Administrative Services Act of 1949. 

Section 13 (h) of the Surplus Property Act of 1944 provides for the 
conveyance of surplus property to States and political subdivisions 
for parks or recreational areas at 50 percent of the fair value. 

Section 203 (k) of the Federal Property and Administrative Services 
Act of 1949 authorizes the Administrator of General Services, in his 
discretion, to assign to the Secretary of Health, Education, and 
Welfare, surplus real property, including buildings, for school, class- 
room, or other educational use, or for use in the protection of public 
health, including research. It also authorizes the Secretary to sell 
or lease such real property for educational purposes to States and 
political subdivisions and other nonprofit educational institutions, 
subject to a public benefit allowance which could be as high as 100 
percent. 

BacKGROUND OF LEGISLATION 


In October 1951, the Department of Justice, at the request of the 
Secretary of Commerce, acquired through condemnation proceedings 
1,031 acres of land in 63 separate tracts near Burke, Fairfax County, 
Va., at a cost of $1,006,909 for the construction of the public airport 
for the District of Columbia and vicinity authorized by Public Law 
762, 8ist Congress. 

Opposition developed to the site at Burke. In the Supplemental 
Appropriation Act, 1958, the President was directed to make a report 
to the Congress, with a recommendation as to the site for the addi- 
tional airport authorized by Public Law 762, before January 15, 1958. 
In this report a site at Chantilly was chosen. 

Accordingly, the 63 tracts at Burke are no longer needed for the 
airport site. 

The land has been declared surplus to the needs of the United 
States. It should be pointed out that the 63 parcels involved are 
not contiguous and saul not be disposed of at one sale but 63 separate 
sales would be necessary. 

A number of the former owners still live on the property under 
lease or special arrangement with the Government. 

Under H. R. 10045, a former owner (or, if he is dead, his spouse, 
or if there is no surviving spouse, his children) would have the right 
to repurchase his land, or a part thereof, at the price he received from 
the Government, reduced by an appropriate amount if any improve- 
ments have been removed or injury done to the property as a direct 
or indirect result of the acquisition thereof during Government 
ownership. 

Errect OF LEGISLATION 


Under existing law, former owners have no preference rights to 
enable repurchase of property at the price paid by the Government. 
Once the property has been determined surplus, the General Services 
ae is authorized to dispose of it by sale to the highest 

idder. 
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In a letter to the committee, the Administrator of General Services 
said: 


Negotiated sales of surplus property may be made pursuant 
to section 203 (e) of the 1949 act as extended by Public Law 
971, 84th Congress, until July 31, 1958. However, the 
essential purpose of this legislation is to permit negotiated 
sales at current fair market value in circumstances which 
would make it inequitable or contrary to the public interest 
if prospective bidders were required to bid competitively for 
surplus property. Negotiated sales under this authority are 
made principally to public bodies, many of which are not 
empowered to bid competitively for surplus property. 
However, in furtherance of this principle, we believe that we 
would be warranted in negotiating the sale of land at Burke 
underlying improvements reserved by former owners which 
have not been removed. In that event, the sales price will be 
arrived at by an appraisal of the current fair market value of 
the land to which would be added an amount equal to that 
portion of the purchase price paid by the United States for 
the property attributable to the value of improvements now 
located thereon minus the price paid by the Government’s 
grantors for the right to retain and remove these improve- 
ments from the premises. 


However, the negotiated price would be arrived at ‘‘by an appraisal 
of current fair market value of the land.’ While this concession 
would no doubt prove an advantage to the former owners who have 
not removed improvements, your “committee cannot agree that the 
proposed arrangement would be fair, either to them or the other former 
owners. This land was not sold voluntarily. These former owners 
have been inconvenienced enough without being penalized for any 
possible increase in the value of their land. 


Hearincs BeroreE SUBCOMMITTEE 


Hearings were held by the Subcommittee on Transportation and 
Communications April 1. Congressman Broyhill, author of H. R. 
10045, and Mr. Howard K. Howell of Fairfax County, Va., appeared 
in support of the bill. Mr. Curtis A. Roos, Deputy Director, Disposal 
Division, Public Buildings Administration, General Services Adminis- 
tration, appe: ared in opposition. 


AGENCY RECOMMENDATIONS 


The Administrator of the General Services Administration submitted 
a letter in opposition to the legislation, as did the Secretary of Com- 
merce and the Director of the Bureau of the Budget. These letters 
are included hereafter in this report. 

H. R. 10045 is remedial legislation. It would not amend existing 
law. No appropriation of funds is involved. 


ANALYSIS OF THE Brit AS REPORTED 


The committee amendment strikes out all after the enacting clause 
of the introduced bill and substitutes a new text, consisting of one 
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section which modifies the provisions of existing law applicable to 
the disposal of the land acquired for the construction of Burke 
Airport, principally by providing for the disposal of such land to the 
former owners thereof. 

Existina Law 


DISPOSITION OF REAL PROPERTY 


Existing law provides that upon the determination by the Secretary 
of Commerce that any tract of real property acquired for Burke Air- 
port is excess to the needs of the Department of Commerce, it will 
be reported to the Administrator of General Services as excess prop- 
erty, whereupon all Federal agencies will be circularized to determine 
if there is any further Federal requirement for the property. If there 
is no such requirement, such property is determined to be surplus 
property, and is available for disposition to States or political sub- 
divisions and to the general public. There is no statutory priority 
given to former owners in reacquiring their property, nor is there any 
statutory requirement that States and political subdivisions be given 
priority in obtaining such property. 


DISPOSAL OF REAL PROPERTY TO STATE AND LOCAL GOVERNMENTS AND 
NONPROFIT ORGANIZATIONS 


In practice, where real property is determined surplus, States and 
political subdivisions thereof are circularized to determine whether 
or not they desire to acquire such property under the provisions of 
section 13 (h) of the Surplus Property Act of 1944 or section 203 (k) 
of the Federal Property and Administrative Services Act of 1949. If 
a State or political subdivision indicates an interest in acquiring such 
property under such laws, that State or subdivision is given an 
opportunity so to acquire such property before the property is made 
available for purchase by the general public. 

Such section 203 (k) also authorizes disposal of such property to 
tax-exempt educational or medical institutions. If such an institution 
indicates an interest in acquiring such property under such section 
203 (k), that institution is given an opportunity so to acquire such 
property before the property is made available for purchase by the 
general public. 


PRICE PAID FOR REAL PROPERTY BY STATE AND LOCAL GOVERNMENTS 


Under such section 13 (h), property may be acquired by any 
State, political subdivision, instrumentality thereof, or municipality 
for use as a public park, public recreational area, or historic monument 
for the benefit of the public. The price charged for the property is 
50 percent of its fair value, based on the highest and best use thereof, 
unless the property is conveyed for bistoric monument purposes, in 
which case the conveyance is without monetary consideration. 
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Under such section 203 (k), the property may be disposed of at a 
price which takes into consideration any benefit which has accrued 
or may accrue to the United States from the use of such property by 
any such State, political subdivision, instrumentality, or institution. 


EFFECT OF THE BILL AS REPORTED 


The bill, as reported by the committee, will follow the general 
pattern prescribed by other laws relating to the disposal of real 
property which is surplus to the needs of the Federal Government, 
except that former owners are to be given a priority in acquiring the 
land which was taken from them by the United States. 


SUBSECTION (a) 


Subsection (a) of the bill provides that within the 90-day period 
following enactment of the bill, States, political subdivisions, munici- 
palities, “and tax- exempt hospitals and educational institutions will 
be afforded an opportunity to acquire such tract under the provisions 
of law authorizing disposal of public lands to such governments and 
institutions. 


SUBSECTION (b) 


If the tract involved has not been disposed of before the expiration 
of the 90-day period referred to in the preceding paragraph, or if 
satisfactory arrangements have not been made before the expiration 
of such period for the disposal of such tract to such governments or 
institutions, as the case may be, then during the next 90 days the 
former owner shall be afforded an opportunity to reacquire such tract 
of land. If the former owner is dead, his spouse, or, if there is no 
surviving spouse, his children, shall succeed to the rights of the 
former owner. 

The price which the bill provides shall be paid by a former owner 
for the land is the price paid to the former owner for the land when the 
United States acquired it, reduced by any damage done to the land 
or to any improvements on the land as a direct or indirect result of 
the acquisition thereof. ‘The determination of the amount by which 
the price to be paid for the land will be reduced is to be made by the 
Administrator of General Services. Similarly, if a part of a tract is 
not available for transfer to the former owner by reason of acquisition 
of such part by the State of Virginia or a local government, or an 
educational or medical institution, but the remainder of the tract is 
acquired by the former owner, the determination of the price to be 
paid for such remainder is to be made by the Administrator. 


TERMINATION OF OPERATION OF THE BILL 


The bill operates with respect to any tract of land only for 180 days 
after the enactment of the bill. After such 180 days, if the tract has 
not been disposed of under the bill, then the provisions of all other 
laws relating to the disposition of surplus property will come into 
operation, and the property will be disposed of under such laws. 
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Reports from the various Government agencies on the bill are as 

follows: 
GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., April 11, 1958 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHarRMAN: Your letter of March 11, 1958, requested the views of 
the General Services Administration on H. R. 10045, 85th Congress, a bill to 
provide for the sale of all of the real property acquired by the Secretary of Com- 
merce for the construction of the Burke Airport, Virginia. 

The purpose of the bill is to direct the Secretary of Commerce to sell to the 
general public within 1 year all of the real property acquired for the construction 
of the Burke Airport, Fairfax County, Va., at a price determined by him to b: 
equal to its fair market value, subject to 

1. a priority in the State of Virginia for a period of 90 days after its enact- 
ment to select and purchase 150 acres for use as an extension site for the 
University of Virginia at the price paid by the United States for such prop- 
erty reduced by an amount deemed appropriate by the Secretary if any 
improvements have been removed or injury done to the property since 
acquisition by the United States; 

2. a similar priority and price preference to former owners for a period of 
90 days to repurchase property acquired from them, except any property 
to be sold under 1, above, following the expiration, or earlier exercise or 
rejection of the priority by the State of Virginia. 

In October 1951, the Department of Justice at the request of the Secretary of 
Commerce, acquired through condemnation proceedings 1,031.3 acres of land 
near Burke, Fairfax County, Va., at a cost of $1,006,909 for the construction of 
the public airport authorized by Public Law 762, 8lst Congress, approved 
September 7, 1950 (64 Stat. 770). The property referred to in the bill, none of 
which has been improved or used for the purpose for which it was acquired, 
consists of 63 parcels of agricultural and residential land ranging in size from one- 
half acre to 174 acres, interspersed with lands in private ownership. By stipula- 
tion in the condemnation proceedings, the owners of 34 parcels of land were allowed 
to reserve and remove improvements located thereon. The former owners of 
19 of these parcels have removed the improvements. The former owners of 15 
parcels have not removed their improvements as agreed. Improvements on 2] 
parcels of land were acquired with the land, and 20 of the parcels have been leased 
by the Department of Commerce. In addition, the land underlying 10 sets of 
improvements reserved by former owners has been leased to the former owners 
or their assignees. 

On January 15, 1958, the President approved a plan for the acquisition of a 
site at Chantilly, Va., for the construction of the public airport authorized by the 
act cited above and for which funds were provided in the Supplemental Appro- 
priations Act of 1958 (Public Law 85-170) approved August 28, 1957. On Janu- 
ary 28, 1958, the 1,031.3 acres of Government-owned land which are the subject 
of H. R. 10045 were reported to GSA by the Department of Commerce as excess 
property. On February 5, 1958, other Federal agencies were notified of the 
availability of the excess property for further Federal utilization and asked to 
advise us by April 7 of any requirement therefor. If the property cannot be ap- 
propriately used to fulfill the requirements of Federal agencies for real property 
in this area, it will be surplus to the needs of the Federal Government and it is 
our plan to dispose of it as surplus property in accordance with the Federal Prop- 
erty and Administrative Services Act of 1949. 

GSA is opposed in principle to the enactment of legislation which would preclude 
the opportunity for further Federal utilization of excess property. If enacted 
without amendment prior to the determination that the property at Burke is 
surplus to the needs of the Federal Government, H. R. 10045 would effectively 
preclude the use of the property for the needs of other Federal agencies. 

Section 203 (k) (1) of the Federal Property and Administrative Services Act 
of 1949 authorizes the Administrator of General Services, in his discretion, to 
assign to the Secretary of Health, Education, and Welfare, for disposal such 
surplus real property, including buildings, fixtures, and equipment situated there- 
on, as is recommended by the Secretary as being needed for school, classroom, or 





RECONVEYING BURKE AIRPORT LANDS 7 


other educational use, or for use in the protection of public health, including 
research. It also authorizes the Secretary to sell or lease such real property for 
educational purposes to States and their political subdivisions, or municipalities 
and tax-supported educational institutions and to other nonprofit educational 
institutions which have been held exempt from taxation under section 101 (6) of 
the Internal Revenue Code and, in fixing the sale or lease value of the property, 
to take into consideration any benefit which has accrued or may accrue to the 
United States from the use of such property by any such State, political sub- 
division, municipality, or institution. It appears that the objectives of section 
1 (b) of H. R. 10045 relating to the conveyance of a site to the State of Virginia 
for use as a site for the extension of the University of Virginia in northern Virginia 
can be accomplished under this provision of existing law. 

Subsection 23 (d) of the Surplus Property Act of 1944 provided for the negotiated 
sale of certain classes of surplus real property to former owners under a price 
preference formula similar in some respects to the pricing formula set forth in 
section 1 (c) of H. R. 10045. This act was repealed by the Federal Property and 
Administrative Services Act of 1949, but all priorities and preferences provided 
for in the act with respect to the disposal of surplus real property under the act 
were continued in effect until December 31, 1949. The Federal Property and 
Administrative Services Act of 1949, as amended, does not afford former owners 
either a priority or a price preference in reacquiring surplus real properties, and 
GSA has consistently opposed legislation which has for its purpose the restoration 
of priorities and price preferences of the 1944 act or the institution of similar prior- 
ities and preferences in connection with the disposal of surplus real property. We 
believe that surplus real property available for sale to the public should be sold 
at not less than its current appraised fair market value. Experience gained by 
GSA in the sale of surplus real property at publie auction has demonstrated that 
such sales provide a suitable method of assuring all persons interested in purchas- 
ing the property, including former owners, an opportunify to bid for it in open 
competition and, at the same time, secures for the Government the benefits which 
normally flow from competitive bidding for property. 

Negotiated sales of surplus property may be made pursuant to section 203 (e) 
of the 1949 act as extended by Public Law 971, 84th Congress, until July 31, 
1958. However, the essential purpose of this legislation is to permit negotiated 
sales at current fair market value in circumstances which would make it inequi- 
table or contrary to the public interest if prospective bidders were required to 
bid competitively for surplus property. Negotiated sales under this authority 
are made principally to public bodies, many of which are not empowered to bid 
competitively for surplus property. However, in furtherance of this principle, 
we believe that we would be warranted in negotiating the sale of land at Burke 
underlying improvements reserved by former owners which have not been re- 
moved. In that event, the sales price will be arrived at by an appraisal of the 
current fair market value of the land to which would be added an amount equal 
to that portion of the purchase price paid by the United States for the property 
attributable to the value of improvements now located thereon minus the price 
paid by the Government’s grantors for the right to retain and remove these 
improvements from the premises. 

For the reasons outlined above, GSA is opposed to the enactment of H. R. 
10045. 

The fiscal effect of the enactment of H. R. 10045 cannot be readily ascertained. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
FRANKLIN FLorete, Administrator. 


Tue SECRETARY OF COMMERCE, 
Washington, D. C., April 1, 1958. 
Hon. Oren Harris, 
Chairman, Commiitee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CHatRMAN: This is in reply to your letter of January 20, 1958, 
requesting the views of this Department on H. R. 10045, a bill to provide for the 
sale of all the real property acquired by the Secretary of Commerce for the con- 
struction of Burke Airport, Virginia. 

This proposal would authorize the Secretary of Congress to sell all of the real 
property acquired for the construction of the Burke Airport, Virginia. 

The Department of Commerce is opposed to the enactment of subject proposal. 
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The Department of Commerce is of the opinion that the subject proposal is in 
conflict with the declaration of policy contained in section 2, Federal Property 
and Administrative Services Act of 1949, which set up the General Services 
Administration as the disposal agency for surplus Government property. Such 
agency has established governmentwide procedures for the orderly disposal of 
Government surplus and is adequately equipped to handle the disposal of the 
Burke property as a part of its normal functions. In addition, it has specialized 
sales talent, techniques, and facilities which are not available in other Govern- 
ment agencies. It is recommended, therefore, that the disposal of the real prop- 
erty be carried out by the General Services Administration. 

This Department is processing a declaration of excess property, the effect of 
which will be to transfer from the Civil Aeronautics Administration to the General 
Services Administration the responsibility for the disposal of these properties. 
Passage of this proposal, therefore, would negate this transfer and, in the opinion 
of this Department, seriously confuse and delay the disposal process. Addi- 
tionally, this proposal is objected to on the ground that its language appears to 
exclude the utilization of this property for any Federal purpose. 

The Bureau of the Budget has advised that it would interpose no objection to 
the submission of this report to your committee. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupceEt, 
Washington, D. C., March 31, 1958. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, New House Office Building, 
Washington, D. C. 

My Dear Mr. CuarrMan: This is in reply to your letter of January 20, 1958, 
requesting the views of this office with respect to H. R. 10045, a bill to provide for 
the sale of all of the real property acquired by the Secretary of Commerce for the 
construction of the Burke Airport, Virginia. 

The Secretary of Commerce, in the report he is making to your committee on 
this bill, is recommending against its enactment for the reasons set out therein. 

This office concurs with the views contained in this report and recommends that 
this measure not be enacted. 

Sincerely yours, 
Puinurre 8. HuaHes, 
Acting Assistant Director for Legislative Reference 





CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., January 31, 1958 
B-83077. 
Hon. OrEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


DEAR Mr. CHatrRMAN: Further reference is made to your letter of January 20, 
1958, requesting any comments we may care to make concerning H. R. 10045. 

The bill would authorize the disposal of all of the real property acquired by the 
Secretary of Commerce for the construction of the Burke Airport, Virginia. 
The State of Virginia would be granted a priority right to choose a tract of not to 
exceed 150 acres to be used as a site for the extension of the University of Virginia. 
Thereafter, former owners from whom the United States acquired the land 
would be given the right to repurchase the land. 

Inasmuch as we have no firsthand knowledge as to the necessity or desirability 
of the proposed legislation we are not in a position to make a recommendation 
regarding the merits of the bill. We suggest, however, that if favorable consider- 
ation is given the bill, provision be made to authorize disposal of the property 
by the Administrator of General Services in the manner provided by the Federal 
Property and Administrative Services Act of 1949, in the event that the State of 
Virginia or the former owners do not exercise their right to purchase the land. 

Sincerely vours, 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 








ADDITIONAL VIEWS OF MR. MOSS 


Consistency in its rulings is one of the basic principles of good 
government. This paramount principle is both ignored and violated 
in H. R. 10045, as reported by the committee, and in the doing tends 
to benefit a few citizens via special precedent- breaking privilege at 
the expense of the majority of the Nation’s taxpayers. 

Not only does the committee act against the recommendations of 
the administrative agencies most concerned and best qualified to 
comment on the measure, but the committee apparently is not takin 
into consideration the just precedents arrived at in the field of Federa 
property disposal over a period of years through careful examination 
and study of many types of such disposals. 

It has been my privilege to be closely associated with the establish- 
ment of many of these property disposal precedents for I also am a 
member of the Committee on Government Operations and sit as a 
member of Hon. Jack Brooks’ Subcommittee on General Government 
Activities. ‘The Brooks subcommittee has spent years of continuing 
study on the problems and complexities of the General Services 
Administration’s property disposals and has saved the Nation’s tax- 
payers millions of dollars in cash through its insistence that the GSA 
obtain the current fair market value in sales of surplus property. 

We members of the aforementioned subcommittee have gained a 
wealth of experience in the field of surplus property disposal “and our 
unanimous actions on such problems have been endorsed by the full 
Committee on Government Operations, with concurrence in the 
House of Representatives. 

The actions we have taken in this subcommittee have played a 
major role in establishing the policy of the Congress in matters of 
surplus property disposal, a policy which is protecting the national 
purse from being rifled by individuals seeking special concessions. 

I have taken part in the study of many surplus property disposal 
problems which have come before that subcommittee and so feel 
particularly well qualified to call attention to the inadequacies and 
dangers in H. R. 10045, as reported by this committee. 

In the light of my own close association with surplus property 
disposals, I feel that this committee’s report on H. R. 10045 is not 
consistent with the manner in which similar disposals have been made 
in the past. The Committee on Government Operations, through its 
Subcommittee on General Government Activities, has fostered a 
public-interest policy in regard to surplus property disposals which 
the General Services Administration has been encouraged to main- 
tain. It is apparent that this policy was not considered in the 
preparation of this report. The various facets of this policy, proven 
and modified through application over a period of years, are reflected 
in the comments I offer on the committee report. 

The amendments cited are in harmony with general law regarding 
transfer of the property but the initial 90-day limitation put on 
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disposition, whereupon a second 90-day period will be allotted for 
former owners to repurchase, may prove far too short for adequate study 
and development of plans for public use of the property. Eligible 
groups such as schools and hospitals might not have sufficient time 
to prepare a plausible, equitable plan which would warrant their 
receiving portions of the property if they were limited to 90 days in 
which to make such important, far-reaching plans. 

The principal purpose of the bill is to give former owners preference 
rights in buying back land acquired for an airport at Burke, in Fairfax 
County, Va. This bill would give price preference and priority to 
former owners, despite the fact there is no statutory provision for 
such favoritism and that the GSA, encouraged by the Congress, has 
followed no such policy. 

Many other former owners in similar circumstances have been 
rejected by the Congress in their demands for special concessions, 
setting a firm precedent. This bill’s provisions are contrary to that 
precedent and its passage would tend to make those who have been 
so rejected in the past feel they had been abused by the Federal 
Government and would open the doors for every former owner in the 
Nation to demand return of his former property on these advantageous 
terms, which have been proven time and again to be inconsistent with 
the general public interest. 

As for the point that this land was not sold voluntarily, I would like 
to call attention to the fact that the great bulk of federally acquired 
land has been acquired by condemnation. That is the way the Federal 
Government acquires land, in most cases. Nobody seems to give the 
Federal Government anything. If these former owners had made a 
cift of their property, it might be reasonable to consider restoring it 
to them. But they sold it to the Government for an agreed fair price. 

[he condemnation procedure generally is a fair and friendly one, 
just appraisals are made and the former owners, it is a matter of record 
in this case, received the full fair market value for their property at the 
time of the transfer of ownership. 

For 7 years these former owners have had the use of that money 
they were paid for their property. They have had an opportunity to 
invest it and make more money on it. 

The report stipulates that the price the former owner pays for the 
land will be the same as the price the United States paid him on 
acquiring it, reduced by any damage done to the land or to any im- 
provements on the land. This is patently not an equitable provision 
for, if damage was done to the property, it hardly could be in an 
amount greater than the large appreciation in value of the property 
over the price paid by the Government in 1951. This increase in 
value would be a gift from the Government to the former owner and 
surely would more than offset any damage done to the property. 

The bill, as reported, will give a double profit to these select former 
owners at the expense of all the Nation’s taxpayers. The former 
owners not only would make a profit via the interest on the price 
paid them for the property, but also would benefit in the substantial 
appreciation in value of the property over the years since the sale 
was consummated. 

The present general law, as applied by the GSA upon the insistence 
of the Congress, gives former owners an opportunity to get their 
property back at its current fair market value. This present general 
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law, so applied, is the only equitable solution to the disposal of such 
surplus property, the only solution which is fair and just to all tax- 
payers, including former owners. 

In line with my preceding comments, it appears that the best solu- 
tion to this problem of disposal of the Burke Airport site does not lie 
in broad legislation applying to every former owner involved, as it 
does in H. R. 10045. The general law, instead, should be applied, 
with the GSA giving full consideration to the merits in each individual 
case, taking into account any and all variations in the agreements 
negotiated by the Department of Justice and Civil Aeronautics 
Administration in acquiring and leasing the properties. This method, 
proven fair to all parties concerned in so many past cases, would be the 
most equitable one in the case of these former owners. 

Ours is a government for all the people, not for a privileged few, 
whether they are former owners or not, and it is not in keeping with 
that important tenet of our democracy for exceptions to be made such 
as are detailed in this report. 


JoHN E. Moss. 





SUPPLEMENTAL VIEWS OF MR. DINGELL 


I concur generally in the views of my colleague, Hon. John E. Moss, 
and oppose the enactment of H. R. 10045 for the reasons stated in his 
discussion of this problem. 


JoHN D. DINGELL. 
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i No. 1956 


Qd Session \ 


AMENDING THE PROVISIONS OF TITLE III OF THE FED- 
ERAL CIVIL DEFENSE ACT OF 1950, AS AMENDED 


June 24, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dura, 
the dolesoiiie 


REPORT 


[To accompany H. R. 12827] MAIN 
REANING ROOM 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 12827) to amend the provisions of title III of the Federal 
Civil Defense Act of 1950, as amended, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The bill will amend section 307 of title II] of the Federal Civil 
Defense Act of 1950, as amended, by striking out tae date “June 30, 
1958” and inserting in lieu thereof the date June 30, 1962.” 

Section 307 of the act reads as follows: 


The provisions of this title shall terminate on June 30, 1958, 
or on such earlier date as may be prescribed by concurrent 
resolution of the Congress. 


Title III of the Federal Civil Defense Act relates to the standby 
emergency powers of the Administrator of Civil Defense. It pro- 
vides, in part, that in case of attack or imminent attack, the Presi- 
dent may proclaim a state of civil defense emergency, or such an 
emergency may be declared by a concurrent resolution of the Con- 
gress. After such proclamation or declaration, certain emergency 
powers would come into effect. 

Some of these emergency powers provide for financial assistance 
for the temporary relief or aid of any civilians injured, the provision 
to incur such obligations on behalf of the United States as may be 
required to meet ‘the civil-defense requirements of an attack, the 
authority to employ additional personnel without regard to civil 
service laws and reimbursement to any State for compensation paid 
to and transportation for employees, and other authority. 
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It is believed that this country is in as much danger of enemy 
attack, if not more, than when Congress enacted the standby emer- 
gency powers contained in the Federal Civil Defense Act. It is the 
opinion of the committee that the Congress should not allow this 
standby authority to expire. In case of a sudden attack, there 
would be no time for the Congress to legislate in order to grant emer- 
gency authority. 

Title [II will expire on June 30, 1958, unless appropriate legislative 
action is taken. The committee is in agreement with the Civil 
Defense Administration that the limitations section should be extended 
for another four years. 


COST AND BUDGET DATA 
The enactment of this bill would not involve the expenditure of 
Federal funds. 
COMMITTEE RECOMMENDATIONS 


A quorum being present the committee unanimously favors enact- 
ment of the bill. 


DEPARTMENT RECOMMENDATIONS 


Federal Civil Defense Administration is in favor of the enactment 
of the bill and the Bureau of the Budget interposes no objection as is 
shown by the following letter. 


FEDERAL Civit DereENsk ADMINISTRATION, 


NATIONAL HEADQUARTERS, 
OFFICE OF THE ADMINISTRATOR, 
Battle Creek, Mich., February 26, 1958. 
Hon. Sam Raysurn, 
Spe aker, Hous: of Re pre sentatives, 
Washington, D. C. 

Drak Mr. Speaker: There is enclosed a draft of a proposed bill 
entitled, “‘A bill to extend the provisions of title II] of the Federal 
Civil Defense Act of 1950, as amended, and for other purposes,’’ with 
the request that it be introduced and considered for enactment at the 
earliest practicable date. 

The purpose of the proposed measure is to provide for the continua- 
tion of the President’s current standby authority to deal with the 
effects of an enemy attack upon this Nation, subject to termination 
at any time by concurrent resolution of the Congress. Under section 
307 of the Federal Civil Defense Act of 1950, as amended (50 U.S. C., 
App. 2297), these emergency powers would terminate on June 30, 1958. 

As originally enacted, the Federal Civil Defense Act of 1950 provided 
that these standby emergency powers would terminate on June 30, 
1954, or such earlier date as might be prescribed by concurrent 
resolution of the Congress. This termination date was extended to 
June 30, 1958, by Public Law 383 of the 83d Congress. 

Section 301 of title III authorizes the declaration of a civil-defense 
emergency, by the President or the Congress, whenever an attack on 
the United States has occurred or is anticipated. The emergency 
powers contained in title III may be exercised only during the existence 
of such a civil-defense emergency. The same section also authorizes 
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the termination of such emergency by proclamation of the President 
or by concurrent resolution of the Congress. 

Title III contains broad emergency powers, on a standby basis. 
The Congress, in its enactment of title II], recognized that an attack 
upon the United States, with modern weapons of mass destruction 
would thrust many unprecedented problems of vast magnitude upon 
our Nation and our Government. The reasons for enactment of such 
emergency authority which existed at the time of the original passage 
of the provisions exist in a much greater measure today , due to the 
rapid advances in weapons development and delivery capabilities. 

Experience has demonstrated that effective emergency planning, at 
all levels of government, requires a clear understanding of the legal 
authority available for emergency actions under conditions of enemy 
attack. The existence of the standby authority contained in title III 
permits and facilitates such planning. 

The civil-defense preparedness of the United States must be de- 
veloped to, and maintained at, a high level of readiness so long as the 
possibility of an enemy attack faces the Nation. The requirement for 
this capability does not change with the fluctuation of international 
tensions. 

Enactment of the provisions of the draft bill would cause no increase 
in the budgetary requirements of the Federal Civil Defense 
Administration. 

The Bureau of the Budget advises that enactment of the proposed 
legislation would be in accord with the program of the President. 

Sincerely, 
Leo A. Horeu. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the bill: 


EXISTING LAW THE BILL 


Federal Civil Defense Act of 1950 
(Public Law 920, 8Ist Cong., as 
amended by Public Law 383, 
83d Cong.) 


Src. 307. The provisions of this That section 307 of the Federal 
title shall terminate on June 30, Civil Defense Act of 1950, as 
1958, or on such earlier date as amended (50 U.S. C. App. 2297), 
may be prescribed by concurrent is further amended by striking out 
resolution of the Congress. the date “June 30, 1958” and in- 

serting in lieu thereof the date 
“June 30, 1962”’. 


O 
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AUTHORIZING THE CONSTRUCTION FOR THE MILITARY 
DEPARTMENTS AND RESERVE COMPONENTS 


JUNE 24, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Vinson, from the Committee on Armed Services; gybmitted, the 
following CF MICHIGAN 


REPORT 


[To accompany H. R. 13015] — MAIN ce 


Ay eY ROOM 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 13015) to authorize certain construction at military installa- 
tions, and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendments are as follows: 

On page 2, line 22, strike ‘‘$1,795,000” and insert ‘‘795,000”’. 

On page 4, following line 11, add the following: “facilities, and hos- 
pital facilities, $3,505,000.” 

On page 9, between lines 12 and 13, insert the following: ‘Fort 
Bragg, North Carolina, 367 units.” 

On page 18, line 8, place a period after the word “made” and strike 
the remainder of that line and all of line 9. 

On page 18, line 25, strike the word ‘‘to’’. 

On page 19, following line 3, insert “TITLE IT’. 

On page 29, following line 14, insert the following: 

“Naval Base, San Diego, California, 1000 units.” 

On page 53, strike all of line 14. 


EXPLANATION OF THE AMENDMENTS 


The first amendment, on page 2, merely corrects a typographical 
error. 

The second amendment, on page 4, adds language which, through 
inadvertence, was left out of the bill. 

The third amendment, on page 9, inserts authority for the construc- 
tion of 367 units of Capehart housing at Fort Bragg, N. C. This 


27428—58——1 








2 AUTHORIZING MILITARY CONSTRUCTION 


item was in the original bill but was stricken while the committee 
made a further investigation of the housing requirements at this 
installation. After further study of the matter, the committee con- 
cluded that these units should be reinserted in the bill. 

The fourth amendment, on page 18, line 8, is designed to render it 
entirely clear that normal practice will be followed in the sale of the 
San Jacinto Ordnance Depot property and that interest will be paid 
by any purchaser on any amounts not paid at the time of purchase. 

The fifth amendment, on page 18, line 25, merely corrects a typo- 
graphical error. 

The sixth amendment, on page 19, inserts “TITLE IT’ which was 
inadvertently omitted from the printed bill. 

The seventh amendment, on page 29, inserts a new item of 1,000 
units of Capehart housing at the Naval Base, San Diego, Calif. This 
housing had been approved by all appropriate authorities within the 
Department of Defense but had not been included in the original 
program as such appeared in the original bill, H. R. 12360. 

The ninth amendment is designed to strike from the bill an item 
which appears twice on that page. 


PURPOSE OF THE BILL 


The purpose of this bill is to provide construction and other related 
authority for the military departments within and outside the United 
States, and (in title VI) authority for construction of facilities for the 
Reserve components. 
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OF POs r 


UNIT; TED By — 
*D STATES Of aye lOTAL AUTHORIZATIONS GRANTED 
BRIEF OF AUTHORIZATIONS 
Title I (Army): 


Inside continental United States...............-.-------- 
Outside continental United States___........-.---------- 
Classified 


Title III (Air Force): 
Inside continental United States._......._._______________ 
Outside continental United States___.___________________ 
Classified 


Title IV (Department of Defense): Advanced Research Projects 
Agency 


Subtotal____ 


Deficiency authorizations: 
ENGTe CP ananca cc canennuddhancoultin nae 
RIGO ED CNONYT co eda cb enc cease el ee ee ee 
Title III (Air Force) - 


Title VI (Reserve components): 
Naval and Marine Corps Reserves 
Air Force Reserve 


Grand total of all authorities granted by titles I, II, III, 
IV, and VI 


$112, 218, 000 


332, 071, 000 


217, 363, 000 
16, 384, 000 
75, 301, 000 
10, 000, 000 


319, 048, 000 


536, 218, 000 
123, 654, 000 
287, 500, 000 

10, 000, 000 


957, 372, 000 


50, 000, 000 


1, 658, 491, , 000 


30, 847, 000 
15, 825, 000 
17, 783, 000 


64, 455, 000 


11, 886, 000 
5, 054, 000 
11, 976, 600 
11, 042, 000 


39, 958, 000 


1, 762, 904, 000 
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DEFICIENCY AUTHORIZATIONS 


In titles I, IJ, and III of the bill are found items which amend 
prior public Jaws so as to increase the authorizations for projects, 
the initiation of which was authorized in past years. These amend- 
ments, for the most part, are to defray deficiencies in authorizations 
previously granted and are necessary because of the general rise in 
construction costs throughout the world. In only one instance, that 
relating to the movement of the San Jacinto Ordnance Depot, is any 
increase in the scope of a project involved. 


RESERVE COMPONENTS 


All of the details relating to the construction for Reserve com- 
ponents contained in this bill appear later in the report. The com- 
mittee felt that the report should be divided in this fashion since the 
types of construction items for the reserve components and the con- 
siderations dictating the requirements for such are for the most part 
unrelated to the regular military construction program. 


STATUS OF MILITARY CONSTRUCTION AUTHORIZATION 


In order that the House may review the status of all military 
construction authorization through fiscal years 1948 to date, the 
following summary is prov ided (all figures represent $1,0 000 0,000) : 
































| Army | Navy | Air Force Total 
Total authorizations, fiscal year 1948 through fiscal | 
Aa eee 4,401 3, 734 12, 168 20, 303 
Less unfunded authorizations repealed and rescinded 
I Ee nt a wri eawinn mere j —6§29 —324 —1,119 —2, 072 
Less estimated unfunded authorization to be repealed 
by sec. 5060f Public Law 85-241 ......-...........-..... —51 —17 —164 — 232 
Less appropriations, fiscal year 1948 through fiscal 
NE I chs ccc sce arta te tir cede boson i ham edna —3, 358 —3, 012 —9, 617 —15, 987 
Less dollar equivalent of counterpart fund pesetas 
utilized through fiscal year 1958......................- 0 — 26 —53 —79 
Residual authorization to be available at end 
fiscal year 1958__.. : 363 355 1, 215 1, 933 
Additional new authorization propo sed. by ‘fiscal | yes ar 
I sr an ecti “ +347 +301 +-986 +1, 634 
Increases in prior year’s authorization ‘Proposed: by 
fiscal year 1959 bill__- , preted Coen kite a ae es +14 | +16 +18 +48 
Total of fiscal year 1958 residual and proposed 
fiscal year 1959 authorizations_..-............--- 724 672 2, 219 3, 615 
Less unfunded authorization to be repealed by sec. 507 
oo 6 8 ee eee —168 | —73 —787 —1,028 
Less proposed fiscal year 1959 ap propri: ie. ese —34l | —360 —992 —1, 693 
Less counterpart fund pesetas proposed for utilization 
Cg eS a eee eee 0 —15 —25 —40 
Residual authorization to be available at end 
Pe IN I ag oe a ee 215 224 415 854 
| 








Residual authorization 


The foregoing tabulation illustrates that the amount of residual 
authorization available to the three military departments is being 
steadily reduced each fiscal year. This means that each year the 
lowest priority projects are eliminated through the annual rese ission 
of unfunded authorizations over 4 years old. (Sec. 507 of this year’s 
bill will change the 4 years to 3 years and thereby speed up the process 
of resc ission.) Consequently, the balance of residual authorization 
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left available is steadily being reviewed, and consists of both urgently 
needed projects, and other projects for which the requirement has 
changed due to revisions in missions and weapons. 

The military departments are each using part of their annual con- 
struction appropriations to assure continued progress on the most 
urgent of these residual projects. The balance of their annual appro- 
priation is applied to essential new authorizations. It is necessary 
that a proper balance and control be maintained between these two 
segments of the program, so that construction can satisfactorily pro- 
ceed on both residual nd new authorization, at a rate which is in 


proper relationship to the funds the Defense Department can make 
available for military construction. 


Limitations on new authorizations 


In order to achieve this, the amount of new authorization granted 
this year has been closely limited and consists mainly of additional 
increments on projects already underway, items required to support 
new weapons dvealigunaideh and essential modernization of our bases. 


Titte I—Army 


BRIEF OF AUTHORIZATIONS 
Title I (Army): 


Inside continental United States... .. 5... kee $112, 218, 000 

Outside continental United States... ...........-..- ee 8, 732, 000 

i ne 8 en ee on AL ee 201, 121, 000 

Sec. 103 (locations not specified) _....................----- 10, 000, 000 
Total 


So oats rts ce car etre hs ce ka 332, 071, 000 


The Army would be authorized $332,071,000 in this bill exclusive 
of the authorities contained in sections 105, 106, 107, 108, and 109. 
The new authorization granted herein is approximately $38,968,000 
more than that authorized for the fiscal year 1958. 


A general résumé of major components included in the new author- 
ization total follows: 


Guided missiles 


The sum of $209.7 million, or 63 percent of the total request is 
directly related to the area of guided missiles. Construction for 
missiles falls into three groups: The surface-to-air missile program for 
defense of our key bases and our metropolitan and industrial centers 
in the United States and our key military installations overseas 
$147.0 million, including $6.3 million for logistic support facilities; 
research, development and test facilities for missiles $45.7 million; 
expansion and modernization of facilities at specialized schools for 
the training of personnel in the operation and maintenance of surface- 
to-air and surface-to-surface missiles for a total of $17.0 million. 


Overseas areas 


The sum of $36.3 million or 10.9 percent of the total request for 
construction requirements in overseas base-rights areas (exclusive of 
surface-to-air missiles). This authorization will fulfill an urgent and 
high priority requirement for operational and logistic type facilities in 
support of United States Army Forces deployed in Europe and the 
Far East, in accordance with mutual defense agreements, as well as 
the Signal Corps’ and Army Security Agency’s worldwide missions. 
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Troop housing 

The sum of $35.9 million or 10.8 percent for troop housing in the 
continental United States and overseas areas, including $26.3 million 
for permanent barracks, messes, and battalion administrative and 
supply buildings to accommodate 9,790 enlisted men, and $3.2 million 
for permanent BOQ spaces to accommodate 372 officers. The remain- 
ing $6.4 million will provide 3,644 semipermanent barracks spaces 
and 663 BOQ spaces at temporary installations in the continental 
United States and in overseas areas. 


Army aviation 

The sum of $8.4 million, or 2.5 percent for construction in support 
of Army aviation at major installations throughout the United States 
and in overseas areas. 
Medical facilities 

The sum of $6.6 million, or 2.0 percent for the construction of 
hospital and medical facilities, to include $5.3 million for 2 permanent 
type hospitals. 
Categories of construction 

A breakdown of the program by broad categories is as follows: 


Program by categories 


{In thousands] 





Continental 

















Category |United States} Overseas Total 
' 

1. Operational and training facilities : Sducnuwe $26, 832 $968 $27, 800 
2. Maintenance and production facilities__ shania os 11, 134 410 11, 544 
8. Research and development and test facilities - -- - 14, 899 |._- 14, 899 
4. Supply facilities___- . ‘ 167 3, 783 3, 950 
5. Hospital and medical facilities. __- a 6, 488 | 225 6, 713 
6. Administrative facilities__.. ; saci tlhe 9,172 7380 9, 952 
7. Housing and community facilities : end ‘ 40, 156 1,081 41, 237 
8. Utilities and ground improvements.- - -- -- ; ; | 2, 872 1,478 4, 350 
eee : ‘ i 498 7 505 

ite ne. ; 112, 218 | 8, 732 120, 950 
Classified a ‘ . ; 128, 468 72, 653 201, 121 
UCU Dee, CONN TORINO ooo a center ccuvacessbbusenscndulstecspen . — 10, 000 

2 d ikewkeowbomes | 240, 686 | 81, 385 332, 071 


PROGRAM BY MAJOR ACTIVITIES 


A description of the program by major activities and the missions to 
be served follow: 


Technical services 

Ordnance Corps.—The assigned mission of the Ordnance Corps, 
under the direction of the Deputy Chief of Staff for Logistics, is to 
support Army combat forces by the provision of all weapons, ammuni- 
tion, combat vehicles, ordnance general supplies, and train personnel to 
furnish specialized ordnance services of tbe types needed, when and 
where needed. This element of the program totals $25,393,000 for 
construction at 5 installations, to include operational and training 
facilities, research, development and test facilities, administrative 
facilities, medical facilities, troop housing, community facilities, and 
utilities, representing 7.6 percent of the program. 
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Quartermaster Corps.—The Quartermaster General, under the 
Deputy Chief of Staff for Logistics, develops, provides and services 
food, clothing, petroleum (except field and higher echelon mainte- 
nance ‘of pipelines), aerial supply equipment, other quartermaster 
equipment, supplies, maintenance and services for the Army, and, as 
assigned, for the Navy, the Air Force, and the Marine Corps; provides 
for the disposal of Army surplus personal property, as assigned; and 
provides for the care and disposition of the remains and personal 
effects of deceased personnel of the Army and as directed or agreed 
upon, of the Navy, Air Force, or Marine Corps, and for general super- 
vision of the operation of national cemeteries. Included in the program 
for the Quartermaster Corps is $4,630,000 for construction at 1 instal- 
lation to include operational and training facilities, and troop housing, 
representing 1.4 percent of the program. 

Chemical Corps.—The mission of the Army Chemical Corps, under 
the direction and control of the Deputy Chief of Staff for Logistics, is 
to provide support to the Department of Defense (Army, Air Force, 
and Navy including the Marine Corps) in the fields of chemical, bio- 
logical, and radiological (CBR) warfare, including smoke, flame, and 
incendiaries, and materiel and equipment. This mission carries with 
it a responsibility to assure that the Army achieves a realistic capa- 
bility for operations in both offensive and defensive CBR warfare. 
This segment of the program totals $2,846,000 for the construction of 
troop housing and utilities at 2 installations, representing 0.9 percent 
of the program. 

Signal Corps.—The primary mission of the Signal Corps under the 
direction of the Deputy Chief of Staff for Logistics is to provide com- 
munication and pictorial services for the United States Army, world- 
wide, and for other components of the Department of Defense as 
directed. The Signal Corps element of the program totals $9,098,000 
for construction of operational and training facilities, maintenance 
facilities, research, development and test facilities, administrative 
facilities, troop housing and utilities at 1 installation, representing 
2.7 percent of the program. 

Corps of Engineers—The Corps of Engineers, a technical service 
and a combat arm, is the construction agency for the Department of 
the Army whose Chief reports to the Deputy Chief of Staff for Logis- 
tics. The Chief of Engineers is the commander of the Corps of 
Engineers and the senior engineer staff officer of the Department of 
the Army, and as such is in charge of the entire military-civil works 
program of the Corps of Engineers. Construction proposed for the 
Corps of Engineers totals $1,913,000 for construction at 1 installation 
to provide operational and training facilities representing 0.6 percent 
of the program. 

Transportation Corps—The Transportation Corps, a technical 
service under the direction of the Deputy Chief of Staff for Logistics, 
provides or secures transportation services for the Army, Navy, and 
Air Force. This element of the program totals $3,634,000 for con- 
struction at 1 installation to provide operational and training facili- 
ties, administrative facilities, troop housing, and utilities representing 
1.1 percent of the total program. 

Medical Corps.—The Army Medical Service, headed by the Surgeon 
General who reports to the Deputy Chief of Staff for Logistics, 
furnishes the Army Establishment, and when appropriate, members 
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of other uniformed services, medical and dental care, hospitalization, 
evacuation, preventive medicine, veterinary and other services 
essential to the maintenance of health. This program will provide 
$862,000 for construction of 1 Medical Corps installation of troop 
housing, representing 0.3 percent of the total program. 
Continental United States Armies 

First United States Army.—The mission of the commanding general, 
First United States Army, a continental United States Army com- 
mand, whose area includes the States of Connecticut, Maine, Massa- 
chusetts, New Hampshire, New Jersey, New York, Rhode Island, 
and Vermont is to command the 11 installations and 6 subinstallations 
within the Army area, including responsibility for operations, security, 
training, administration, and logistical support of the active Army 
units and activities assigned or attached to the Army; furnish limited 
administrative and logistic al support to additional installations com- 
manded by the chief of an administrative service or technical service 
of the Department of the Army; provide for administrative and logis- 
tical support to units of the Army Air Defense Command; be responsi- 
ble for organization, administration, training, logistical support, and 
recruiting “of the Reserve components which include United States 
Army Reserve, Reserve Officer Training Corps (ROTC) and, within 
limitations, National Guard; prepare plans for and conduct opera- 
tions in internal security, military assistance to civilian authorities 
during emergencies, ground defense, mobilization, and other specific 
missions as directed; such as maintaining designated units of the stra- 
tegic Reserve for rapid deployment; be responsible for joint actions 
with Air Force and Navy relative to recruiting, induction, operations, 
training, and matters of mutual interest within First Army Area. 
The program includes $3,920,000 for construction at 2 installations 
in the First Army area, to provide operational and training facilities, 
troop housing and utilities, representing 1.2 percent of the program. 

Second United States Army.—The mission of the commanding 
general, Second United States Army, a continental United States 
Army command, whose area includes the States of Delaware, Kentucky 
Maryland, Ohio, Pennsylvania, Virginia, and West Virginia, is to 
command the 10 installations and 2 subinstallations within the Army 
area, including responsibility for operations, security training, admin- 
istration, and logistical support of the Active Army units and activities 
assigned or attached to the Army; furnish limited administrative and 
logistical support to additional installations commanded by the chief 
of an administrative service or technical service of the Department of 
the Army; provide for administrative and logistical support to units 
of the Army Air Defense Command; be responsible for organization, 
administration, training, logistical support, and recruiting of the Re- 
serve components, which include United States Army Reserve, Reserve 
Officers’ Training Corps (ROTC), and, within limitations, National 
Guard; prepare plans for and conduct operations in internal security, 
military assistance to civilian authorities during emergencies, ground 
defense, mobilization, and other specific missions as directed, such as 
maintaining designated units of the strategic Reserve for rapid deploy- 
ment; be responsible for joint actions with Air Force and Navy relative 
to recruiting, induction, operations, training, and matters of mutual 
interest within Second Army area. This element of the program con- 
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tains $3,331,000 for construction at 4 installations, to provide opera- 
tional and training facilities, supply facilities, hospital facilities, 
family housing, real estate and utilities, representing 1 percent of the 
program. 

Third United States Army.—The mission of the commanding 
general, Third United States Army, a continental United States Army 
command, whose area includes the States of Alabama, Florida, Georgia, 
Mississippi, North Carolina, South Carolina, and Tennessee, is to 
command the 9 installations and 1 subinstallation within the Army 
area, including responsibility for operations, security, training, ad- 
ministration, and logistical support of the Active Army units and 
activities assigned or attached to the Army; furnish limited adminis- 
trative and logistical support to additional installations commanded 
by the chief of an administrative service or technical service of the 
Department of the Army; provide for administrative and logistical 
support to units of the Army Air Defense Command; be responsible 
for organization, administration, training, logistical support, and 
recruiting of the Reserve components, which include United States 
Army Reserve, Reserve Officers’ Training Corps (ROTC), and, 
within limitations, National Guard; prepare plans for and conduct 
operations in internal security, military assistance to civilian authori- 
ties during emergencies, ground defense, mobilization, and other 
specific missions as direct ed, such as maintaining designated units of 
the strategic Reserve for rapid deployment; be responsible for joint 
actions with Air Force and Navy relative to recruiting induction, 
operations, training, and matters of mutual interest within Third 
Army area. The program includes $10,974,000 in support of Third 
United States Army at 5 installations, to provide operational and 
training facilities, maintenance facilities, hospital and medical facili- 
ties, administrative facilities, troop housing, family housing, and 
utilities, representing 3.3 percent of the program. 

Fourth United States Army.—The mission of the commanding 
general, Fourth United States Army, a continental United States 
Army command, whose area includes the States of Arkansas, Louisiana 
New Mexico, Oklahoma, and Texas, is to command the 8 installations 
and 2 subinstallations within the Army area, including responsibility 
for operations, security, training, administration, and _ logistical 
support of the Active Army units and activities assigned or attached 
to the Army; furnish limited administrative and logistical support to 
additional installations commanded by the chief of an administrative 
service or technical service of the Department of the Army; provide 
for administrative and logistical support to units of the Army Air 
Defense Command; be responsible for organization, administration, 
training, logistical support, and recruiting of the Reserve com- 
ponents, which include United States Army Reserve, Reserve Officers’ 
Training Corps (ROTC), and, within limitations, National Guard; 
prepare plans for and conduct operations in internal security, military 
assistance to civilian authorities during emergencies, eround defense, 
mobilization, and other specific missions as directed, such as main- 
taining designated units of the strategic Reserve for rapid deploy- 
ment; be responsible for joint actions with Air Force and Navy 
relative to recruiting, induction, operations, training, and matters of 
mutual interest within Fourth Army area. There is included in the 
program $21,219,000 for construction at 3 installations of operational 
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and training facilities, maintenance facilities, supply facilities, admin- 
istrative facilities, troop housing, and utilities, representing 6.4 
percent of the total program. 

Fifth United States Army.—The mission of the commanding general, 
Fifth United States Army, a continental United States Army com- 
mand, whose area includes the States of Colorado, Illinois, Indiana, 
Iowa, Kansas, Michigan, Minnesota, Missouri, 'N ebraska, North 
Dakota, South Dakota, Wisconsin, and Wyoming , Is to command 
the 11 installations and 1 subinstallation within the Army area, in- 
cluding responsibility for operations, security, training, administration, 
and logistical support of the Active Army units and activities assigned 
or attached to the Army; furnish limited administrative and logistical 
support to additional installations commanded by the chief of an 
administrative service or technical service of the Department of the 
Army; provide for administrative and logistical support to units of 
the Army Air Defense Command; be responsible for organization, 
administration, training, logistical support, and recruiting of the 
Reserve components, which include United States Army Reserve, 
Reserve Officers’ Training Corps (ROTC), and, within limitations, 
National Guard; prepare plans for and conduct operations in internal 
security, military assistance to civilian authorities during emergencies, 
ground defense, ‘mobilization, and other specific missions as directed, 
such as maintaining designated units of the strategic Reserve for 
rapid deployment; be responsible for joint actions with Air Force 
and Navy relative to recruiting, induction, operations, training, and 
matters of mutual interest within Fifth Army area. The Fifth Army 
element of the program totals $2,943,000 for construction at 3 in- 
stallations, to provide operational and training facilities, troop housing 
family housing and utilities, representing 0.9 percent of the total 
program. 

Sizth United States Army.—The mission of the commanding general, 
Sixth United States Army, a continental United States Army com- 
mand, whose area includes the State of Arizona, California, Idaho, 
Montana, Nevada, Oregon, Utah, and Washington, is to command the 
10 installations and 10 subinstallations within the Army area, including 
responsibility for operations, security, training, administration, and 
logistical support of the Active Army units and activities assigned or 
attached to the Army; furnish limited administrative and logistical 
support to additional ‘installations commanded by the chief of an 
administrative service or technical service of the Department of the 
Army; provide for administrative and logistical support to units of the 
Army Air Defense Command; be responsible for organization, adminis- 
tration, training, logistical support, and recruiting of the Reserve com- 
ponents, which include United States Army Reserve, Reserve Officers’ 
Training Corps (ROTC), and, within limitations, National Guard; 
prepare plans for and conduct operations in internal security, military 
assistance to civilian authorities during emergencies, ground defense, 
mobilization, and other specific missions as directed, such as main- 
taining designated units of the strategic Reserve for rapid deployment; 
be responsible for joint actions with Air Force and Navy relative to 
recruiting, induction, operations, training, and matters of mutual 
interest within Sixth Army area. The program provides $9,027,000 at 
5 installations in the Sixth Army area, for operational and training 
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facilities, maintenance facilities, supply facilities, troop housing, 
community facilities, real estate and utilities, representing 2.7 percent 
of the total program. 


Other continental United States areas 


The Military Academy.—The United States Military Academy, 
West Point, has the mission of instructing and training the Corps of 
Cadets, so that each graduate shall have the qualities and attributes 
essential to his progressive and continuing development throughout 
a lifetime career. as an officer of the Regular Army. The Army’s 
program contains $5,844,000 for construction of troop housing, medical 
facilities, and community facilities at the Academy, representing 1.8 
percent of the total program. 

Armed Forces Special Weapons Project—The Armed Forces Special 
Weapons Project is an agency of the Secretary of Defense and of the 
three military departments. Its mission is to furnish support to the 
departments in the field of atomic weapons by providing technical, 
logistical, and training services. The AFSWP responsibilities include 
national stockpile sites: Sandia Base at Albuquerque, N. Mex., a field 
command at Sandia Base, and the project headquarters. Construc- 
tion in the amount of $273,000 is included in the program, or 0.1 
percent at 5 installations to provide maintenance facilities, community 
facilities, and utilities. 

Tactical installations support.—These facilities provide the close 
logistical support for tactical defense installations in the continental 
United States. This element of the program totals $6,311,000 at 
various installations, or 1.9 percent of the program, to provide main- 
tenance facilities. 


Overseas permanent and general areas 


Alaskan area.—The Alaska Command provides the ground and 
antiaircraft defense and logistic support of military bases in Alaska 
and operates the Army Arctic Test Center. The program includes 
$7,000 for real estate at one location. 

Pacific Command area.—The primary missions assigned to the Army 
in the Pacific are to assist in the ground defense of Korea by providing 
forces and logistic support thereof, to provide ground forces within 
the area of responsibility of the commander in chief, Pacific, to train 
and maintain all elements including Army Reserve components, to 
utilize resources provided for the conduct of planning required in 
support of the combined forces in the Pacific, and to provide for and 
maintain the security and combat readiness of assigned forces. The 
program for this command totals $4,662,000 or 1.4 percent of the 
program for construction in Hawaii and Korea of operational and 
training facilities, maintenance facilities, supply facilities, family 
housing, troop housing, community facilities, and utilities. 

United States Army, Europe.—This element of the program totals 
$4,063,000 for continuance of construction of the line of communica- 
tion in France. The mission of the LOC is to provide logistical support 
for the combat forces of the United States Army stationed in Germany. 
The construction is for various installations, will provide operational 
and training facilities, maintenance facilities, medical facilities, admin- 
istrative facilities, supply facilities, and utilities and ground improve- 
ments. It represents 1.2 percent of the total program. 
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Section 102 


This section includes $201,121,000 or 60.5 percent of the program 
for the establishment and development of classified Army installa- 
tions, worldwide. 


Section 103 


This section includes $10 million or 3 percent of the program and 
will permit construction made necessary by changes in missions, new 
weapons developments, new and unforeseen research and dev elopment 
requirements or improved production schedules w hen deferral of such 
construction for inclusion in the next military construction authoriza- 
tion act would be detrimental to the interests of our national security. 


Section 104 


This section authorizes the following: Construction or acquirement 
by lease or otherwise of 934 units of family housing for occupancy as 
public quarters overseas pursuant to the provisions ‘of the Agricultural 
Trade Development and Assistance Act of 1954 (68 Stat. 454) or 
through other commodity transactions of the Commodity Credit Cor- 
poration, and construction of 9,916 units of family housing for occu- 
pancy as public quarters at 35 locations, and at various “Army Air 
Defense Command stations in accordance with the provisions of title 
IV of the Housing Amendments of 1955 (69 Stat. 646), as amended. 


Sections 105, 106, 107, 108, and 109 


These sections provide amendments to Public Law 209 of the 83d 
Congress, Public Laws 161 and 968 of the 84th Congress, and Public 
Law 85-241 of the 85th Congress, increasing authorizations granted in 
these laws at certain installations. These ‘amendments, for the most 
part, are necessary to defray deficiencies in authorization granted in 
fiscal years 1954, 1956, 1957, and 1958, brought about basically by the 
general rise in construction cost indices throughout the world. 


Section 106 


This section provides an amendment to Public Law 534 of the 83d 
Congress, increasing authorization granted in that law for the Point 
Aux Pins Area Ammunition Terminal, Alabama-Mississippi. This 
amendment is necessary to defray the deficiency in authorization 
granted in fiscal year 1955, brought about basically by the authori- 
zation granted by section 110 hereof requiring the relocation of San 
Jacinto Ordnance Depot, Tex., to the Point Aux Pins area, Alabama- 
Mississippi. 

Section 110 


The House will recall that 2 years ago, the Military Construction 
Act authorized studies relating to ordnance storage areas including 
the San Jacinto Ordnance Depot i in Houston, Tex. Again, this year 
the committee’s attention was directed to this perplexing problem i in 
connection with the San Jacinto Ordnance Depot. 

As was pointed out 2 years ago, many of these storage and outloading 
facilities were established as a consequence of urgent needs brought on 
by war. Sites were selected on the basis of immediacy of need and 
sometimes without regard to the ultimate problems which would arise 
because of their location. It is understandable that the problems of 
the moment, that is, the quick movement of ammunition, bombs, etc., 
to our forces was paramount. In some instances these facilities were 
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established in areas that were already reasonably developed or obvious- 
ly susceptible to rapid development. In other instances the facility 
may have been well located at the time of its original selection but the 
expansion of the country, and particularly the industrial expansion, 
has placed ammunition storage too close to industrial or habitation 
areas. 

It is for the foregoing reasons that the committee inserted in the bill 
language requiring that the San Jacinto Ordnance Depot be moved 
from its present location. The site selected for the relocation is the 
Point Aux Pins Area in Alabama-Mississippi. The establishment of a 


facility of this kind in this area was authorized in the 83d Congress by 
Public Law 534. 


Land acquisition 


The committee notes that the Army has continued to make most 
commendable progress in minimizing requests for the acquisition of 
new lands. Aside from land required for surface-to-air missile air 
defense in the continental United Srates, and 487 acres of contaminat- 
ed acre, purchase of which is necessary to protect the surrounding 
community, there are only 2 land-acquisition projects included for a 
total of 63.6 acres to be acquired in fee title at a cost of $361,000. 


Titte II—Navy 


BRIEF OF AUTHORIZATION 
Title II—Navy: 


Inside continental United States__...............--.------ $217, 363, 000 
Outside continental United States.___.._...........-..---- 16, 384, 000 
SR a sinh wicks ie bce Kid iy hued hc bata aes ee oe ee 75, 301, 000 
GY CONMEFUOUON:... < aos nocd eh avg eckn ncaa’ toe 10, 000, 000 

SOUR. 65s cnase eel diedé ee eae ae 319, 048, 000 


The Navy would be authorized $319,048,000 in this bill for new 
public works, and an increase of $15,825,000 to compensate for in- 
creased costs to construct public works which had been authorized in 
previous years. This bill would authorize $18,563,000 less than in 
fiscal year 1958. It is noted that $421 million of unused authorization 
from previous years exists at the beginning of fiscal year 1959. The 
Navy estimates that, with the execution of its construction program 
and estimated rescissions, only $247 million of unused authorization 
will exist at the beginning of fiscal year 1960. 

Modernization 

The Navy’s program is an incremental part of its continuing long- 
range program to modernize its Shore Establishment to meet the 
requirements of new and advancing weapons systems and technology. 
Included is the replacement of obsolescent and deteriorated facilities. 
The committee agrees that personnel facilities adequate to provide 
satisfactory living conditions are an essential part of the program 
in order that the highest type of officers and enlisted men be motivated 
toward a career in the Nav y- 


Long Beach Naval Shipyard 


The bill would authorize protection measures against flooding at 
the Long Beach Naval Shipyard in the amount of $6 million, subject 
to the determination by the Secretary of the Navy that action taken 
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to stop subsidence is effective. ‘This is an increase from the $500,000 
submitted by the Navy for minimum protection against flooding 
until 1960. This action was taken in the light of a California State 
law providing for pressurization of the oilfield with salt water. The 
Secretary of the Navy would be directed to determine that action is 
effective in preventing further subsidence, otherwise only minimum 
measures to prevent flooding, in the amount of $500,000 is to be ac- 
complished. 


Harvey Point, Lemoore, and Towers Field 

The incremental development of the new naval seaplane facility, 
Harvey Point, N. C., would continue at $11,215,000, and the Naval 
Air Station, Lemoore, Calif., at $15,823,000. The Naval Auxiliary 
Air Station, Mayport, Fla., would be provided with facilities to ac- 
commodate aircraft carriers and escorts in the amount of $9,892,000. 
This is the commencement of a program to convert this auxiliary air 
station into a naval base, which mission it now performs. The bill 
provides $17,666,000 as the second increment of the naval air facility, 
John H. Towers Field to be developed at Andrews Air Force Base. 
This is a decrease of $855,000 from that submitted by the Navy for 
certain common use facilities which should be examined carefully to 
determine their absolute necessity. When completed, the Navy will 
transfer to the new facility all aviation activities now at the naval 
air station at Anacostia. The committee desires that this new ac- 
tivity be named naval air facility, John H. Towers Field, Andrews 
Air Force Base. 

As part of the Towers Field project, it had been planned, by addi- 
tional land acquisition and lengthening and improving its runway, to 
use Webster Field for practice landings of jet aircraft. Further study 
by the Navy, however, showed that by developing a dual runway at 
the Naval Air Station, Patuxent River a much safer operation for 
these high pertormance aircraft would result. This dual runway 
would cost approximately the same as the planned expansion at 
Webster Field. For these reasons, plus the advantages to be gained 
by building up at a fully operational station and the fact that no land 
acquisition would be necessary, it was determined preferable to im- 
prove at Patuxent River rather than at Webster Field. 

Pacifie missile range 

The development of the Pacific missile range would be provided in 
the amount of $13,841,000. Under an agreement among the services 
the Navy is responsible for general management, and provides facili- 
ties for common use. Pursuant to this agreement, and to enhance 
Navy missile research, development, and test, facilities would be 
located at Cooke Air Force Base, the missile facility, Point Arguello, 
San Nicolas Island, and Naval Air Station, Point Mugu. 


Charleston (S. C.) drydock 


The committee noted that the Navy has no modern drydocks in the 
southeastern part of the United States. In view of the increasingly 
high level of operations in this area, it is considered that the Navy 
should be authorized to construct a drydock at the Naval Shipyard, 
Charleston, S. C., in the amount of $10 million, and this item was 
added by the committee. It was further determined that there is an 
urgent need to replace some of the unsatisfactory temporary barraeks 
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at the Naval Auxiliary Air Station, Kingsville, Tex., and the com- 
mittee recommends this additional item in the authorization bill in 
the amount of $1,041,000. 


Pier and dredging, San Diego. 


In view of the phased replacement of the Essez class aircraft carriers 
in the fleet, the committee considers that action should be taken now 
to provide for berthing for the deeper draft Forrestal class aircraft 
carriers at San Diego. Accordingly, an item for a pier and dredging 
has been introduced in the amount of $7 million. 

In section 202 the committee considers that the Navy should be 
authorized an increase in classified facilities to be constructed in the 
amount of $10,300,000. This action has been taken after careful ex- 
amination of the project involved, which is considered to be essential 
for national defense. 

The Navy submission included authorization to construct unnamed 
public works in the amount of $25 million. This would provide for 
requirements not now foreseen, but which could not be deferred to 
be included in the next military authorization construction act. The 
committee considers that this provision is justified in principle, but 
that authorization in the amount of $10 million is adequate for this 
purpose. 

The bill would authorize the Navy to construct 8,308 units of 
family housing under Capehart legislation at locations in the United 
States and its possessions, and 543 units of family housing to be 
financed from surplus commodity credit, at 4 locations in foreign 
countries. ‘The committee considers that the Navy’s program of 
family housing is conservative, providing an average of 55 percent of 
the requirements of the various stations involved. Criteria for the 
provision of family housing are: station isolation and inadequate 
community housing support. Associated with the housing program 
of the Navy, the committee considered that the Navy should be 
authorized to acquire Wherry housing projects at the following loca- 
tions: Whiting Field, Fla., 96 units; “and Green Cove Springs, Fla., 
392 units. These items were added by the committee. The Navy 
Department requested authorization to acquire the 385 unit Wherry 
housing project at Indian Head, Md. The committee recommends 
that these ac quisitions be authorized. 

The Navy presented a well justified program, and the committee 
considers that the authorization requested is the minimum necessary 
to discharge its mission in the defense of the United States. Such 
modifications as were made to the Navy submission are intended to 
improve the program, and they result in a net increase of $17,988,000 
of authorization. It is well integrated to the requirements for 
support of the Navy’s combat forces. Addressed to weapons sys- 
tems or objectives which have a combat readiness connotation, 
facilities will support: 


Submarine and antisubmarine warfare- 


re .... $55, 599, 000 

Striking power 59, 989, 000 
Guided missiles____- 0 : << 28, & £40, 000 
Training____ : ieee 25, 095, 000 
Personnel support 43, 359, 000 
tesearch and development L 62, 853, 000 

General support of operating forces ...-- 33, 313, 000 


l;mergeney construction 


: 10, 000, 000 


Grand total___- i cee eet ae wee 319, 048, 000 
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The committee examined the program submitted by the Navy 
thoroughly, and interrogated Navy representatives in detail. With 
the modifications outlined above it is approved by the committee, 
and consists of 11 classes of facilities as follows: 

1. Shipyard facilities, $20,506,000 

Shipyard facilities are required for protection of existing facilities, 
and to support operations of new type submarines and large, modern 
aircraft carriers 

This class of facilities is composed of 7 line items at 4 Continental 
activities and 1 line item at 1 overseas location. A major project 
consists of two line items at New London, Conn., one of which will 
augment the berthing facilities at this submarine base for the newer 
nuclear submarines, and another designed to improve communications 
and thus render more efficient and economical the control of subma- 
rines by the Atlantic Submarine Type Commander. A project for the 
temporary oceanographic research facility at Cape May, N. J., will 
guard that installation against erosion of the beach opposite it until a 
permanent station in a more protected location can be established. 

A dredging project at the San Francisco Naval Shipyard will permit 
the access by Forrestal class carriers to dry dock No. IV at times other 
than high tide, and will, in addition, provide needed berthing space 
alongside certain of the piers for ships of this class. It will permit 
homeporting of one of these large carriers at a west coast operating 
base for the first time. A project for the Naval Submarine Base, 
Pearl Harbor, T. H., will provide a storage building for the storage and 
ready issue of compressed high energy fuel in support of submarines 
oe submarine and antisubmarine weapons. 


. Fleet base facilities, $4,255,000 


Fleet base facilities include 2 projects required at 2 east coast sta- 
tions in support of uniformed personnel and the fleet. 

The first of these two projects is at the United States Naval Station, 
Newport, R. I. It consists of two line items at an estimated cost of 
$1,709,000. ‘The first item is for provision of a messhall at a cost of 
$1,048,000. It will replace the present deteriorated wood structure 
which was built in World War II as a temporary facility. The second 
item is for construction of an enlisted men’s service club, at a cost of 
$661,000, to accommodate fleet and shore-based personnel on liberty 
in this community where recreation and amusement facilities are 
limited for the large number of enlisted men involved. 

The second project is at the United States Naval Base, Norfolk, 
Va., for dredging an area in the Elizabeth River approaches to the 
naval base piers at an estimated cost of $2,546,000. It is required to 
minimize danger of grounding or collision when docking or undocking 
large carriers of the Navy’s striking force. 

3. Aviation facilities, $118 ,390,000 

The aviation shore activities are required for training naval aviators, 
for supporting the operating forces, including the Marine Corps, and 
for research and development in the aeronautical field. The projects 
in the bill under the sponsorship of the Bureau of Aeronautics are 
designed to enable the Naval Aeronautical Shore Establishment to 
attain its mission and to improve safety of air operations. 
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Aviation facilities comprise approximately 40 percent of the Navy’s 
program dollarwise. This class includes 128 line items at 26 air stations. 

The aviation facilities are composed of five groups of air stations. 
The first group consists of 17 line items at 3 naval air training sta- 
tions. These items provide for the third increment in the development 
of the air training stations at Meridian, Miss.; for the construction 
of an outlying field for the Auxiliary Air Station at Whiting Field, 
Fla.; and the construction of a barracks for the maintenance crews 
at NAS, Kingsville, Tex. 

The second group, the fleet support air stations, consists of 50 line 
items at 11 stations. Included are second increments and additional 
items for development of the master jet field at Lemoore, Calif.; 
second increment and additional items for a seaplane facility at 
Harvey Point, N. C.; and line items including land acquisition for 
the development of Naval Auxiliary Air Station, Mayport, Fla. 
Projects are included for liquid oxygen facilities at 4 stations, optical 
landing system installations at 3 stations, and a jet engine main- 
tenance shop at NAS, Cecil Field, Fla. 

The third group consists of 6 line items at 4 Marine Corps Air 
Stations and Air Facilities. These items include extension of the 
runway and land acquisition at Marine Corps Air Station, Beaufort, 
S. C.; a radar air traffic control center and supply storehouse at 
Marine Corps Air Station, Cherry Point, N. C.; aircraft parking 
aprons for belicepters at Marine Corps Air Facility, New River, 
N. C., and Santa Ana, Calif.; and fuel storage facilities at Marine 
Corps Air Facility, New River, N.C. 

The fourth group of 2 special-purpose air stations includes 38 line 
items. Projects for the first of these stations will develop the Naval 
Air Facility, John H. Towers Field at Andrews Air Force Base, and 
provide nearby facility for landing practice at NAS Patuxent, Md. 
This will permit flight operations to be transferred from the Naval 
Air Station, Anacostia. Projects for the second station continue 
development of the Naval Air Missile Test Center, Point Mugu, 
Calif., and include 3 line items for San Nicolas Island and 5 items for 
the extension of the Pacific Missile Range, operating from the former 
Army Camp Cooke. 

The final aviation facilities group are 17 line items at 6 existing air 
stations. The program includes a third increment for fac ilities at 
Roosevelt Roads where guided-missile training for the Navy operating 
forces of the Atlantic Fleet is to be carried on. Another major item 
in the group provides for the extension of a runway at Naval Air 
Station, Guam, in order to safely handle jet-type aircraft. The other 
projects will continue the development of strategic overseas naval air 
facilities. 

Supply facilities, $5,544,000 

The Bureau of Sivtislion and Accounts’ shore facilities provide 
worldwide supply support to the fleet. Supply centers and depots 
replenish warships directly and through fleet issue ships and tankers, 
which, in turn, deliver underway to the fleet wherever deployed at sea 
Navy materials are furnished naval installations such as shipyards 
and bases, air stations, training centers, etc. The procurement, 
inventory, and financial control of over a million items of repair parts 
and consumable supplies is performed with business machines located 
at the supply control offices and depots. 
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This group of projects will provide a rehabilitated and improved 
steam system for receiving, storing, and issuing petroleum products to 
the fleet at the Naval Supply Depot, Newport, R. I., the first increment 
of an underground petroleum storage facility for the Pacific flect at 
the Naval Supply Depot, Guam, and the building alterations to install 
electronic data processing machines for stock and invé ntory control 
at the Naval Supply Centers, Oakland, Calif., and Norfolk, Va. 


Marine Corps | facilities 86,. 195,000. 

T he mission and purpose of the Marine C orps shore facilities are to 
support the Marine Corps combat forces in order that they may be 
maintained in readiness to engage promptly and effectively in combat 
operations with continuing maximum efforts devoted to cumulative 
improvements in readiness at all levels. 

The Marine Corps is subject to call on short notice to deploy its 
forces, ranging in size from a few men to a division, to any _ of the 
world for cuard duty, to quell a disturbance, or to participate in full- 
scale war. Consequently, the marines must be highly trained in am- 
phibious and other means of warfare, and compete ntly led. Constant 
training is necessary to obtain and retain proficiency. This group of 
projects consists of 11 line items at 6 continental Marine C orps activi- 
ties. Facilities will be prov ided for maintenance of Marine equipment 
pe support and training of personnel. 


Ordnance facilities, $18,177,000 

tape objective of the military construction program of the Bureau 
of Ordnance is to provide and keep modern facilities ashore for effec- 
tive support of the fleet and for the conduct of research, design, de- 
velopment, limited production, test, and evaluation materials, com- 
ponents, assemblies, and systems principally in the fields of rockets, 
missiles, and underwater ordnance. 

This program contains 13 line items at 12 continental locations. 
Seven of these items totaling $2,661,000 or 14.6 percent of the ord- 
nance program are at activities doing important research and develo- 
opment work on missiles; 3, totaling $3,356,000 or 18.5 percent of the 
program, are guided- missile support faciliti ies, 2, totaling $1,774,000 
or 9.7 are ke of the program, are antisubmarine weapon support 
facilities; 1, for $86,000 or one-half of 1 percent of the program, is for 
support of ‘conventional weapons; and 1 classified project for $10,- 
300,000 or 56.7 percent of the ordnance program. 

7. Service school facilities, $26,717,000 

The Bureau of Naval Personnel is responsible for the procurement, 
distribution, training, education, discharge, promotion, and retire- 
ment of Navy personnel, and for the processing and maintenance of 
records of Navy personnel. 

This group of projects consists of 8 line items at 8 locations. They 
provide for training and support facilities. Included is the sec ‘ond 
increment for extension of Bancroft Hall at the Naval Academy to 
alleviate the longstanding problem of the crowded living conditions 
of the midshipmen. Also included are items to provide facilities to 
train personnel in the fields of nuclear power propulsion and guided 
missiles. 
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8. Medical facilities, $8,503,000 

There are two line items at the National Naval Medical Center, 
Bethesda, Md. These items will provide for replacement of inade- 
quate or temporary medical facilities, and new facilities for radiation 
exposure evaluation. 
9. Communication facilities, $40,572,000 


The mission of naval communications is to provide required reliable, 
secure, rapid communications primarily for control of the operating 
forces, and secondarily to facilitate the administration of the Naval 
Establishment. 

In the group of projects for communications facilities are one 
continental project and three overseas projects. 

The continental project at the United States Naval Radio Station, 
Washington County, Maine, will provide very low frequency trans- 
mitting facilities to support the operation of submarine forces, surface 
forces, and special communication functions in the North Atlantic 

and Arctic areas. 

The program for communications facilities at overseas activities 
consists of three projects which will provide facilities to house radio 
receiving equipment which will permit vital area coverage for a 
special ship-shore communications net. Facilities will be ‘installed 
at Asmara, Eritrea; Londonderry, North Ireland; and Port Lyautey, 
ere fo projects are essential to operations under the con- 
trol of the Navy in the North Atlantic and Mediterranean areas. 
10. i of Naval Research, $60,192,000 

Public works sponsored by the Office of Naval Research are for the 
purpose of providing adequate facilities for conducting scientific 
research and development in the fields of nuclear physics and radio 
astronomy. 

There are only 2 line items at 2 continental locations in this group. 
The first line item for $192,000 will provide for an additional floor in 
the 3-story laboratory building at the Naval Research Laboratory, 
District of Columbia, to provide needed space to further research in 
the nuclear field. The other line item will provide facilities for the 
Naval Radio Research Laboratory at Sugar Grove, W. Va. 

11. Yards and Docks facilities, $890,000 

The shore activities of the Bureau of Yards and Docks (a) receive, 
store, and issue construction materials and packaged overseas base 
utility and public-works systems; (6) operate and maintain facilities 
at major naval bases; and (c) supervise construction of the Navy 
and, if required, the Air Force public-works program. 

This group of two line items will provide (a) an augmented water- 
supply system, alleviating a critical water shortage and a substandard 
fire-protection system, and (6) an additional facility to correct an 
inadequate electric power system. Both items are for the Atlantic 
Fleet’s Naval Base, Guantanamo Bay, Cuba. 

The committee also approved 17 amendments to prior authoriza- 
tions of public works. It considered that the various factors con- 
tributing to higher costs in today’s construction market warrant the 
requested increases in authorization. The amount approved totals 
$15,825,000. 
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Tirte ITI—Arr Force 


BRIEF OF AUTHORIZATIONS 


Inside continental United States (sec. 301)_..__._._----_-_-_------ $536, 218, 000 
Outside continental United States (sec. 301)_.._.._..__.___-___---- 123, 654, 000 
NNR MON eg og as a wine nie Sees Slaw malate Sawa eee 287, 500, 000 
Unforeseen construction (sec. 305)... 2... <see caee e ee 10, 000, 000 
a a le i at 957, 372, 000 
ns OOM e WONG, IO) oo oir wenn nese c ne enaaeoawn 4, 372, 000 
tel Aer AL OPBERAON ce no oo nes coca eden ied 961, 744, 000 
Increased authorization for prior years’ projects (secs. 305, 306, 
UO i ah ac are el aa il is a ay ah 13, 411, 000 


Total amount of Air Force authorization. ..........--_-- 975, 155, 000 


The Air Force would be authorized $957 ,372,000 in this bill to pro- 
vide for the construction of new facilities at 160 major installations, 
of which 109 are inside the United States and 51 are outside the 
United States. The bill also provides facilities at a number of 
installations and sites, including operational sites for strategic, defense, 
and tactical missiles, off-base navigational aids, aircraft control and 
warning system sites, and facilities at classifie dlocations. In addition, 
the bill provides an increased authorization in the meee of $4,372 000 
for the Air Force Academy by amending Public Law 325, 83d Congress. 
Finally, the bill provides an increase of $13 ,411,000 in authorization 
in prior years’ laws to cover the increased costs of certain approved 
projects. The Air Force will have a major force structure of 117 
wings by the end of fiscal year 1958. The fiscal year 1959 military 
construction program of the Air Force includes the minimum facilities 
to provide an operational capability to the forces planned at end 
fiscal year 1961. 

A breakout of the Air Force authorization request is contained in 
the following table: 








Command | Authorized | Percent 
| amount of total 
Inside the United States: Thousands 
Air Defense Command_.--.--- nda ktividinnnave ein ctieaee th hieecntacake $66, 738 6.9 
re IN 5. 5 5 ss. cheaeeh She geebbdikin aha eecmeeel | 34, 595 3.6 
Air Research and Development Command. --....-.-..---..--.....--..----- | 28, 270 3.0 
Air Training Command.-_--_-_----- scentiels pitein hii te minis ie ca en odkal a diel | 23, 090 2.4 
Continental Air Command. ; L joatherclaaiaes Baan ene 13, 566 1.4 
Headquarters Command _--- ‘ cascada ito Rl aed ein heen 18, 937 2.0 
Military Air Transport Service as rei vimasaddacan acts | 7, 276 my 
In CLC eI tec clad cialen thai Aba Riced sdb | 164, 298 17.1 
Tactical Air Command. ae pidseeoune cecal a 15, 819 1.6 
Special facilities____- sib bgand atten setibod nade RAE eke 563 : 
Aircraft control and wi arning g system Aub heasickhd. boapiiansteen cidade asain cain 163, 066 17.0 
Total, inside the United States eed kek once e eee | 536, 218 55.8 
Outside the United States: } 
Air Materie] Command_. : iacioitilaha chet pniiiinin adh ilies eee ne 696 am 
Alaskan Air Command..-_--- ee Sceatwous waitin ainatenl 26, 416 2.7 
Caribbean Air Command... a cakekeendbaanes Sia Leh cneeeded 1, 540 .2 
Military Air Transport Service whitoal in icdiew a pcannieeabenaaeceaniee 5, 347 5 
Pacifie Air Forces__- schctialsicmuanieaaiion psp ceingitebighaiatle ts adstntiol 16, 671 1.7 
Strategic Air Command._______.-....--..------------- i dangeaal te ai ina ca 23, 582 2.4 
United States Air Forces in Europe ‘ les ; cikcadiadaeal 19, 952 2.1 
Aircraft control and warning system ; Reeve eae ae ee sabi | 29, 135 3.0 
Special facilities___....-- — eed citenianenl 315 om 
Total, outside the United States_- én Scie deh pe lle caplet saedolawattnanidk Cecelia 123, 654 12.8 
Sec. 302: Ballistic, strategic, and defense missiles ; aif 287, 500 29.9 
Sec. 303: Unforeseen construction_-................------- bi ‘ 10, 000 1.0 
Sec. 309: Air Force Academy . ‘ ; 4, 372 5 


Total new authorization-___- 





AUTHORIZING MILITARY CONSTRUCTION 21 


AIR DEFENSE COMMAND 


The mission of this command is to provide for the air defense of 
the continental United States. 

This program contains a request for $66,738,000 and provides oper- 
ating facilities at 17 locations. 

Included within the total of $66,738,000 is an amount of $30,881,000 
to provide facilities in support of Stratetic Air Command heavy 
bomber and/or tanker squadrons at 9 locations, an amount of $842,000 
to provide support facilities for SAGE at 2 locations, and an amount 
of $520,000 to provide support facilities for Military Air Transport 
Command at 1 location. 

The remainder of the Air Defense Command program, totaling 
$34,495,000, provides facilities required to support the basic mission. 

Facilities in support of the Air Defense Command are also included 
in the Air Research and Development Command for $762,000, the 
Air Training Command for $2,191,000, the Military Air Transport 
Service for $222,000, the Strategic Air Command for $6,652,000, and 
the Tactical Air Command for $836,000. 


AIR MATERIEL COMMAND 


The mission of the Air Materiel Command is to (1) provide ade- 
quate and efficient systems of procurement, production, maintenance, 
and supply for the United States Air Force; (2) provide general over- 
all logistical support for all activities and agencies for the United 
States Air Force; (3) train specialized units for accomplishment of 
specified ligistics functions in overseas areas and theaters; and (4) 
train individuals requiring a long training lead time to fill require- 
ments of air-depot-type units scheduled for activation and to filk 
replacement requirements. This program contains a request for 
$34,595,000 for Air Materiel Command and provides facilities at 
12 locations. 

Included within the Air Materiel Command total program are fa- 
cilities for Air Materiel Command depot supply and maintenance 
requirements totaling $8,142,000. The SAC mission at 3 AMC 
locations requires a total of $8,788,000, and there are Research and 
Development requirements at 1 AMC location estimated to cost 
$6,500,000. The remainder of the program is composed of items to 
satisfy the basic Air Materiel mission requirement. 


AIR RESEARCH AND DEVELOPMENT COMMAND 


The mission of the Air Research and Development Command is to 
attain and maintain qualitative superiority by the following proce- 
dures: (1) Conduct or supervise scientific and technical studies re- 
quired for the accomplishment of Air Force missions; (2) seek new 
basic knowledge from which improved aeronautical equipment, ma- 
terial, weapons, and techniques can be developed; (3) undertake the 
development and recommend the adoption of appropriate new and 
improved devices and systems for the conduct and support of air war- 
fare, including aircraft, missiles, weapons, techniques, and procedures 
applicable to Air Force purposes; (4) perform employment and suit- 
ability testing of aircraft, guided missiles, navigational aids, compo- 
nents, and material. This program contains a request for $28,270,000 
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for Research and Development Command and provides facilities at 
10 locations, including 3 auxiliary sites. 

Included within the Air Research and Development Command 
total program are facilities for research, development, and testing 
totaling $5,971,000; Air Defense fighter-interceptor squadron at 1 
base totaling $481,000; Air Defense missile training at 2 bases totaling 
$531,000; and a SAC mission at 1 location totaling $3,116,000. The 
remainder of the program is composed of items to support the basic 
ARDC mission requirement. Facilities in support of the Air Re- 
search and Development Command are also included in the Air 
Materiel Command program in the amount of $6,500,000. 


SCHOOL OF AVIATION MEDICINE 


Under this heading, authority has been provided in the amount of 
$12 million for facilities for the School of Aviation Medicine. This 
item is dealt with in more detail later in the report. 


AIR TRAINING COMMAND 


The mission of the Air Training Command is to provide flying 
training leading to an aeronautical rating; aircrew training; basic 
and advanced technical training leading to an Air Force specialty; 
basic military training; mobile training, and such other training as 
may be directed by the Chief of Staff, USAF. This program contains 
a request for $23,090,000 for Air Training Command and provides 
facilities at 18 locations. 

Included in the above total is $16,056,000 which provides facilities 
for the basic Air Training Command mission. Facilities are also 
included to accommodate SAC missions totaling $4,843,000, and an 
Air Defense Command mission for $2,191,000. 


CONTINENTAL AIR COMMAND 


The mission of the Continental Air Command is to discharge within 
the continental United States field responsibilities of the USAF Chief 
of Staff with respect to Reserve forces for the Air Force that are 
assigned to Continental Air Command, including supervision and in- 
spection of Air National Guard; domestic emergencies, and miscel- 
laneous administrative functions; and, in event of war or other emer- 
gency, to mobilize units and/or individuals of the Air Force Reserve 
that are assigned to the Continental AirCommand. This program con- 
tains a request for $13,566,000 and provides facilities at 3 locations. 

Included in the program is $1,805,000 for facilities at the School of 
Aviation Medicine, Brooks Air Force Base; the second increment of 
phased operational facilities to support a SAC mission at Clinton 
County Air Force Base totaling $11,589,000 and $172,000 for a heating 
plant at Dobbins Air Force Base. 


HEADQUARTERS COMMAND 


The mission of the Headquarters Command is to provide pro- 
ficiency flying, training, housekeeping and support of United States 
Air Force personnel in the Washington area. Specifically, this com- 
mand provides administrative and logistic support for the USAF 
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Headquarters Squadron, for those Air Force units stationed within 
the Washington area where inherent organizational structure does 
not permit other support, and such other missions as may be directed 
by the Chief of Staff, USAF. This program contains a request for 
$18,937,000 for Headquarters Command and provides facilities at 
one location, primarily to allow the moving of combat readiness 
training (CRT) activities from Bolling Air Force Base to Andrews 
Air Force Base. 


MILITARY AIR TRANSPORT SERVICE 


The mission of the Military Air Transport Service is to provide: 
(1) airlift required in support of approved joint war plans; (2) sched- 
uled airlift for the Department of Defense within the continental 
United States, between the continental United States and overseas 
areas, and between and within overseas areas as directed by higher 
authority; (3) worldwide air transport, air weather, airways and air 
communications and air rescue service systems; (4) flight service 
within the Zone of Interior; (5) organization and training of air 
resupply and communications services; (6) supervision and control 
and maintenance of primary facilities required for performing its 
assigned mission; and (7) theater jurisdiction in overseas areas where 
MATS units are stationed but which are outside the jurisdiction of 
any theater commander. This program contains a request for 
$7,276,000 for Military Air Transport Service and provides facilities 
at 4 locations. 

Included within the Military Air Transport Service total program 
are facilities for Air Defense missions costing $222,000; facilities for 
United States Navy Air Transport squadrons at 1 base, costing 
$626,000; facilities for SAC tanker missions at 2 bases, costing 
$4,668,000. The remainder of the program is composed of items to 
satisfy the basic MATS mission requirements. 


STRATEGIC AIR COMMAND 


The mission of this command is to organize, train, equip, administer, 
and prepare a force capable of conducting strategic air operations in 
accordance with directives and policies issued by Headquarters, 
United States Air Force. This program contains a request for $164,- 
298,000 for the Strategic Air Command and provides facilities at 
40 locations. 

Included in the Strategic Air Command program is an amount of 
$70,929,000 to provide alert capability at 15 heavy-bomber bases, 
and 15 medium-bomber bases. An amount of $22,380,000 is requested 
to provide additional facilities required at 10 heavy bomber home 
bases. Of this amount, approximately $3,400,000 is requested for 
facilities necessary to convert Beale Air Force Base to a heavy bomber 
home base and approximately $8 million is included for airfield 
pavement strengthening and replacement. An amount of $4,888,000 
is requested to provide additional facilities necessary at 6 heavy 
bomber dispersal bases included in prior programs. An amount of 
$15,552,000 contained in this program provides for construction of 
the second increment of facilities at Richard 1. Bong Air Force Base. 
In addition, $11,417,000 is provided for the relocation of a Strategic 
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Air Command tanker squadron on a joint-utilization basis with the 
Navy at Brunswick Naval Air Station, Brunswick, Maine. 

An amount of $148,000 will provide facilities to support SAGE. 
An amount of $3,799,000 is requested to accommodate redeploy ment 
of air defense fighter missions at 3 bases. In addition, $2,853,000 is 
included to provide required facilities for air defense rilesibiss at 
7 Strategic Air Command bases. 

The remainder of the Strategic Air Command program, amounting to 
$32,332,000 will provide for items required to support the basic mis- 
sion throughout the entire command. 

In addition to the program specified in the foregoing paragraphs, 
facilities to support the Strategic Air Command are included within 
other major Zone of Interior commands as follows: 


RD EIR ETS i oi a secede eal Sk ee aS ena ie we $28, 749, 000 
I od “15, 288, 000 
Air Research and Deve lopme ae _. 8,116,000 
er Trem tOmmnenG _ |... ede ck ween a eae 4, 843, 000 


Continental Air Command ss css echo va ce ee a ode 11, 589, 000 
Beery nar eeensnort Gervioe:. .: =... 35 3 ses iwc Lee cesee,. 4, 668, 000 
aT I i a ie ee 5, 677, 000 

This authorization requested within other commands amounts to a 
total of $73,930,000. 


TACTICAL AIR COMMAND 


The mission of the Tactical Air Command is to organize, equip, 
train, and administer the forces assigned or attached, to participate 
in tactical air operations, including light and tactical bombardment, 
day fighter, fighter bomber, tactical missiles, troop carrier, recon- 
naissance and support units; maintenance of liaison with Continental 
Army Command and the determination of the amount of Tactical 
Air Command resources to allocate for the training of Air Force and 
Army personnel and units in air-ground operations; and maintenance 
of a capability and development of plans for the deployment of 
mobile atomic strike forces for use in tactical air operations in any 
area of the world independent of or in concert with other land, air, 
naval and/or amphibious forces. This program contains a request for 
$15,819,000 for Tactical Air Command and provides facilities at 
7 locations. 

Included within the Tactical Air Command total program are 
facilities for operational and base support items totaling $7,546,000. 
The balance of the program provides facilities for a mission at 2 loca- 
tions for $5,677,000 and an ADC mission at 1 base costing $2,596,000. 


SPECIAL FACILITIES (ZONE OF INTERIOR) 


This section contains special facilities of an operational nature 
amounting to $563,000. These facilities will support a classified 
mission and they are to be ae ‘ted at three locations. Two loca- 
tions have not been firmly selected. The third location, although 
selected, is classified. 


AIRCRAFT CONTROL AND WARNING SYSTEM, ZONE OF INTERIOR 


The aircraft control and warning system is the ground environment 
portion of the air defense system. The aircraft control and warning 
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function is to detect and identify all airborne objects, evaluate the 
threat, commit and control weapons such as manned interceptors 
and missiles for the destruction of enemy targets. The Zone of In- 
terior aircraft control and warning portion of this program totals 
$163,066,000. This section consists of the following programs: 

The first program will provide $100 million for the initiation of an 
extensive radar improvement program. This program will provide 
for electric power, utilities, radar towers and real estate to support 
new and highly improved radar equipment. ‘This will improve identi- 
fication capabilities as well as decreasing enemy capabilities to effec- 
tively utilize electronic countermeasures against our radars. The 
construction involved in this type of radar improvement consists pri- 
marily of the procurement and installation of enclosed radar towers 
and the provision of large quantities of electric power for operation 
of the newer high-powered radars. 

The next program will provide $27,029,000 to construct SAGE 
direction centers. This request will provide for five direction centers 
as an increment toward the completion of the total SAGE program. 

The next program provides $1,456,000 for SAGE support type 
facilities. Specifically, this item will construct operational type facili- 
ties at four locations, maintenance facilities at one location, supply 
facilities at 3 loc ations, administrative facilities at 4 locations, person- 
nel facilities at 2 locations and utilities at 2 locations. 

The next program provides $4,232,000 for SAGE communications 
facilities. This will furnish communications receivers at 19 locations, 
communications transmitters at 21 locations, and addition to the 
aircraft control and warning operational buildings at 21 locations. 

The next program provides $13,466,000 for various facilities at 
aircraft control and warning sites throughout the Zone of Interior. 
This program will construct 5 new manned aircraft control and warn- 
ing sites and 8 new unmanned automatic radar stations (gap fillers). 
In addition, it provides various support and personnel facilities for 
existing sites inside the United States. 

The last program provides $16,883,000 for construction of the Air 
Force portion of a Joint-Army-Air Force operated missile defense 
center system in the United States. Present plans call for a number 
of centers in this system, also known as the Missile Master, with the 
Air Force being the host at some centers and the Army being the 
host at others. This request will provide technical and support 
facilities at the Air Force locations and technical facilities only at the 
Army locations. 


AIR MATERIEL COMMAND (OVERSEAS) 


The mission of the Air Materiel Command is to provide adequate 
and efficient systems of procurement, production, maintenance and 
supply for the United States Air Force; provide general overall logis- 
tical support for all activities and agencies of the United States Air 
Force; train specialized units for the accomplishment of specified 
logistics functions in overseas areas and theaters; and, train indi- 
viduals to fill requirements of newly activated air depot units and re- 
placement requests. 

This program contains a request for $696,000 and provides facilities 
at one location. 


27428—58——-4 
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ALASKAN AIR COMMAND 


The mission of the Alaskan Air Command is to organize and conduct 
the air defense of Alaska and provide early warning to the United 
States and Canada. This command supports the Strategic Air Com- 
mand, Military Air Transport Service, COMALSEAFRON, the 
United States Army, and the northwest route to the Orient. This 
program contains a request for $26,416,000 for the Alaskan Air 
Command and provides facilities at 3 bases and 7 various locations. 

Included within the Alaskan Air Command total program are 
facilities at 6 locations totaling $12,503,000 for ground control intercept 
‘adar stations related to the western extension of DEW line and the 
air defense system; Air Force security service mission at 2 locations 
totaling $13,193,000; the remainder of the program is composed of 
items totaling $720,000 to sat isfy the basic mission requirement. 


CARIBBEAN AIR COMMAND 


The mission of the Caribbean Air Command is to provide supervi- 
sion, guidance, and administrative control of the USAF missions in 
Latin America; provide supervision, guidance, and administrative con- 
trol of the Air Force phase of the mutual defense assistance program 
(MDAP) for Latin American countries: conduct a USAF school for 
Latin America; provide logistic support for air attachés and USAF 
missions in Latin America; provide airlift within Latin America for 
the inter-American geodetic survey team and provide administrative 
control of the United States Air Force Section, Joint Brazil-United 
States Military Commission. This program contains a request for 
$1,540,000 for the Caribbean Air Command and provides facilities 
at one base. 


MILITARY AIR TRANSPORT SERVICE (OVERSEAS) 


The mission of the Military Air Transport Service is to provide 
aircraft required in support of approved joint war plans; scheduled 
airlifts for the Department of Defense between the continental United 
States and overseas areas; between and within overseas areas; world- 
wide air transport; air weather: airways and air communications: air 
rescue service systems; and organization and training of air resupply 
and communications service and all elements thereof. This program 
contains a request for $5,347,000 for the Military Air Transport 
Service and provides facilities at three various locations. 

Included within the Military Air Transport Service program are 
facilities for the Military Air Transport Service to satisfy the basic 
mission requirements totaling $4,507.000 at 3 locations, and facilities 
in support of the SAC mission totaling $840,000 at these same 3 
locations. 

PACIFIC AIR FORCES 


The mission of the Pacific Air Forces is to conduct tactical air 
operations, the air defense of Japan, Ryukyus, Mariannas, Hawaii, 
and the United States installations in the Philippines; provide air 
transportation for combat troops, other personnel and supplies in the 
Pacific and Far East areas: and, to provide logistic support to PACAF 
and SAC forces. This program contains a request for $16,671,000 
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for the Pacific Air Forces and provides facilities at 2 bases and 11 
various locations. 

The Pacific Air Forces program includes facilities for a classified 
operational mission at 2 locations totaling $7,050,000, a mobile radio 
squadron at 1 classifie d _ ‘ation for $857,000 and a fighter mission at 
1 loc = for 8 $203,000; 1 project for $116,000 in support of the SAC 
mission; $839,000 in support of overseas Military Air Transport 
Service at 1 location. The remainder of the program totaling $7 ,606,- 
000 is composed of items to meet the basic Pacific Air Forces mission 
requirements. 

Included in the Strategic Air Command are facilities for $343,000 at 
Andersen Air Force Base, Guam, in support of fighter interceptor 
aircraft at this base. 


STRATEGIC AIR COMMAND (OVERSEAS) 


The mission of this command is to organize, train, equip, admin- 
ister, and prepare a force capable of conducting strategic air operations 
in accordance with directives and policies issued by Headquarters, 
United States Air Force. This program contains a request for 
$23 ,582,000 for the Strategic Air Command and provides facilities at 

2 Air Force bases and 8 various locations located in Great Britain, 
Greenland, Guam, Morocco, Newfoundland, Puerto Rico, and Spain. 

Included within Strategic Air Command program are facilities 
to support MATS operations totaling $342,000 and at 3 locations 
projects for support of tenant fighter interceptor aircraft totaling 
$1,073,000, broken down as follows: $343,000 Pacific Air Forces and 
$221,000 Air Defense Command overseas. The remainder of the 
program is composed of items to satisfy the basic SAC mission require- 
ments. In addition to the program outlined above, facilities to 
support the Strategic Air Command are included within the MATS 
overseas program in the amount of $840,000 and Pacifie Air Forces in 
the amount of $116,000. 


UNITED STATES AIR FORCES IN EUROPE 


The mission of the United States Air Forces in Europe is to support 
the Supreme Allied Commander, Europe; United States Commander 
in Chief, Europe, and the other component commanders under 
USCINCEUR in their assigned missions; to fulfill responsibilities 
assigned the Joint Chiefs of Staff in areas not included in either the 
NATO or USCINCEUR’s area of responsibility, and to support com- 
manders operating directly under the Joint Chiefs of Staff. This 
program contains a request for $19,952,000 for United States Air 
Forces in Europe and provides facilities at 30 locations. 

Included in the program are facilities to support aircraft control and 
warning activities at 4 locations totaling $672,000; mobile radio squad- 
rons at 3 locations totaling $5,101,000; 6 locations for ammunition 
ny aoe and rocket assembly totaling $2,298,000: fighter aircraft at 

3 locations totaling $3,870,000; fighter bomber aircraft at 5 bases 
sit aling $544,000; troop carrier aircraft at one location totaling $964,- 
000; tactical reconnaissance aircraft at 1 location totaling $ $232,000; 
facilities at 3 bases totaling $2,822,000 in support of tactical guided 
missiles; and, medical facilities at 2 locations totaling $682,000; also 
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included are 250 family units at 2 locations. The remainder of the 
program, totaling $2,767,000, is composed of items to satisfy the basic 
USAFE mission requirement. 


AIRCRAFT CONTROL AND WARNING SYSTEM OVERSEAS 


The overseas aircraft control and warning portion of this program 
totals $29,135,000. Of this, $25,000,000 is for the eastward extension 
of the DEW line and $4,135,000 is for electric power, heated auto 
storage, dormitories, and utilities at various aircraft control and 
warning sites. 


SPECIAL FACILITIES—VARIOUS LOCATIONS 


This section covers special facilities at various overseas locations 
totaling $315,000 for 4 classified projects at 4 locations. 

The requirement for each facility is dictated by the progress of 
technical developments pertinent to the accomplishment of the 
mission. 

RATIO OF CONSTRUCTION IN OVERSEAS AREAS 


Of the $123 million shown for outside the United States, $31,189,000 
are in United States Territories and possessions, and $48,881,000 are 
for projects on the North American Continent which directly contrib- 
ute to continental defense. This leaves only $43,584,000 or less than 
5 percent of the total program for projects in what we would term 
“foreign” countries. This annually decreasing ratio of foreign con- 
struction in the Air Force program is in line with the progress being 
made to improve the intercontinental strike capability of the Strategic 
Air Command and the increased contributions of their self-defense by 
our allies. 


Category distribution of Air Force fiscal year 1959 military construction authorization 











Total Percent of 
(thousands) total 

od min ni canenemninaaakeanecuna $238, 079 24.9 
Maintenance and production___-___--- debt é Ree teeaca cea aten 63, 680 6.6 
pe ee Ee eee aah 12, 471 1.3 
NT, ckt.d okt eubddanceewasodsa Sei tanhitonrw tae arcakaad adie Scere ete teak detain 37, 347 3.9 
Hospital and NER RLA Papi ooo DN ga et de SR te 18, 593 1.9 
Administrative. ee at A ea a eee ee ee, Chet oe eee 4, 495 5 
Housing and community__ es et ea lee cits aaa ~ nee aenn 62, 007 6.5 
RIGsEeeee Oise STOUG LITO VOTIOIS..... n,n nnn nec ccn cn cccnccacccsasncs 78, 486 8.2 
III et tt eh eee ee stk eS ee bebe 1, 341 oid 
Real estate improvements... -- Eke tiecnnbe a tad oe elaine ede tials Sa og 685 ol 
DN en CEMREE 2 TL IT EE BE Ae 440, 188 | 46.0 

aa i a pa a ea i a mee mtd abell 957, 372 | 100.0 





1 This item consists principally of ballistics, strategic, and defense missile facilities; radar improvements 
and the new radar-gap filler sites; DEW line; authorization for the School of Aviation Medicine at Brooks 
AFB, Tex., and authorization for unforeseen construction. 


BALLISTIC, STRATEGIC, AND DEFENSE MISSILES 


The Air Force program provides a total of $287,500,000 for facilities 
for ballistic, strategic, and defense missiles. This amount includes 
authorization for construction of operational Atlas facilities at one 
additional location, not yet firmly selected, and support facilities for 
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both the previously programed and the new Atlas site. It also in- 
cludes authorization for the construction of hardened facilities for the 
Titan ICBM. In addition, the fiscal year 1959 program provides for 
construction of operational facilities for the intermediate range ballistic 
missile at oveseas locations and for test and training facilities for 
both the ICBM and the IRBM at Cooke Air Force Base. This 
package also contains facilities for the Hounddog and the Quail air- 
to-surface missiles carried by Strategic Air Command bombers to 
provide them with greater penetration capability. The package also 
provides facilities in the United States for the Goose which is a surface- 
to-surface air-breathing missile with an intercontinental range. Fa- 
cilities for the Goose missile also were authorized in fiscal year 1958. 
The Air Force program also contains authorization for facilities for 
the Bomare missile. Construction of facilities for this missile was 
initiated in the fiscal year 1958 construction program at 4 locations. 
This fiscal year 1959 request will add facilities at 10 additional lo- 
cations. 
AIR FORCE ACADEMY 


Section 309 of the bill amends Public Law 325, 83d Congress, to 
provide for an increase of $4,372,000 in construction authorized for 
the Air Force Academy at Colorado Springs, Colo. The items to 
be constructed with this increased authorization consist of roadway 
facilities, erosion control and landscaping, and diesel fuel storage. 

At the present time construction of the permanent Academy is 
69 percent complete. Of the $122,234,548 under contract $78,049,000 
worth of work is in place. ‘The total amount authorized and funded 
to date is approximately $135.5 million. 


REAL ESTATE 


The Air Force seeks authorization in this program to acquire 
various identified interests in 4,491 acres of land, all inside the United 
States, at a cost of $1,341,000. These land interests are required 
primarily to extend runways at existing installations; to develop 
facilities for the guided missile programs; to establish clearances 
for flight safety in runway approac ‘h zones; to provide safety clearances 
for weapons storage facilities; and to e xpand operational and support 
facilities. In addition, certain real-estate interests, not yet firmly 
delineated, will be acquired ‘erie the authorizations requested for 
the missile programs. No withdrawals from the public domain are 
requested. The following table summarizes the identified land items 
in the program: 


Land interests in Air Force, fiscal year 1959 military construction authorization 








Interest Acres Cost 
| 
Fee purchase sia - ‘ a 1, 555 | $1, 163, 000 
Restrictive easement... ied ; edad a a ae 1, 680 8, 000. 
Clearance easement__..._._. Eke ee er oe oe 1, 017 74, 000 
Right-of-way easement. -.-_--_-- a a os" Ss 239 96, 000 


Total... ee Dae hg el ie El use 4,491 | 1, 341, 000 
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DISPOSAL OF REAL PROPERTY 


The Air Force is continuing its policy to acquire only that land 
needed for present and immediately foreseeable operations and to 
relinquish lands for which continued requirements are not foreseen. 
During calendar year 1957, the Air Force issued directives to dispose 
of 1,165,060 acres of land and 253,333 square feet of space in buildings 
in the United States. A summation of disposals by type follows: 
(1) Land returned to public domain, 29,606 acres. (2) Government- 
owned land, with improvements, 2,262 acres. This land will be 
returned to the tax rolls, resulting in increased revenue for the com- 
munities concerned. Further, the sale of this property results in 
certain moneys being deposited in the Treasury of the United States. 
(3) Leases canceled, 17.389 acres of land, and 253,333 square feet of 
space in buildings. Cancellation of these leases results in reductions 
of $689,152 per annum in lease costs, as well as considerable reductions 
in annual maintenance costs. (4) Lesser interests, such as easements 
and permits, which were canceled or otherwise disposed of totaled 
1,115,803 acres. 

FAMILY HOUSING 


Family housing for Air Force personnel remains one of the most 
important personnel facilities and bears directly upon the operating 
effectiveness, morale, reenlistment rates, and the cost of training 
replacements in terms of time, manpower, and money. 

The Air Force is making steady progress in providing housing for 
officers and upper grade airmen, particularly by means of the title 
VIII program of the National Housing Act. Of the current active 
title VIII program for 52,622 units, as of May 1, 1958, 2,706 units at 
5 locations have been completed, 18,232 units are under construction 
at 27 locations. The balance of 31,684 units are in various steps of 
a at approval, and design. 

There are certain features of the Air Force family housing program 
which differ somewhat from the practices in previous years. First, in 
compliance with the intent of Congress as indicated in section 401 of 
Public Law 85-241, August 20, 1957 (fiscal year 1958 Military Con- 
struction Authorization Act), there are no new dollar authorizations 
requested for the housing projects which are to be constructed with 
appropriated funds. Instead, unused family housing dollar authori- 
zations from prior years will be utilized to construct the family 
housing projects which are specifically requested in title III of this 
bill. This practice is followed, of course by the Army and Navy also. 

Second, the Air Force is taking action to rehabilitate those public 
quarters determined to be and declared inadequate in accordance 
with section 407 of Public Law 85-241. Under the law, such quarters 
must be improved to standards of adequacy to qualify as public garters 
with forfeiture of quarters allowances, or be : aken out of the housing 
inventory or otherwise disposed of by July 1, 1960. The first incre- 


ment of this program is scheduled to be nea ‘ed in fiscal year 1959. 

Third, authorizations to construct housing projects specifically 
by locations and numbers of units under the title VIII and surplus 
commodity programs and to acquire Wherry housing projects are 
requested in this bill in compliance with section 406 of Public Law 
85-241. 
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UNFORSEEN CONSTRUCTION 


Ten million dollars of authorization is requested in this bill for 
construction of unforseen projects, without identification to specific 
construction items or locations. This authorization will provide the 
Secretary of the Air Force authority to construct urgently required 
facilities for which requirements are not now known or firm but which 
must be initiated prior to the next military construction authorization 
act. 

Changing international conditions and operational concepts, changes 
in Air Force missions, new weapons developments, improved produc- 
tion schedules, and new or unforeseen research and development re- 
quirements often create new and additional facility requirements on 
which construction must be initiated promptly and provided in short 
periods of time in order that the weapons and systems may be effec- 
tively utilized at the earliest possible dates or by specified requirement 
dates. With present rapidly advancing enemy capabilities and 
United States technology, it is imperative that construction be pro- 
vided where needed to support the introduction of new developments 
in weapons systems and operational concepts. For the same reason, 
it is not always possible to accurately and fully foresee all such require- 
ments in time to include them in the normal annual military construc- 
tion program which would eliminate the need for emergency actions 
to produce the facilities by the time required. 

Public Law 968, 84th Congress (fiscal year 1957 program) pro- 
vided the Secretary of the Air Force with $50 million of this type of 
emergency construction authorization. Approximately $44 million of 
this authorization has been utilized and the Armed Services Com- 
mittees of the Congress so notified, and an additional $4 million is in 
various stages of processing for initiation of construction in fiscal 
year 1958. In view of recent developments and the continuing accel- 
eration of defense programs, it is anticipated that the balance of the 
Air Force available authorization for unforeseen construction will be 
fully utilized prior to the end of fiscal year 1958. 

Based upon the level of actual and planned use of unforeseen con- 
struction authorization in fiscal year 1958, a minimum of $10 million 
in new authorization is required in fiscal year 1958 to allow the Air 
Force to proceed with urgent construction which must be initiated 
ome to the time that the regular fiscal year 1960 military construc- 

tion program will be enacted into law. 


Tirte IV 


This title would authorize the Secretary of Defense to establish or 
develop installations or facilities for advanced research projects. In 
connection with the exercise of this authority, the Secretary is author- 
ized to acquire or construct facilities, acquire land, prepare sites, and 
engage in other similar activities. The title authorizes $50 million 
for these purposes. The committee inserted language which re quires 
the Secretary of Defense to report to the President of the Senate and 
to the Speaker of the House of Representatives semiannually with 
respect to the exercise of this authority. 








32 AUTHORIZING MILITARY CONSTRUCTION 


ADVANCED RESEARCH PROJECTS AGENCY 


On February 7, 1958, the Secretary of Defense issued a directive 
which gives to the Advanced Research Projects Agency the responsi- 
bility for planning and directing advanced research projects involving 
space science and technology, ballistic missile defense and other 
advanced research and development as assigned from time to time 
by the Secretary. 

The Advanced Research Projects Agency was organized to provide 
for the Department of Defense expe ,dited and forward- looking research 
programs which in the past have been retarded by the necessity for 
a formal military requirement. The organization of the Agency is in 
recognition of the importance of pushing advanced research which 
may have military applications even before it is known whether the 
results will be fruitful and how any results achieved may be used. 

By utilizing existing facilities of the military departments, other 
Government agencies, universities, and industry, it is believed that 
the Advanced Research Projects Agency can effectively carry out its 
responsibilities with a small staff of about 20 staff assistants, together 
with the necessary clerical and stenographic support. In addition, 
arrangements have been made for the Institute for Defense Analyses 
to provide scientific and technical assistance with about 25 scientists. 
In the future it is anticipated additional contracts with universities 
and industry for studies and management-type activities. 

The committee was informed that it is not intended to expand to 
a large organization that will require extensive laboratories, although 
there probably will be some modifications to existing facility complexes 
to keep from impairing effort which must be directed to more imme- 
diate development of weapons systems. The Advanced Research 
Projects Agency will wor k closely, in fact already is, with other 
elements of the Federal Government that are concerned with science 
and its application to national security. The Agency is working closely 
with other elements of the Department of Defense, with the National 
Academy of Sciences, the National Science Foundation, and the 
National Advisory Committee for Aeronautics, which, under the 
President’s plan, will become the National Aeronautics and Space 
Agency. 

While present plans do not contemplate construction of Advanced 
Research Projects Agency laboratories, need is foreseen for special- 
purpose facilities to prove out radically new concepts. In fact, 
approximately one-half of the authorization being requested is for a 
single classified project of this type of the highest priority. 


FORMULATION OF THE PROGRAM 


There are set out above what the committee considers all of the 
basic facts and figures of the Army, Navy, and Air Force construction 
programs for fise cal year 1959. Bare statistics, however, tell only 
what the program is. For the kind of understanding which the com- 
mittee feels it is obligated to convey to the House, it is necessary also 
to know the how and the why. 


Review procedure 
Every construction program presented to the Congress by the 
Department of Defense is, in the first instance, based on requirements. 
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There are differences of opinion as to what the requirements are, and 
it is these differences of opinion and approach that make the program 
when presented to the Congress the combined thinking of the best 
military and civilian minds within the Department of Defense. 

First step 


The first step in the formulation of a military construction program 
is to obtain from the field offices of the military departments the needs 
of the individual military establishments within the geographical or 
other jurisdiction of each of the field offices. These requests are con- 
sidered, in most instances, by the next echelon, or echelons, of field 
officers prior to their submission to the department concerned. 
Second step 


The next step is consideration within the Department itself. Here 
again the program goes through several processes of review, until final 
approval of the Secretary of the military department. Each of the 
Secretaries then submits his recommendations to the Assistant Secre- 
tary of Defense (Properties and Installations). The Assistant Secre- 
tary’s Office is a relatively small one, but staffed with experts in 
military construction and in fields allied to it. As the committee has 
stated in previous years, in this office, witha singleness of purpose that 
has been most encouraging to the committee, all of the programs are 
reviewed, coordinated, and assembled into a single program reflecting 
the overall construction needs of all of the military departments. 
Original program 


As originally received in the Office of the Assistant Secretary of 
De fense (Properties and Installations), the service requests for this 
year’s construction program contained in excess of 2,800 line items. 
As indicated above, these requests had been previously screened by 
appropriate divisions of the military departments. As a result of this 
detailed review, many items were eliminated or reduced in scope or 
cost. The original total dollars requested was $2,248 million. The 
sum recommended in the present bill is $1,658,491,000. (This figure 
does not include title VI (Reserve components).) 

Personal equation 


The value of any construction program is in direct ratio to the 
amount of planning, thought, and review that is put into it. These 
factors, in turn, are dependent for their worth upon the individuals 
with the responsibility for formulating and reviewing the program. 
The committee is convinced that there has been great improvement 
over the past few years in all of these aspects of the formulation of 
the military construction programs. The Department of Defense 
and its military departments have, in the opinion of the committee, 
engendered a confidence in this respect that is now deserved. 
Witnesses 


Witnesses from the Office of the Secretary of Defense, and from 
each of the military departments, were questioned most closely with 
respect to the foregoing matters, and the committee received an 
assurance, which by the end of the hearings it accepted completely, 
that every item in the bill as presented had received the closest 


scrutiny and consideration during every step toward its final sub- 


mission to the Congress. 


27428—58——_5 
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NEW BASES 


There are no new bases, in the true sense of the term, authorized 
by this bill. There are several aircraft control and warning installa- 
tions throughout the United States for which authority is provided 
in the bill. There are also some other installations which contemplate 
new and different activities but which are located immediately ad- 
jacent or close to existing bases and will receive their support from 
these existing bases. 

REAL ESTATE 


The real property under military control includes property owned, 
leased, used by permit, easement, and various occupancy rights 
(foreign base agreements). As of June 30, 1957, the military depart- 
ments controlled approximately 35 million acres of land throughout 
the world. This land, together with the improvements, had an 
original cost to the United States of $24.8 billion. 

The real estate under military control may be grouped as follows: 
27.3 million acres in the United States, together with improvements 
thereon, having an original cost of $19.5 billion; 5 million acres 
in the Territories and possessions, together with the improvements 
thereon, having an original cost of $2.6 billion; and 2.7 million acres 
in foreign countries together with the improvements thereon having 
an original cost of $2.7 billion. 

The real property acreage under military control in the United 
States consists of the following: 





Acres 
Fee-owned .. 4,669,150 
Public domain _-_ - _- : ; ; 15, 067, 168 
Temporary use_-- nesses ats sw eae dy BSE; 670 
Leased _ - ei cite son Se pace : 1. 722. 558 
Easements_---_-_-- : , cae be ie 67, 408 
Ween eS oi Sh ge eae : -wauwa Wp Oe, 9: 54 


Public domain 


Attention is invited to the fact that over half of the land under 
military control is public domain land that has never been on the tax 
rolls. Only 7,669,150 acres of land under military control have been 
removed from the tax rolls in the United States. 


Percentage of land area of United States 


The 27.3 million acres under military control in the United States is 
approximately 1.4 percent of the total land area in the United States. 
The United States Government owns 408.5 million acres of land in the 
United States or 21.5 percent of the total land area in the United 
States. 

Disposal 

The Department of Defense, the committee was pleased to hear, is 
continuing its efforts to dispose of the maximum practicable amount 
of real property, and during the period August 27, 1955, to April 1, 
1958, a total of 469 installations, or portions thereof, consisting of 
1,841,076 acres of land, representing an acquisition cost of 
$707,910,000, were determined to be excess within the meaning of 
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the Federal Property and Administrative Services Act of 1949, as 
amended. Altogether, the property so determined, and that which 
currently is being examined within the Department of Defense con- 


sists of 6,077,501 acres of land on 717 separate installations, which 
represents an acquisition cost of $1,756,932,000. 


Need for additional lands 


New weapons systems continue to be the principal user of additional 
acreage being added to our inventory. However, the use of existing 
bases for such sites, wherever available, and the use of existing bases 
for support facilities kept new acquisition to a minimum and reduced 
the cost of constructing support facilities. Some examples of this 
practice which came to the committee’s attention are the use of Camp 
Cooke, Calif., as a joint missile facility and the use of Francis’ E. 
Warren Air Force Base in Wyoming as a support location for an 
ICBM site. 

A summary of the real estate acquisitions proposed in titles I, II, 
and III of the bill is shown in the following tabulation: 


[Dollar amounts in thousands] 








Fee | Easement | Easement 
acquisition! Fee cost | acquisition | cost Total cost 
| (acres) } (acres) } 
| | j 
Army - 3, 952. 89 $5, 957.0 7, 845. 00 | $4, 290 0 10, 247.0 
Navy a : 1, 337.00 2,008 0 | 399, 00 | 164 0 2, 172.0 
Air Force! : ‘ ‘ ; 2,078 41 1, 362.5 3,400 49 | 289.3 1, 651.8 
Total pee 7, 368. 30 9,327.5 | 11,644.49 | 4, 743.3 14, 070. 8 





! Land in addition to that shown above will be required for aircraft control and warning, ballistic missiles, 
and strategic missiles at various locations where the exact acreage and cost have not yet been established. 


FAMILY HOUSING 
Magnitude of need 

Currently, there are 679,000 officers and upper grade enlisted men 
who require family housing. To meet this need, there are in being or 
planned a total 515,000 adequate housing units; 173,000 private units, 
283,000 military controlled units in being or under construction, and 
59,000 units planned for construction under various programs. Thus 
the projected deficit is on the order of 164,000 units. A summary of 
requirements versus assets is set forth below. 


Military family hausing requirements and assets 











| 
Total | Army | Navy Air Force 

is Sone 

Gross requirements. -.. 678, 500 246, 400 167, 500 264, 600 
Assets (existing and under contract) _... 455, 800 154, 300 | 119, 250 182, 250 
Military controlled. ............-..-- ae 282, 800 | 110, 300 | 68, 250 104, 250 
Community support 173, 000 44, 000 51, 000 78, 000 
Current deficit 222,700| «92, 100 48, 250 | 82, 350 
Planned construction (military) .. 58, 600 | 12, 200 | 8, 550 | 37, 850 
Projected deficit ___. aa 164, 100 | 79, 900 | 39, 700 44, 500 











! Shore-based personnel only. 
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The committee wishes to point out that the 164,000 deficit figure 
does not represent a programing target. As a matter of caution the 
Departments never provide for more than 90 percent of gross require- 
ments, so that a minimum of 68,000 units should be subtracted to allow 
for this 10-percent safety factor. Furthermore, overall gross require- 
ments are expected to drop by about 20,000 units by the end of fiscal 
year 1959. Unfulfilled requirement for programing in fiscal year 1960 
and later years will therefore be on the order of 70,000 units, worldwide. 
Need for housing line items 


Section 406 of Public Law 241, 85th Congress, provided that effective 
July 1, 1958, no family housing project could be placed under contract 
unless the actual number of units involved had been specifically 
authorized by the annual military construction authorization bill. 
Therefore, there have been included in this year’s bill for the first 
time, line items for family housing to be developed under the Capehart 
and surplus commodity programs and to be acquired permissively 
under the Wherry acquisition program. A summary of the family 
housing authorizations proposed in this bill is set forth below. The 
935 appropriated fund units consist of 158 Army units and 777 Air 
Force units, mostly at foreign locations where there is no possibility 
for surplus commodity programs. ; 


| Number units} Number units} Number units 





| Capehart surplus MCA in bill | Total 
in bill | commodity | 
in bill 
BNE 6S pdalitehcneikncakenis nce htanlpncansshteenaiiendnnnieoeiaal 9, 916 | 934 | 158 | 11, 008 
INOW 5 no sen sien ence en snesacescncenecs istic 8, 308 543 0 | 8, 851 
EE linia anak trench teennalin ian crebaaenilditead | 28, 072 5, 196 777 34, 045 
NOIRE eo ee ec ee ee 46, 296 | 6, 673 | 935 | 53, 904 








In addition to the above, title I (Army) contains authority for the 
acquisition of 796 permissive Wherry units, title Il (Navy) contains 
similar authority for 873 units, and title III (Air Force), authority 
for 9,374 units. 

CONSTRUCTION CONTRACTS BY BID 


Except under unusual circumstances, all construction contracts are 
being awarded on a competitive basis to the lowest responsible 
bidder, and during the 6-month period ending December 31, 1957, 
94 percent of all work placed under contract was handled in this 
manner. Every effort is being made to continue the practices of 
advertising for bids on the open market. Reports on this important 
aspect of contracting activity will continue to be made to the Armed 
Services Committees semiannually, as required by section 505 of 
Public Law 241, 85th Congress. Placement of contracts by negotia- 
tion will be utilized only where such procurement is clearly in the 
interest of national defense. 


COMMITTEE CHANGES IN THE BILL 


H. R. 13015 is, of course, a clean bill. During the consideration of 
the original bill, H. R. 12360, the committee made some 115 amend- 
ments to it. Some of the amendments represented a large number of 
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internal changes within the item which was amended. In one instance 
in a classified portion of the bill, a single amendment in the money 
figure actually represented 22 internal changes i in that section. There- 
fore, the 115 amendments made to the original bill represents only 
those changes which were obvious on the face of the bill at the con- 
clusion of the committee’s deliberations. 

A few of the changes in the bill were made at the specific request of 
the departments. A typical example of this is the addition in the Air 
Force title of an item designated as the Brunswick Naval Air Station, 
Maine. In this instance, the Air Force will occupy, jointly with the 
Navy, this installation and will require additional facilities for the 
naval function. 

In other instances, items were added by the committee, and it is 
desired to point these instances out specifically. The first of these is: 
Fort Huachuca, Ariz. 


The committee added $5,500,000 at Fort Huachuca to complete a 
technical building at this installation. The first increment of this 
building is scheduled for completion in September of this year. The 
second and last increment inserted by the committee was proposed for 
inclusion in last year’s program but due to a limited construction 
budget and overriding priorities, it was deferred by the Army. Again 
this year it was inserted in the Army portion of the program but, 
again, due to budgetary limitations it was deferred. 

The purpose of this technical building is to consolidate and house, 
in a central building, the widely scattered technical departments 
currently occupying inadequate and improvised facilities constructed 
about 1900 and temporary wood frame structures constructed in 1942, 
Consolidation of these activities in a new modern and functionally 
designed structure is necessary to effect the efficient accomplishment 
of the technical mission. 

San Jacinto Ordnance Depot, Houston, Tex. 

The second of these is the addition of language (sec. 110) which 
will require the movement of the San Jacinto Ordnance Depot, 
Houston, Tex., from its present location to the previously authorized, 
but still unimproved, location at the Point Aux Pins area, Alabama- 


Mississippi. The details with respect to this particular addition 
appear previously in the report. 


Naval Shipyard, Charleston, S. C. 


For the Charleston Naval Shipyard, the committee inserted 
authority in the amount of $10 million to construct a drydock. The 
existing drydocks at Charleston are incapable of accommodating the 
new fleet ballistic missile submarines. Since this type of submarine 
will operate from this area, it is essential that a dock be provided of 
sufficient capacity to perform the necessary overhual and repair on 
them. This dock will be 750 feet in length and 150 feet wide and 
will be adequate to provide total services for the submarines. It 
appears that this project has recently received a high priority within 
the Navy Department but had not been included in the program 
because of rapid developments subsequent to its formulation. 


NAAS, Kingsville, Te < 


Another of these in the bill involves the construction of two bar- 
racks at the Naval Auvyiliary Air Station, Kingsville, Tex., at a cost 
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of $1,041,000. The 10 existing inadequate 172-man barracks were 
construc ted i in 1942 and are in very poor structural condition due to 
termite damage and dryrot. The buildings also constitute a fire 
hazard because of sagging, overloaded electrical wires and poor quality 
heating units. Other details have been furnished that indicate that 
the construction of these 2 barracks for 504 enlisted men are indeed 
well justified. 

NAS, San Diego, Calif. 

For the Naval Air Station, San Diego, Calif., authority in the 
amount of $7 million was added for the construction of a new marginal 
wharf and the provision of necessary utilities and services. The 
project also contemplates deepening the existing entrance channel and 
dredging a turning basin. The Forrestal class carriers are now assigned 
for operation in the Pacific. The commander, Naval Air Forces, 
Pacific, has a war facilities to be provided at the Naval Air 
Station, North Island. The existing harbor entrance channel depths 
within San Diego Harbor are too shallow to accommodate these 
carriers. Also, there does not exist in the San Diego area an acces- 
sible wharf of sufficient size equipped with adequate ‘utilities to ber th, 
refuel, and service this class of carrier. The committee asc ertained 
that if this authority were not granted, fleet logistic support for the 
naval air station would be curtailed and these aircraft carriers would 
have to be supported by tankers and supply ships, a vastly more 
costly and dangerous operation than furnishing such support at 
wharfside. 


Naval Shipyard, Long Beach, Calif. 


In this instance, the committee added $5,500,000 to the requested 
$500,000 for the Naval Shipyard, Long Beach, Calif. This shipyard 
has had an interesting recent history occasioned by its subsidence. 
At its present lowest point, the shipy ard has sunk 17 feet. The 
apparent reason for this subsidence is the withdrawal of oil from the 
Wilmington oilfield. Indeed, oil is being removed immediately below 
the shipyard itself. This withdrawal of oil has resulted in a compac- 
tion of the oil-bearing sands, with the result that not only the shipyard 
but a relatively large area of that portion of Long Beac h has sunk and 
is continuing to sink. A special study of this matter was made by a 
subcommittee of the Armed Services Committee last year, and its 
findings are set out in the printed hearings for the military construc- 
tion bill for fiscal year 1958. 

The $500,000 ed requested was for further protective works 
designed to prevent ; flooding of the shipyard. Recently the California 
Legislature passed legislation which will involve the repressurization of 
this area by the injection of salt water. It is hoped that this action 
will prevent further subsidence. Since the authorities of the State 
and of the city of Long Beach and the oil operators in that area 
appear to be joining in a cooperative effort to prevent subsidence, the 
committee felt that it should provide further impetus to this program 
by authorizing what is hoped to be the last authority for protective 
works at the shipyard. 

It is pointed out that only $500,000 of the $6 million total can be 
util zod for protective works “until the Sec ‘retary of the Navy deter- 
min °s in his judgment that sufficient action has been taken or arrange- 
ments made to arrest further subsidence of the shipyard.” 
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Classified facilities 

Also, in the Navy title, an item in the amount of $10,300,000 was 
added for classified facilities. The nature of this construction involves 
security and cannot, therefore, be described in this report. The 
committee assures the House, however, that the facilities are of a 
most important nature and would inevitably have appeared in next 
year’s program. Certain progress in other areas related to the in- 
serted item indicate that this facility should be speeded in order that 


it will be in existence when the missiles and other related items are 
ready to utilize the facility. 


School of Aviation Medicine, Brooks Air Force Base, Tex. 


This item involves the granting of authority in the amount of $12 
million to construct facilities at the School of Aviation Medicine, 
Brooks Air Force Base, San Antonio, Tex. This amount will be 
sufficient to construct seven laboratories and similar structures and 
to provide utilities and collateral equipment and provide an addition 
to the heating and air-conditioning plant. Typical of the facilities 
to be provided under this authority are a bionucleonics laboratory, a 
bioastronautics laboratory, a cellular physiology laboratory, and a 
biodynamics laboratory. 

The overall plan for the School of Aviation Medicine contemplated, 
a few years ago, a total expenditure of some $30 million for a complete 
facility. Something less than $10 million has already been authorized 
and appropriated, and the school is a functioning part of the Air Force 
at this time. It performs important work for not only the Air Force 
but for the Army and the Navy, too, and also cooperates with other 
elements of the Government whose activities in any way relate to the 
reactions on the human body of extreme speeds, gravity pull, and, 
today, space activities. Testimony given the committee by the com- 
manding officer of the school indicated that it was the only school of 
its kind in the world. The testimony further indicated, however, 
that great advances in this field have been made in the Soviet Union 
in the past several years and that there is, of course, a danger that the 
United States might fall behind in an area which is an absolute 
essential to the proper and efficient performance of man at high speeds 
within the earth’s atmosphere and, of course, of even greater essen- 
tiality in the current and projected space age. Unfortunately, in the 
committee’s opinion, the development of facilities of this kind are 
such that they frequently tend to drop from a construction program 
prior to its presentation to Congress. Always it seems that things of 
& more immediately practical nature receive precedence. The com- 
mittee is convinced that, if the United States is to stay ahead in this 
more important field, the Congress must exercise its authority to 
insure that this important type of research proceed with maximum 
vigor. 

Barksdale Air Force Base, Shreveport, La. 

At Barksdale Air Force Base, there are a large number of enlisted 
men’s dormitories which were built, in the first instance, with a con- 
templated life of only 5 years. There has been a need for some time 
for the replacement of these barracks in order to provide proper quar- 
ters for the enlisted men stationed at this base. For this reason, the 
committee added $925,000 to the Barksdale Air Force Base program 
in order to provide some of these urgently needed facilities. 
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Section 3734 of the Revised Statutes, as found in title 40, United 
States Code, sections 259, and 267, provides as follows: 


Sec. 259. No money shall be paid nor contracts made for 
payment for any site for a public building in excess of the 
amount specifically appropriated therefor. 

Src. 267. No money shall be expended upon any public 
building until after sketch plans showing the tentative de- 
sign and arrangement of such building, together with outline 
description and detailed estimates of the cost thereof, shall 
have been made by the Administrator of General Services 
(except when otherwise authorized by law) and said sketch 
plans and estimates shall have been approved by the head of 
each executive department who will have officials located in 
such building; but such approval shall not prevent subsequent 
changes in the design, arrangement, materials, or methods 
of construction or cost which may be found necessary or ad- 
vantageous: Provided, That no such changes shall be made 
involving an expense in excess of the limit of cost fixed or 
extended by Congress, and all appropriations made for the 
construction of such building shall be expended within the 
limit of cost so fixed or extended. 


TitLe V—GENERAL PROVISIONS 


These follow the pattern established in prior military construction 
acts, and a description of each is outlined below: 
Section 501 

This section is general authorizing language which has appeared 
for several years in military construction bills. It will be noted that 
the authorities granted may be exercised without regard to certain 
sections of the Revised Statutes and two sections of title 10, United 
States Code. The laws which will have no application to the con- 
struction authorized by this bill are as follows: 

Section 3648 of the Revised Statutes as found in title 31, United 
States Code, section 529, provides in part as follows: 


No advance of public money shall be made in any case unless 
authorized by the appropriation concerned or other law. 
And in all cases of contracts for the performance of any serv- 
ice, or the delivery of articles of any description for the use 
of the United States, payment shall not exceed the value of 
the service rendered, or of the articles delivered previously 
to such payment. 


There are situations in connection with public-works projects where 
it may be necessary to advance money prior to the actual receipt of 
the service or the property to be obtained. For example, where 
utilities such as power, gas, or water lines are required to be installed 
and it is necessary for a private utility company to extend its lines to 
the military installation, the military department ofttimes must 
pay for the costs of such extension. These payments are eventually 
recouped by deductions from the periodic payments made for the 
service to the utility company. However, in the strict sense, such 
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initial payment for installation costs are advance payments for the 
service rendered. 

In regard to that part of Revised Statutes 3734 as found in title 40, 
United States Code, section 259, the committee feels that the key to 
the analysis of that provision are the words “specifically appropriated 
therefor.” It will be noted that the bill permits a 5-percent (United 
States) and 10-percent (overseas) variation for projects authorized 
by the bill in order to provide necessary elasticity. It is entirely 
possible that this elasticity would be lost were the construction sub- 
ject to this section of the Revised Statutes. 

With respect to the second part of Revised Statutes 3734 found in 
title 40, United States Code, section 267, regarding the making by 
the General Services of sketch plans, outline descriptions, and detailed 
estimates of the cost of any public building, it is-not believed that 
such was intended nor should apply to the varied and multitudinous 
projects authorized by the military construction authorization acts. 
Such a requirement would place a great administrative burden on the 
General Services Administration which could only result in serious 
delay. 

Section 9774 (d), title 10, United States Code 


(d) Except when built by members of the Air Force, no 
permanent barrack, quarters, building, or other permanent 
structure may be built unless a detailed estimate of its cost 
has been submitted to Congress and a specific appropria- 
tion has been made therefor. No one may build such a 
structure without specific authority of Congress if the cost 
is more than $100,000. 


It is pointed out that detailed estimates of cost are not available in 
many cases until the project has been authorized by Congress and an 
architect and engineering contract has been let and performed. 

It will be noted also that the authority granted by this section may 
be exercised before title to the land is approved under section 355 of 
the Revised Statutes. This provision of law provides in pertinent part 
as follows: 

Section 355, Revised Statutes 


No ‘edits money shall be expended upon any site or land 
purchased by the United States for the purposes of erecting 
thereon any armory, arsenal, fort, fortification, navy yard. 
customhouse, lighthouse, or other public building of any kind 
whatever, until the written opinion of the Attorney General 
shall be had in favor of the validity of the title * * *. 


It should be clearly understood that the exception from the require- 
ment that title to land be approved by the Attorney General prior to 
the exercise of the authorities granted in this bill does not mean that 
the opinion of the Attorney General will not be obtained. It means 
merely that urgent construction can proceed prior to the rendering 
of such an opinion by him. 


Sections 502 and 508 


These sections relate merely to totals in the bill and percentage 
variations allowable in the cost of projects and repeat similar provi- 
sions in Public Law 241, 85th Congress. 


27428—5S8— 6 
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Section 504 

This section authorizes the use of existing unused authorization for 
family housing under previous Military Construction Authorization 
Acts (Publie Law 765, 83d Cong.; Public Law 161, 84th Cong.; and 
Public Law 968, 84th Cong.) to provide family housing at those 
installations for which appropriated fund family housing authorization 
is requested in this bill. 
Section 505 

Section 505 provides that whenever the President determines that 
compliance with section 2313 (b) of title 10, United States Code, would 
interfere with the authorizations granted for construction in foreign 
countries, and the Secretary of De sfense and the ( Yomptroller General 
have agreed upon alternative methods for auditing contracts for this 
construction, the President may exempt those contracts from the 
requirements of that section. The provision of law referred to is as 
follows: 

Section 2313 (b), title 10, United States Code 


(b) Each contract negotiated under this chapter shall 
provide that the Comptroller General and his representa- 
tives are entitled, until the expiration of three years after 
final payment, to examine any books, documents, papers, or 
records of the contractor, or any of his subcontractors, that 
directly pertain to, and involve transactions relating to, the 
contract or subcontract. 

Section 506 

This section relates to the awarding of contracts on a competitive 
basis, and to the requirement that the military department shall report 
to the Congress with respect to contracts awarded on other than a 
competitive basis. The first of the laws referred to is the Armed 
Services Procurement Act. The second law referred to, which is 
self-explanatory, is as follows: 

Section 15 of the act of August 9, 1955 (69 Stat. 547, 551)— 


Sec. 15. Section 3 of the Armed Services Procurement Act 
of 1947 is amended by adding at the end thereof the following 
new paragraph: 

“(¢) All bids or invitations for bids shall contain in their 
specifications all the necessary language and material re- 
quired and shall be so descriptive both in its language and 
attachments thereto in order to permit full and free competi- 
tion. Any bid or invitation to bid which shall not carry the 
necessary descriptive language and attachments thereto, or if 
such attachments are not available or accessible to all com- 
petent, reliable bidders, such bid or invitation to bid shall be 
invalid and any award or awards made to any bidder in such 
case shall be invalidated and rejected.” 


Section 507 


This section advances for 2 vears the general rescission provisions 
now contained in section 506 of Public Law 241, 85th Congress. 
This continues in effect the established policy of repealing long- 
standing military construction authorizations that have not been 
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used by the military departments. As a result, after July 1, 1959, 
only those authorizations, with certain specified exceptions, which are 
contained in public laws enacted subsequent to August 3, 1956, would 
continue to be available. Under this section, unused authorization 
that has been in effect 3 years will be automatically rescinded. 
Section 508 

Tuis section would repeal section 408 (b) of Public Law 564, Sist 
Congress, which directs the Secretary of Defense to report to the 
Congress, at the beginning of the first session of each Congress, all 
military construction authorization enacted since the 80th Congress, 
for which adequate funds have not been appropriated, and to recom- 
mend to the Congress which portions of this unused authorization 
should be rescinded. 

Under present procedures, the amount of all residual unfunded 
authorization is always reported to Congress by the Department of 
Defense in its presentation of the annual MCA bill. Therefore, as 
this information is now reported annually, the requiremeat for a 
biennial report, as specified by Public Law 564, would not appear 
necessary. 

In view of the provisions of section 507 of this bill, under which 
all unused authorization that has been in effect 3 years is ‘automatically 
rescinded, there is no longer any need to rec ommend biennially unused 
authorization to Congress for rescission. Moreover, under present 
program management procedures, large accumulations of unused 
authorizations are no longer allowed to occur. 

Section 509 

This section would extend through fiscal vear 1961, the previously 
enacted leasing authority for housing at tactical installations, so that 
Nike and other tactical site housing requirements may be met by 
utilizing existing private housing to the greatest possible extent, 
thereby reducing the necessity for construction of military quarters. 
Section 510 

Section 510 would amend section 406 of Public Law 968, 84th Con- 
gress, which authorizes land acquisition projects not exceeding $5,000, 
to authorize a new limit of $25,000 for each land acquisition project. 
In addition, the restriction of this section to projects which are urgently 
required has been eliminated. These changes are desired in order to 
better carry out the original intent of section 406, Public Law 968/84, 
which was to expedite the handling of small real estate acquisition 
projects, and to reduce the administrative workload involved in these 
small transactions. 


Section 511 

This section would add a new subsection to section 408 (a) of Public 
Law 968, 84th Congress, which would exempt small, routine construc- 
tion projects costing $5,000 or less from the present requirement that 
a determination be made that they are urgently required. The com- 
mittee found that this method of handling these minor, low-cost con- 
struction projects requires an excessive amount of administration and 
delay which would be eliminated by the change proposed in section 
511. 
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Section 512 

This section would amend section 406 of Public Law 241, 85th Con- 
gress, so as to exempt two additional categories of family housing 
from the present requirement for inclusion in the annual military con- 
struction authorization act. The reasons for the specific exemptions 
in this section are as follows: 

(1) Mandatory Wherry acquisition projects were exempted from 
the requirement for inclusion in the annual military construction 
authorization act by Public Law 241, 85th Congress. This subsec- 
tion would remain unchanged. 

(2) Leased housing is ‘proposed to be exempted because such 
housing, if acquired at all, must be acquired on short notice as the 
housing becomes available. It would be impractical to plan such 
acquisitions sufficiently far in advance to permit annual line item 
authorization. 

(3) Rental guaranty housing is, in reality, not military construe- 
tion. Rental guaranty projects are constructed with foreign capital 
and .are owned throughout their existence by these foreign interests. 
The interest of our Government in them is simply the guaranty of a 
certain percentage of occupancy for a limited period of time in order 
to encourage the foreign investors to construct the housing and to 
reserve the houses for United States personnel. The Armed Forces 
have no way of knowing in what areas economic conditions will be 
such as to encourage local investors to finance and construct rental 
guaranty projects. Furthermore, delaying the implementation of a 
rental guaranty project until a new authorization act is passed might, 
in many cases, preclude the building of the project. In many coun- 
tries, economic conditions change so rapidly that a delay might well 
remove the possibility of finding interested sponsors. 

The committee added a new provision to section 512 permitting 
some elasticity in the siting of ee) housing. As is indicated 
previously in the report, this year, for the first time, all housing to be 
constructed or acquired for use be the military must appear in the 
bill as line items. With the rapid development of missiles and for 
many other reasons, including changes in missions and increases in the 
complement of particular stations, needs for housing will arise that 
could not possibly have been foreseen at the time the committee com- 
pleted its deliberations on the construction bill. Therefore, if an 
urgent requirement arises for Capehart housing at a location which 
was not designated by line item, another less urgent project can be 
deferred, or a number of projects lessened in number of units, in order 
to provide housing for the new site. It will be noted that the amend- 
ment requires that the Secretaries of the military departments notify 
the Armed Services Committee immediately upon reaching a decision 
to utilize this authority. 


CHANGES IN TOTALS 


The bill as submitted to the committee totaled, for titles I, Il, IL], 
and IV, $1,684,361,0C0 for new line items (not including authorities 
for title VI, the Reserve components). The 115 amendments to the 
bill mentioned above resulted in substantial deletions and also sub- 
stantial additions. The result, as carried in the totals on page 63 of 
H. R. 13015, indicate that the bill, after all of these changes, has been 
decreased by $25,870,000 for a new total of $1,658,491 ,000. 
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EXPLANATION OF TiTLE VI 
(RESERVE COMPONENT FACILITIES) 


The National Defense Facilities Act of 1950 (Public Law 783, 
8lst Cong.) authorized the acquisition and construction of facilities 
for the Reserve components of the Armed Forces, which authorization 
was amended by Public Law 302 of the 84th Congress and Public 
Law 85-215. Permanent provisions of the foregoing law have been 
codified in chapter 133 of title 10, United States Code, or are included 
in pending amendments thereto. 

Report No. 696, House of Representatives, 85th Congress, 1st 
session, based on hearings before the Committee on Armed Services 
preceding enactment of Public Law 85-215, stated that sufficient 
increase in the general authorization for facilities for the Reserve 
components would be provided for fiscal year 1958, but that thereafter 
“the Department of Defense should request annual authorizations 
on a line-item basis.’ Title VI of the proposed legislation would 
provide such specific project authorization for fiscal year 1959, 
together with certain other provisions necessary to effect the transi- 
tion from the general authorization heretofore granted by the Congress 
to the line-item type required for future programs. 

Title VI of the proposed legislation is premised upon retention of 
the provisions of chapter 133 “of title 10, United States Code, to the 
fullest extent compatible with the expressed intent of the Congress. 
The only substantive amendment of that chapter would be the 
deletion of the requirement for ‘consultation’? with the Armed 
Services Committees with respect to the projects to be undertaken 
by the Secretary of Defense, and substitution therefor of a provision 
requiring authorization by law of specific projects, with certain 
exceptions. 

Title VI would have authorized specific projects for the Naval 
Reserve, the Marine Corps Reserve, the Air Force Reserve and the 
Air National Guard. Additional authorization was not requested by 
the Department of Defense for the Army Reserve and Army National 
Guard inasmuch as it was the Department of Defense position that 
projects heretofore authorized and appropriated for, but remaining 
unconstructed, were sufficient in number to cover the approved 
obligation program of construction during fiscal year 1959 for both of 
these Reserve components. 

The committee takes a contrary position and added line item 
projects for the Army National Guard and Army Reserve as will be 
explained later in this report. 

Title VI would also continue the authorizations previously granted 
for those facilities which have been the subject of consultation with the 
Armed Services Committees of the Senate and the House of Repre- 
sentatives before July 1, 1958, provided they are placed under con- 
struction contract before July 1, 1960 and are funded from appro- 
priations made prior to enactment of the proposed legislation. 

As has been stated the committee could not agree with the Depart- 
ment of Defense that the best interests of the Reserve components 
would be served by failing to authorize additional projects for the 
Army National Guard and the Army Reserve. It is true that the 
Army National Guard presently has $17.7 million funded and unob- 
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ligated authorization as of June 30, 1958 and that the Army Reserve 
has $30.8 million funded and unobligated authorization as of the same 
date. However, these unobligated authorizations exist only because 
the Department of Defense has not permitted these two Reserve 
components to obligate these authorizations. As of consequence, 
the Army Reserve and Army National Guard have fallen behind the 
other Reserve components in their Reserve facilities construction pro- 
cram. It is a fact that in all the Reserve components the Army 
National Guard and the Army Reserve have the greatest need for 
additional training facilities. The National Guard Bureau estimates 
that of the total requirement of 2,780 armories there still is a deficiency 
of 764 armories to be built before the Army National Guard can com- 
plete its program. Of the total Army Reserve requirement of 1,800 
Reserve training centers only 717 have been constructed, leaving a 
deficiency of 1,083. 

Insofar as the Army National Guard is concerned there is also for 
consideration the amount of funds which have been appropriated by 
the State legislatures. There is presently in excess of $35 million 
available in State funds as matching contributions for the construction 
of Army National Guard armories. The committee believes that the 
States have more than done their part under the provisions of the law 
for providing the necessary State funds and the Federal Government 
should now provide matching funds so that the Army National Guard 
construction program can proceed and keep pace with the other 
Reserve components. 

As a consequence the committee added projects for both the Army 
Reserve and the Army National Guard totaling $11,042,000. 

The total amount recommended by the committee for Reserve 
component construction is $39,958,000. This exceeds the original 
Department of Defense proposal by $9,818,000. Even so, the com- 
mittee believes this to be a modest authorization when the need for 
Reserve facilities is considered. Furthermore, it should be remembered 
that in fiscal year 1958 the Congress authorized $80 million for Reserve 
facilities construction, and thus the authorization for fiscal year 1959 
is less than one-half the amount authorized for fiscal year 1958. 


BACKGROUND OF THE BASIC LAW 


Prior to World War II, our Reserves were relatively small. In the 
various States the National Guard was geared to the requirements of 
the States concerned rather than into a pattern for mobilization 
requirements in the event of total war. Since the war it has been a 
matter of almost constant discussion as to how large a Reserve should 
be maintained. 

Until the enactment of the basic law, one of the most important 
limiting factors in developing the Reserve was the lack of proper 
armories and other facilities needed for training purpeses. That law 
has gone a long way in correcting this deficiency, but there is still a 
long road to travel before the deficiency is met. The law gave an 
impetus to the Reserve program which cannot be overestimated. 
Upon the enactment of the law the civilian Reserve components felt 
that they were no longer a forgotten group. It provided a spur and 
an encouragement which has manifested itself in infinitely more in- 

terest in the Reserve program than had ever before been experienced. 
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Prior to the enactment of the basic law, the Federal Government 
paid for the construction of armories for its Reserves, but it had never 
contributed to the construction of armories for the National Guard, on 
the basis that such construction was the responsibility of the States. 
Public Law 783, 8lst Congress, provided authority for the Secretary 
of Defense to continue the construction of facilities for Reserves 
other than National Guard, and in addition made provision that the 
Secretary could contribute to any State the entire cost necessary to 
expand, rehabilitate or convert existing National Guard facilities so 
as to provide joint facilities which could then be used by the National 
Guard and other Reserve components. Section 3 (c) of that law 
provided that the Secretary could contribute to any State a portion 
of the funds for construction or expansion ef armories where the need 
for such bad been brought about by the expansion of the National 
Guard or the Air National Guard of the United States in order to 
meet Federal requirements. Such contributions are limited to 75 
percent of the total cost, the States to provide the land necessary in 
addition to their 25 percent contribution. 

The original law provided in part, that the Secretary of Defense 
might acquire reserve facilities, by construction or otherwise, over a 
period of 5 fiscal years and might have appropriated during that time 
not to exceed $250 million. In 1955 Public Law 302, 84th Congress, 
extended that time limitation for an additional 3 years and increased 
the authorization by another $250 million. In 1957 Public Law 
85-215 again increased the authorization by another $80 million but 
retained the time limitation as previously established; viz, through 
June 30, 1958. 

Provision was also made in the law for consultation with the Armed 
Services Committees of the Senate and House of Representatives in 
order that the committees might be kept continuously advised with 
respect to operations under the law. 


PROGRESS OF PROGRAM TO DATE AND FUTURE REQUIREMENTS 


Table 1 summarizes the utilization made of the authorization pre- 
viously provided. 


TABLE 1.—Reserve Forces facilities—Utilization of authorizations and appropria- 
tions provided under the National Defense Facilities Act of 1950, as amended 


[In millions of dollars] 




















Army | Navy and Air 
National} Army Marine | Air Force| National} Total 
Guard | Reserve Corps Reserve | Guard 
| Reserve 
——— — + —-—- —-—-— - -—- —-- —- |, —— | | —- 
Authorizations and appropriations 139.3 105. 4 280.9 54.5 1174.3 2554.4 
Constructed and under construction: 
Planned as of June 30, 1958 _____- 121.6 74 6 70.1 | 39.4 | 174 3 480.0 
Actual as of Apr. 30, 1958 110.3 62.4 63.5 | 36.3 154.0 426.5 
Residual authorization funded, estimated 
June 30, 1958 PPE AO ES 17.7 30.8 2710.8 15.1 10 74.4 





1 Air National Guard funds are ‘1-year’ and unobligated funds expire June 30. 


2 Does not include $1.9 million of unobligated prior-year appropriations for which specific project author- 
ization is contained in the proposed legislation. 
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Navy (aviation, surface, Marine Corps) 

The Naval Reserve aviation program, which also supports Marine 
Corps Reserve aviation, is composed of 22 activities. Six of these are 
Naval Air Reserve training units situated on Regular air stations and 
the remainder are Reserve air stations. Foreseeable requirements to 
keep these activities in step with the demands of modern aircraft 
and associated equipment amounts to $125 million. This includes 
replacement of those buildings which are deteriorated beyond eco- 
nomical repair, modernization of other buildings, and modernization 
of operations facilities. 

The Naval Reserve surface program consists of 319 training centers 
and facilities, and 184 electronic facilities and stations. A major 
effort is now under way to reorganize sizable segments of the surface 
program into crews ready on short notice to man antisubmarine 
warfare ships for immediate augmentation of the fleet in an emergency 
This will necessitate the providing of some berthing facilities and 
dockside services in conjunction with the adjacent training centers. 
Modernization and replacement of overage temporary buildings previ- 
ously mentioned is required. The total foreseeable requirements for 
the Naval Reserve surface program are estimated at $29 million. 

The Marine Corps Reserve ground facilities establishment consists 
of 231 training centers, 163 of which are combined with the Naval 
Reserve training centers mentioned above. Although no additional 
centers are required, replacement, expansion, or modernization of 
some of the present facilities is urgently required. Foreseeable needs 
are estimated to cost about $8 million. 

Thus, there is a foreseeable requirement of $162 million for the over- 
all program. Of this, it is proposed to accomplish about $15 million 
in fiscal year 1959. 

The fiscal year 1959 authorization program as contained in the pro- 
posed legislation, includes provisions for 

(2) Replacement of 4 training centers; 

(6) Replacement of 10 electronic facilities: 

(c) Improvements to 4 training centers and 3 ships’ operations 
facilities; 

(d) Acquisition of 2 sites of presently used centers; 

(e) Improvements and modernization at 12 naval air stations. 

In planning for this program, the principle of joint utilization is 
observed to the utmost, as required by law. A summary of this joint 
utilization follows: 

(a) All Naval Reserve aviation facilities are jointly used; 

(6) 74 percent of Naval Reserve surface training centers/facili- 
ties are jointly used; 

(c) 71 percent of Marine Corps Reserve training centers are 
jointly used. 

Through fiscal year 1958 a total of $83 million has been appro- 
priated to carry out this program. To date, a little more than $64 
million has been obligated and it is expected this total will be raised 
to $70 million by end fiscal year 1958. 


Air Force 


The established mobilization requirement of the Air Reserve Forces 
is 39 combat flying wings. Twenty-four of these wings, consisting of 83 
combat squadrons of the fighter and tactical reconnaissance types, 
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make up the tactical force of the Air National Guard and there are 
15 medium troop carrier wings of 45 tactical squadrons in the Air 
Force Reserve. 

In addition, there are 157 support type units of the Air Reserve 
and Air National Guard which have been programed to meet specific 
mobilization requirements in the fields of communications, weather, 
air resupply, air evacuation, terminal operations, air rescue, and 
hospital type units. 

The Air National Guard operates 93 flying bases and 41 nonflying 
bases. Construction plans for fiscal year 1959 and future years do 
not contemplate establishing any new bases except Bethel, Minn. 
under present programs, missions, and aircraft assignment. Certain 
construction is necessary to complete some of the newer facilities; to 
replace World War II temporary construction; to «xpand fac ilities ' 
particularly runways, taxiways, and aprons to accommodate higher 
performance aircraft being received; and to complete the program of 
providing flight simulator and rocket storage buildings, which only 
recently became a requirement of the program as advane*d model 
jet aircraft are received. To summarize, the conversion of a World 
War II temporary base structure to a modernized plant capable of 
operating Century series jets will, over a periof of 15 years, require 
about $254 million of construction which should be approximately 
80 percent complete this year, assuming the entire amount in progress 
this year gets under contract. 

Ror the. Air Force Reserve, $54.5 million has been funded under the 
authorization provided through fiscal year 1958. The facilities pro- 
vided through the expenditure of these funds has contributed im- 
measurably to the attainment of the high degree of combat capability 
which exists in our Reserve troop carrier units today. Of the 37 
flying bases required to support our flying units, 34 are now in opera- 
tion with a good percentage of the minimum operational facilities 
required having been provided. The remaining three bases required 
are now under construction and will be complet ted during fiscal year 
1959. To round out all facilities needed at the flying bases of the 
Air Force Reserve will require approximately $29 million after fiscal 
year 1959. Five Air Reserve centers (nonflying) have been con- 
structed, 1 is under construction, and 1 is programed from currently 
available funds. No additional centers are planned for construction 
at this time since priority will still continue to be given to the con- 
struction of the facilities required for our flying units. Once this 
construction has been accomplished, reviews w ill be made of indi- 
vidual locations and, where it is determined that such construction 
meets the best interests of the Government, action will be taken to 
include these centers in a future construction program. 

Army Reserve and National Guard 


Since 1951, the Army has had appropriated to it $244.7 million, of 
which $139.2 million represents contributions made, or to be made, to 
the States for the National Guard armory and nonarmory programs, 
and $105.4 million represents facilities for the Army Reserve. 

In the National Guard armory program 916 of the 2,089 armories 
constructed by the States without Federal assistance represent ade- 
quate facilities for continued use, against a total requirement of 2,250 


armories as estimated by the Department of the Army; the States 
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and the National Guard Bureau, however, estimate total requirements 
as 2,780 armories. These estimates remain to be reconciled upon 
completion of the new troop unit program under the ‘“Pentomic 
Division” organizational structure, and the revised plan of distribu- 
tion of these units throughout the ‘States. A total of 1,100 armories 
have been constructed, are under construction, or are funded within 
$115 million of the total appropriations heretofore made available for 
the National Guard. Thus the remaining requirement for National 
Guard armories will range between 234 and 764 upon completion of 
the revised troop unit program by the Department of the Army. 
Approximately $24 million of the total appropriations heretofore 
made available for the National Guard represent nonarmory facilities 
(maintenance shops, supply and administrative facilities) which have 
been constructed, are under construction or are programed for early 
initiation. 

In the Army Reserve center program 332 of the 1,783 facilities 
acquired by lease or donation, and now in use, represent facilities 
adequate for continued use, against an estimated total requirement of 
1,800 centers. A total of 385 centers have been constructed, are 
under construction, or are funded within the $105.4 million appropria- 
tions heretofore made available for Army Reserve construction. ‘Thus 
the remaining requirement for Army Reserve centers is estimated at 
1,083 centers, representing a future authorization and funding re- 
quirement of $235 million. This requirement, also, may be subject 
to revision upon completion of the new troop unit program under the 
“Pentomic Division’’ organizational structure, and the revised plan 
of distribution of these Army Reserve units throughout the States. 


FISCAL DATA 


Enactment into law of this proposed legislation will involve the 
expenditure of $1,762,904,000. Of this amount, $39,958,000 repre- 
sents Reserve components construction. 


DEPARTMENTAL DATA 


This measure is part of the legislative program of the Department 
of Defense for fiscal year 1959 and has been approved by the Bureau 
of the Budget in its original form as is evidenced by letter dated 
May 1, 1958, from Secretary of Defense Neil McElroy and by letter 
dated May 1 , 1958, from Deputy Secretary of Defense, Donald A. 
Quarles, okie h are set out below and made a part of this. report. 


THE SECRETARY OF DEFENSE, 
Washington, May 1, 1958. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives. 

Dwar Mr. Speaker: There is forwarded herewith a draft of legisla- 
tion to authorize certain construction at military installations, and for 
other purposes. 

This proposed legislation is a part of the Department of Defense 
legislative program for 1958, and the Bureau of the Budget advises 
that there is no objection to its presentation to the Congress. The 
Department of Defense recommends that it be enacted. 











AUTHORIZING MILITARY CONSTRUCTION 51 


This proposed legislation would authorize additional military con- 
struction that is urgently needed by the Department of Defense at 
this time, and would provide additional authority to cover deficiencies 
in prior construction authorizations. The appropriation of money 
required for construction is provided for in the budget of the United 
States Government for the fiscal year 1959. 

This legislation consists of titles I, II, III, and IV, covering au- 
thorization required by the Departments of the Army, Navy, and Air 
Force, and the Department of Defense, respectively; and title V 
covering general provisions relating to this legislation. 

This proposal would authorize new construction totaling 
$1,684, 361,000, of which $347,028,000 is for the Department of the 
Army: $301,062,000 is for the Department of the Navy; $986,271,000 
is for the Department of the Air Force; and $50 million is for the 
Department of Defense. This proposal would also provide additional 
monetary authority to correct deficiencies in authorization for projects 
authorized under previous laws totaling $47,238,000, of which 
$13,630,000 is for the Army; $15,825,000 is for the Navy; and 
$17,783,000 is for the Air Force. Therefore, the total in this proposed 
legislation of new authorization plus additional monetary authority 
for projects previously authorized amounts to $1,731,599,000. 

This proposal would also repeal as of July 1, 1959, all authoriza- 
tions, with certain exceptions, for military construction that are con- 
tained in laws enacted prior to August 4, 1956. This repeal will 
continue in effect the policy established in the fiscal year 1956 Military 
Construction Authorization Act (Public Law 161, 84th C Yong.) and 
continued in the fiscal year 1957 and 1958 acts, of repealing long- 
standing authority that has not been exercised by the military depart- 
ments. It is believed that the continuation of this policy will result 
in a construction program which will reflect more accurately the 
current needs of the Department of Defense. 

Sincerely yours, 
Nett McE.roy. 





THE SECRETARY OF DEFENSE, 
Washington, May 1, 1958. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of pro- 
posed legislation to provide additional facilities necessary for the 
administration and training of units of the Reserve components of 
the Armed Forces of the United States, together with a sectional 
analysis thereof. 

This proposal is part of the Department of Defense legislative pro- 
gram for 1958, and has been approved by the Bureau of the Budget. 
The Department of Defense recommends that it be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


The National Defense Facilities Act of 1950 (Public Law 783, 81st 
Cong.) authorized the acquisition and construction of facilities for 
the Reserve components of the Armed Forces, which authorization 
was amended by Public Law 302 of the 84th Congress and Public 
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Law 85-215. Permanent provisions of the foregoing legislation have 
been codified in chapter 133 of title 10, United States Code, or are 
included in pending amendments thereto. 

Report. No. 696, House of Representatives, 85th Congress, Ist ses- 
sion, based on hearings before the Committee on Armed Services pre- 
ceding enactment of Public Law 85-215, stated that sufficient, increase 
in the general eee for facilities for the Reserve components 
would be provided for fiscal year 1958, but that thereafter “the 
Department of Defense should request annual authorizations on a 
line-item basis.’”” The proposed legislation would provide such 
specific project authorization for fiscal year 1959, together with 
certain other provisions necessary to effect the transition from the 
general authorization heretofore granted by the Congress to the line- 
item type required for future programs. 

The proposed legislation is premised upon retention of the provi- 
sions of chapter 133 of title 10, United States Code, to the fullest extent 
compatible with the expressed intent of the Congress. The only sub- 
stantive amendment of that chapter would be the deletion of the re- 
quirement for “consultation” with the Armed Services Committees 
with respect to the projects to be undertaken by the Secretary of 
Defense, and substitution therefor of a provision requiring authoriza- 
tion by law of specific projects, with certain exceptions. 

The proposed legislation would authorize specific projects for the 
Naval Reserve, the Marine Corps Reserve, the Air Force Reserve, 
and the Air National Guard. Additional authorization is not re- 
quested for the Army Reserve and Army National Guard inasmuch 
as projects heretofore authorized and appropriated for, but remaining 
unconstructed, are sufficient in number to cover the approved obliga- 
tion program of construction during fiscal year 1959 for both of these 
Reserve components. 


COST AND BUDGET DATA 


Enactment of this proposed legislation would authorize the appro- 
priation of funds for specific line items in the amount of $11,892,000 
for the Department of the Navy; $6,272,000 for the Air Force Reserve; 
and $11,976,000 for the Air National Guard of the United States, of 
which $8 million is included in the President’s budget for fiscal year 
1959 for the Department of the Navy, an undetermined amount not 
exceeding $6,272,000 for the Air Force Reserve, and $9,600,000 for 
the Air National Guard of the United States. 

Sincerely yours, 
Donautp A. QuUARLEs. 


CHANGES IN Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the bill. 
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EXISTING LAW 


The Act of August 30, 1957 (71 
Stat. 531) (Public Law 85-241) 


(Sec. 201:) 

The Secretary of the Navy 
may establish or develop military 
installations and facilities by ac- 
quiring, constructing, converting, 
rehabilitating, or installing, per- 
manent or temporary public 
works, including site preparation, 
appurtenances, utilities, and 
equipment for the following 
projects: 

Inside the United States 
Aviation Facilities 
(Special Purpose Air Stations) 

Naval Air Missile Test Center, 
Point Mugu, California: Opera- 
tional facilities (including opera- 
tional facilities on San Nicolas 
Island), $7,669,000. 


The Act of April 1, 1954 (68 Stat. 
47), as amended (Public Law 
326, 83d Congress) 


(Sec. 9:) 

There is hereby authorized to 
be appropriated not to exceed the 
sum of $135,425,000 to carry out 
the provisions of this Act, of which 
not to exceed $26,000,000 shall be 
appropriated for any period be- 
ginning prior to January 1, 1955. 
Of the amount so appropriated for 
any such period, not to exceed 
$1,858,000 may be utilized for the 
purpose of section 4 of this Act. 


The Act of August 30, 1957 (71 
Stat. 531) (Public Law 85-— 
241) 


(Sec. 506:) 

As of July 1, 1958, all author- 
izations for military public works 
to be accomplished by the Secre- 
tary of a military department in 
connection with the establishment 


THE BILL 


(Sec. 209:) 

Public Law 85-241, Eighty-fifth 
Congress, as amended under the 
heading “Inside the United States” 
in section 201 as follows: 

Under the subheading ‘“Avia- 
tion Facilities (Special Purpose 
Air Stations)”, with respect to 
the Naval Air Missile Test Center, 
Point Mugu, California, insert 
before $7,669,000” the words 
“and land acquisition,”’. 


(Sec. 309:) 

Section 9 of the Air Force Acad- 
emy Act, as amended (68 Stat. 49), 
is further amended by striking out 
in the first sentence the figure 
“‘$135,425,000” and inserting in 
place thereof the figure ‘$139,- 
797,000”. 


(Sec. 507:) 

As of July 1, 1959, all author- 
ization for military public works 
to be accomplished by the Secre- 
tary of a military department in 
connection with the establishment 
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or development of military instal- 
lations and facilities, and all au- 
thorizations for appropriations 
therefor, that are contained in 
Acts approved before July 28, 
1954, and not superseded or other- 
wise modified by a later author- 
ization are repealed, except— 


(1) authorizations for public 
works and for appropriations 
therefor that are set forth in 
those Acts in the titles that 


— the general provisions; 

) the authorizatior for pub- 
lie ssi projects as to which 
appropriated funds have been 
obligated for construction con- 
tracts in whole or in part before 
July 1, 1958, and authorizations 
for appropriations therefor; 


(3) the authorization for the 
rental guaranty for family 
housing in the amount of $100,- 
000,000 that is contained in sec- 


tion 302 of Public Law 534, 
Kighty-second Congress; 
(4) the authorizations for 


public works and the appropria- 
tion of funds that are contained 
in sections 2231-2238 of title 10, 
United States Code. as amended 


(50 U.S. C. 882, 883, 885, 886); 
(5) the authorization for the 
development of the Line of 


Communications, France, in the 
amount of $60,000,000 that is 
contained in title I, section 102, 
of Public Law 534, Eighty- 
second Congress; 

(6) notwithstanding the pro- 
visions of section 410 of the 
Act of August 3, 1956 (70 Stat. 
991, 1016). the authorization for 
(a) development of classified 
facilities in the amount of 
$6,439,000 that is contained in 
title I, section 102, of the Act of 
September 28, 1951 (65 Stat. 
336,343), and (b) development 
of classified facilities in the 


MILITARY 


CONSTRUCTION 


THE BILL 


or development of military instal- 
lations and facilities, and all au- 
thorizations for appropriations 
therefor, that are contained in 
Acts approved before August 4, 
1956, and not superseded or other- 
wise modified by a later author- 
ization are repealed, except— 

(1) authorizations for public 


works and for appropriations 
therefor that are set forth in 
those Acts in the titles that 


contain the general provisions; 

(2) the authorization for pub- 
lic works projects as to which 
appropriated funds have been 
obligated for construction con- 
tracts land 


or acquisition in 
whole or in part before July 1, 
1959, and authorizations for 


appropriations therefor; 

(3) the authorization for the 
rental guaranty for family hous- 
ing in the amount of $100,000,- 
000 that is contained in section 


302 of the Act of July 14, 1952 
(66 Stat. 606, 622): 
(4) the authorizations for 


public works and the appropria- 
tion of funds that are contained 
in sections 2231-2238 of title 10, 
United States Code, as amended 
(50 U. S. C. 882, 883, 885, 
S86): 

(5) the authorization for the 
development of the Line of 
Communications, France, in the 
amount of $30,000,000 that is 
contained in title I, section 102, 
of the Act of July 1952 (66 
Stat. 606, 609): 

(6) the authorization for de- 
velopment of classified facilities 
in the amount of $6,439,000 
that is contained in title I, 
section 102, of the Act of 
September 28, 1951 (65 Stat. 
336, 343): 

(7) the authorization for pub- 
lic works and for the appropria- 
tion of funds that are contained 
in the Act of April 1, 1954 
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amount of $6,654,000 that is 
contained in title I, section 102 
of the Act of July 14, 1952 
(66 Stat. 606, 609); and 

(7) the authorization for pub- 
lic works and for the appro- 
priations of funds that are 
contained in the Act of April 1, 
1954 (68 Stat. 47), as amended. 


THE BILL 


(68 Stat. 47), as amended; and 
(8) notwithstanding the pro- 
vision of section 506 of the Act 
of August 30, 1957 (71 Stat. 531, 
558), the authorization for: 

(a) jet engine test cells in 
the amount of $1,850,000 at 
the Naval Air Station, Nor- 
folk, Virginia, that is con- 
tained in title II, section 201 


under the heading “CON- 
TINENTAL UNITED 
STATES” and _ subheading 


“AVIATION FACILITIES” 
of the Act of August 7, 1953 
(67 Stat. 440, 442), as 
amended: 

(b) ammunition storage fa- 
cilities in the amount of 
$225,000 at the Naval Auxil- 
iary Air Station, El Centro, 
California; navigational aids 
in the amount of $590,000 at 
the Marine Corps Air Station, 
El Toro, California; research 
and development facilities in 
the amount of $1,804,000 at 
the Naval Air Turbine Test 
Station, Trenton, New Jersey; 
and navigational aids in the 
amount of $400,000 at the 
Naval Air Station, Whidbey 
Island, Washington, that are 
contained in title II, section 
201, under the heading ‘‘Con- 
TINENTAL UNITED States” 
and subheading ‘AVIATION 
FACILITIES’ of the Act of 
July 27, 1954 (68 Stat. 535, 
540), as amended; 

(c) the development of avi- 
ation ordnance facilities in 
the amount of $2,638,000 
that is contained in title IT, 
section 202, of the Act of 
July 27, 1954 (68 Stat. 535, 
543), as amended. 





EXISTING LAW 


The Act of June 17, 1950 (64 Stat. 
236) (Public Law 564, 81st Con- 
gress) 


(Sec. 408 :) 

(a) There is hereby rescinded, 
as of December 31, 1949, any au- 
thority conferred by any Act of 
Congress enacted prior to the be- 
ginning of the Eightieth Congress 
to proceed with any project or 
projects for the establishment or 
development of military, naval, 
or air-force installations and facil- 
ities by the construction, installa- 
tion, or equipment of temporary 
or permanent public works, unless 
funds to be used for the exercise 
of such authority have been appror 
priated on or before December 31, 
1949. 

(b) The Secretary of Defense is 
authorized and directed to make a 
report to the Congress at the 
beginning of the first session of the 
Eighty-second Congress, and at 
the beginning of the first session of 
each succeeding Congress, listing 
all projects for the establishment 
or development of military, naval, 
or air-force installations and facil- 
ities by the construction, installa- 
tion, or equipment of temporary 
or permanent public works which 
have been authorized by the Con- 
gress subsequent to the beginning 
of the Eightieth Congress and for 
which adequate funds for the 
completion thereof have not been 
appropriated. The report shall 
include any recommendations 
which the Secretary of Defense 
deems appropriate with respect 
to the rescission of all, or any 
portion, of the authority to pro- 
ceed with any such project. 

(c) Nothing in subsections (a) 
and (b) of this section shall be 
deemed to relate to any project 
authorized to be prosecuted by 
the Department of the Army in 
the exercise of the civilian func- 
tions of the Corps of Engineers. 
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(Sec. 508 :) 

Section 408 (b) of the Act of 
June 17, 1950 (64 Stat. 236, 245), 
is hereby repealed. 
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The Act of July 15, 1955 (69 
Stat. 324), as amended (Public 
Law 161, 84th Congress) 


(Sec. 515:) 

During the fiscal years 1957, 
1958, and 1959, the Secretaries of 
the Army, Navy, and Air Force, 
respectively, are authorized to 
lease housing facilities at or near 
military tactical installations for 
assignment as public quarters to 
military personnel and their de- 
pendents, if any, without rental 
charge upon a determination by 
the Secretary of Defense, or his 
designee, that there is a lack of 
adequate housing facilities at or 
near such military tactical instal- 
lations. Such housing facilities 
shall be leased on a family or indi- 
vidual unit basis and not more 
than five thousand of such units 
may be so leased at any one time. 
Expenditures for the rental of 
such housing facilities may be 
made out of appropriations avail- 
able for maintenance and opera- 
tion but may not exceed $150 a 
month for any such unit. 


The Act of August 3, 
Stat. 991) (Public 
84th Congress) 


1956 
Law 


(70 


968, 


(Sec. 406:) 

The Secretaries of the military 
departments may acquire land, 
and interests in land, not exceed- 
ing $5,000 in cost (exclusive of 
administrative costs and deficiency 
judgment awards), which the Sec- 
retary concerned determines to be 
urgently required in the interests 
of national defense. The author- 
ity under this section may not, 
however, be used to acquire more 
than one parcel of land unless the 
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(Sec. 509:) 

Sec. 515 of the Act of July 15, 
1955 (69 Stat. 324, 352), as 
amended, is further amended to 
read as follows: 

“Src. 515. During fiscal years 
1958 through and including 1961, 
the Secretaries of the Army, Navy, 
and Air Force, respectively, are 
authorized to lease housing facili- 
ties at or near military tactical 
installations for assignment as 
public quarters to military per- 
sonnel and their dependents, if 
any, without rental charge upon 
a determination by the Secretary 
of Defense, or his designee, that 
there is a lack of adequate housing 
facilities at or near such military 
tactical installations. Such hous- 
ing facilities shall be leased on a 
family or individual unit basis and 
not more than five thousand of 
such units may be so leased at any 
one time. Expenditures for the 
rental of such housing facilities 
may be made out of appropria- 
tions available for maintenance 
and operation but may not exceed 
$150 a month for any such unit.” 


(Sec. 510:) 


Section 406 of the Act of 
August 3, 1956 (70 Stat. 991, 
1015), is amended to read as 
follows: 


‘Src. 406. (a) The Secretary 
of a military department may 
acquire any interest in land that— 

“‘(1) he or his designee deter- 
mines is needed in the interest 
of national defense; and 

**(2) does not cost more than 
$25,000 (exclusive of adminis- 
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parcels are noncontiguous or, if 
contiguous, do not exceed $5,000 
in total cost. 


The Act of August 3, 1956 (70 
Stat. 991) (Public Law 968, 84th 
Congress) 


(Sec. 408 :) 

(a) Under such regulations as 
may be prescribed by the Secre- 
tary of Defense, the Secretaries of 
the military departments may ex- 
pend out of appropriations avail- 
able for military construction such 
amounts as may be required for 
the establishment and develop- 
ment of military installations and 
facilities by acquiring, construct- 
ing (except family quarters), con- 
verting, extending, or imstalling 
permanent or temporary public 
works determined to be urgently 
required, including site prepara- 
tion, appurtenances, utilities, and 
equipment, for projects not other- 
wise authorized by law when the 
cost of the project is not in excess 
of $200,000, subject to the follow- 
ing limitations: 

(1) No such project, the 
cost of which is in excess of 
$50,000, shall be authorized 
unless approved in advance 
by the Secretary of Defense. 

(2) No such project, the 
cost of which is in excess of 
$25,000 shall be authorized 
unless approved in advance 
by the Secretary of the mili- 
tary department concerned. 

(3) Not more than one 
allotment may be made for 
any project authorized under 
this section. 

(4) The cost of conversion 
of existing structures to fam- 
ily quarters may not exceed 
$50,000 in any fiscal year at 
any single facility. 
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trative costs and the amounts 

of any deficiency judgments). 
This section does not authorize 
the acquisition, as part of the 
same project, of two or more 
contiguous parcels of land that 
together cost more than $25,000.” 


(See. 511:) 

Section 408 (a) of the Act of 
August 3, 1956 (70 Stat. 991, 
1016), is amended by adding the 
following new subsection at the 
end thereof: 

“(5) No determination that a 
project is urgently required shall 
be necessary for projects, the cost 
of which is not in excess of $5,000.”’ 
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(b) The Secretaries of the mili- 
tary departments may expend out 
of appropriations available for 
maintenance and operation 
amounts necessary to accomplish 
a project which, except for the 
fact that its cost does not exceed 
$25,000, would otherwise be auth- 
orized to be accomplished under 
subsection (a). 

(c) The Secretary of each de- 
partment shall report in detail 
semiannually to the Armed Serv- 
ices Committees of the Senate and 
the House of Representatives with 
respect to the exercise of the 
authorities granted by this sec- 
tion. 

(d) Section 26 of the 
August 2, 1946 


Act. of 
(60 Stat. 853, 856; 


34 U.S 559), is repealed. 
The Act of August 30, 1957 (71 
Stat. 531) (Public Law 85-241) 
(Sec. 406:) 
(a) Notwithstanding the pro- 
visions of any other law, and 
effective July 1958, no family 


housing units (other than housing 
units required to be acquired pur- 
suant to the provisions of section 
404 of the Housing Amendments 
of 1955) shall be contracted for or 
acquired at or in support of mili- 
tary installations or activities un- 
less the actual number of units 
involved has been specifically au- 
thorized by an annual military 
construction authorization act. 

(b) Effective July 1, 1958, the 
provisions of section 419, Public 
Law 968, Eighty-fourth Congress, 
second are hereby 
repealed. 


session, 
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(See. 512:) 

Subsection (a) of section 046 of 
the Act of August 30, 1957 (71 
Stat. 531, 556), is amended to 
read as follows: 

“(a) Notwithstanding the pro- 
visions of any other law, and effec- 
tive July 1, 1958, no family hous- 
ing units shall be contracted for or 
acquired at or in support of mili- 
tary installations or activities un- 
less the actual number of units 
involved has been specifically au- 
thorized by an annual military 
construction authorization Act ex- 
cept (1) housing units required to 
be acquired pursuant to the pro- 
visions of section 404 of the Hous- 


ing Amendments of 1955; (2) 
housing units leased, utilizing 


available operation and mainte- 
nance appropriations, for terms 
of one year, whether renewable or 
not, or for terms of not more than 
five years pursuant to the provi- 
sions of section 417 of the Act of 
August 3, 1956 (70 Stat. 991, 
1018); and (3) rental guaranty 
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Title 10, United States Code 

(Sec. 2662:) 

Real property transactions: 
agreement with Armed Services 
Committees; reports. 

(a) The Secretary of a military 
department, or his designee, must 
come to an agreement with the 
Committees on Armed Services of 
the Senate and the House of 
Representatives before entering 
into any of the following trans- 
actions by or for the use of that 
department: 

(1) An acquisition of fee title 
to any real property, if the esti- 
mated price is more than 
$25,000. 

(2) A lease of any real prop- 
erty to the United States, if the 
estimated annual rental is more 
than $25,000. 

(3) A lease of real property 
owned by the United States, 
if the estimated annual rental is 
more than $25,000. 

(4) A transfer of real prop- 
erty owned by the United States 
to another Federal agency or 
another military department or 
to a State, if the estimated value 
is more than $25,000. 

(5) A report of excess real 
property owned by the United 
States to a disposal agency, if 
the estimated value is more than 
$25,000. 

if a transaction covered by clause 
(1) or (2) is part of a project, the 
agreement must be based on the 
general plan for that project, in- 
cluding an estimate of the total 
cost of the lands to be acquired or 
leases to be made. 

(b) The Secretary of each mili- 
tary department shall report quar- 
terly to the Committees on Armed 
Services of the Senate and the 
House of Representatives on trans- 
actions described in subsection (a) 
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family housing authorized under 
section 302 of the Act of July 14, 
1952 (66 Stat. 606, 622). 


(Sec. 513:) 
(a) Section 2662, Title 10, 
United States Code, is repealed. 
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that involve an estimated value of 
more than $5,000 but not more 
than $25,000. 

(c) This section applies only to 
real property in the United States, 
Alaska, Hawaii, and Puerto Rico. 
It does not apply to real property 
for river and harbor projects or 
flood-control projects, or to leases 
of Government-owned real prop- 
erty for agricultural or grazing 
purposes. 

(d) A statement in an instru- 
ment of conveyance, including a 
lease, that- the requirements of 
this section have been met, or that 
the conveyance is not subject to 
this section, is conclusive. 


Analysis of Chapter 159, Title 10, 
United States Code 


Chapter 159.—Real Property; Related (b) The analvsis of chapter 159 
Jarre ‘ > > res Ase J ~ . oe, - ‘ a 
Personal I rope rty ; and Lease of Non Title 10, United States Code, is 

Excess Property ? ate 
amended by striking out the 


ree following item 


2661. Planning and construction of pub- 
lic works projects by military “2662. Real property transactions: 


departments. agreement with Armed Serv- 
2662. Real property transactions: agree- ices Committees; reports.’ 


ment with Armed Services 
Committees; reports. 

2663. Acquisition. 

2664. Acquisition of property for lum- 
ber production. 

2665. Sale of certain interests in land; 
logs. 

2666. Acquisition: land purchase con- 
tracts; limitation on commis- 
sion. 

2667. Leases: non-excess property. 

2668. Easements for rights-of-way. 

2669. Easements for rights-of-way: gas, 
water, sewer pipe lines. 

2670. Licenses: military installations; 
erection and use of buildings; 
American National Red Cross. 


The Act of August 10, 1956 (70A 
Stat. 636) 


(Sec. 43:) (c) Section 43 of the Act of 
(a) The Administrator of the August 10, 1956 (70A Stat. 636), 
Federal Civil Defense Administra- is repealed. 
tion, or his designee, must come to 
an agreement with the Committees 
on Armed Services of the Senate 
and the House of Representatives 
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before entering into any of the 
following transactions by or for 
the use of that administration: 

(1) An acquisition of fee title 
to any real property, if the 
estimated price is more than 
$25,000. 

(2) A lease of any real prop- 
erty to the United States, if the 
estimated annual rental is more 
than $25,000. 

(3) A lease of real property 
owned by the United States, if 
the estimated annual rental is 
more than $25,000. 

(4) A transfer of real prop- 
erty owned by the United States 
to another Federal agency or to 
a State, if the estimated value is 
more than $25,000. 

(5) A report of excess real 
property owned by the United 
States to a disposal agency, if 
the estimated value is more than 
$25,000. 

f a transaction covered by clause 

1) or (2) is part of a project, the 
agreement must be based on the 
general plan for that project, in- 
cluding an estimate of the total 
cost of the lands to be acquired or 
leases to be made. 

(b) The Administrator shall re- 
port quarterly to the Committees 
on Armed Services of the Senate 
and the House of Representatives 
on transactions described in sub- 
section (a) that involve an esti- 
mated value of more than $5,000 
but not more than $25,000. 

(c) This section applies only to 
real property in the United States, 
Alaska, Hawaii, and Puerto Rico. 
It does not apply to real property 
for river and harbor projects or 
flood-control projects, or to leases 
of Government-owned real prop- 
erty for agricultural or grazing 
purposes. 

(d) A statement in an instru- 
ment of conveyance, including a 
lease, that the requirements of this 
section have been met, or that the 
conveyance is not subject to this 
section, is conclusive. 
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In addition to the foregoing, the bill also provides additional mone- 
tary authorization to correct deficiencies in authorization for certain 
projects authorized under previous Military Construction Acts. 
There follows a listing by individual project and Public Law of the 
amounts previously authorized and the amounts as changed by the bill: 














i i 
| | £E xisting | Asamended | Section 
Public Law |Section Installation amount | bybill | of bill 
| authorized 1 | 
| | 
Public Law 209, 83d Cong_--- 101 | Pueblo Ordnance Depot, | $563, 000 $600, 000 105 
| Colo. 
Public Law 161, 8th Cong..-.| 101 | Redstone Arsenal, Ala......| 2,865,000 | 4, 180 000 106 
Do ; 101 | Fort Monmouth, N, J 615, 000 731, 000 106 
NOD aicctes willie a ninmeliaeael 101 | Vint Hill Farms Station, Va_} 695,000 | 1,022,000 106 
Do_. << ibe 101 | Granite City Engineer | 1, 822,000 |} 2,815,000 106 
Depot, Il. 
Co ane aaa diate eee 1101 | Walter Reed Army Medical | 4,472,000} 6,714,000 106 
| Center, D. C. | 
ta aid 101 | Fort George G. Meade,Md_-| 923,000 | 1,264,000 106 
Do 5 101 | Port BM Tee. occas | 4,645,000 | 4,965, 000 106 
Do é oe ‘alaaatael 101 | Fort Sill, Okla_-_-- --«<---| 3,053,000 3, 454, 000 106 
De... s ig a 101 | Fort Ord, Calif____- | 1,407,000 1, 742. 000 106 
2 en y ; 101} U. 8. Military Academy, | 756, 000 1, 171, 000 106 
nea 34 | 
Public Law 968, 84th Cong--. 101 | White — Proving | 693, 000 735, 000 107 
| _Grounds, N. Mex. 
Do-_. ia batalla cael 101 yamp Detrick, DEG im dankel 913,000 | 1,074,000 107 
Wisc ; ; | 101 Se gway Proving Ground, | 867, 000 1, 044, 000 107 
Utah | 
ie cad ae 101 | Fort Huachuca, Ariz_.---.--| 6, 856, 000 7, 576, 000 107 
Do.. : candied ‘ 101 | Fort Belvoir, Va__------ aed 492, 000 949, 000 107 
DO as« — nial 10% | Bot Bugtis, Msc cecdicens | 1,231, 000 1, 436, 000 107 
a cnesbe aia 191 Fort Dix, N. J_- | 54, 000 | 68, 000 107 
i. i bitnas att 101 | Fort George G. Meade, Md_| 5, 885,000 | 7,695, 000 107 
Do... ie Sts pee 101 | Fort Benning, Ga ihcdeinaeiel $22, 000 | 616, 000 197 
i ec ane ae é 101 | Fort McClellan, Ala..--.-_-- 397, 000 | 527, 000 107 
Do_. wictgebieetl ci 101 Fort Hood, Tex .___- antl 2, 457, 000 | 2, 846, 000 107 
Do... aoe | 101 | Fort Riley, Kans_- | 1,519,000} 1,892,000 107 
Do... biniceciaaniaeliiens 101 | Fort Lewis, Wash--- ...--| 3,022,000] 3,596,000 | 107 
ie ‘ SPSS 101 | Fort Ord, Calif__.- 223, 000 | 319, 000 107 
Do.. sada oe 101 | Wildwood Station, Kenai | 352, 000 516, 000 107 
(Alaska area). } 
Public Law 85~-241__.-- omni 101 | Cold Regions Laboratory, | 2,496,000 | 3,787,000 108 
New Hampshire. 
Public Law 534, 82d Cong.-- 201 | Naval Hospital, Norfolk, 12, 815, 000 13, 979, 000 205 
Va. | | 
Public Law 534, 83d Cong-_--. 1202 | Classified installations... 70, 656,000 | 72, 785, 000 206 
Public Law 161, 84th Cong-_- 201 | Marine Corps Base, Camp | 648, 000 | 778, 000 207 
| Pendleton, Calif. 
3 — : 201 | Naval Underwater Ord- | 370, 090 | 411, 000 207 
nance Station, Newport, | | 
R. I. | | 
Do... ; 201 | Naval Air Station, Agana, 6,525,000 | 9,006, 000 207 
Guam. | 
Do-. he = 201 | Naval Station, Argentia, | 8, 589,800 9, 089, 800 207 
Newfoundland. | 
Public Law 968, 84th Cong-. 201 | Naval Station, Newport, 11,672,009 | 14, 601, 000 208 
Bek | 
6k: > 201 | Naval Auxiliary Air Station,} 2,247,000 | 2, £69, 000 208 
Chase Field, Tex. 
Do... ; 201 | Naval Auxiliary Air Station, 8, 23!, 000 9, 141, 000 208 
Meridian, Miss. 
Do-. pa P 201 | Marine Corps Air Station, | 170, 000 | 273, 000 208 
| Cherry Point, N.C. } 
Do... - biccenl 201 | Fleet Air Defense Training | 237,000 | 300, 000 208 
Center, Dam Neck, Va. | 
Do.. ‘ 291 | Naval Training Center, | 8,413,000} 10,613,000 28 
Great Lakes, Ill. | 
Do.. 201 | Naval Hospital, Great 12,730,000 | 14,754,000 208 
Lakes, Ill 
Do : 1203 | Classitied installations . 85, 939,000 | 86,711,000 2n8 
Public Law 161, Sith Cong_- 301 | Otis Air Foree Base, Mass_.| 6,076, 000 6, 522, 990 305 
Do - 1301 | Wright-Patterson Air Force 14. 508, 000 | 15, 800, 000 305 
Base, Ohio. | 
Public Law 968, 84th Cong-. 1301 | Duluth Municipal Airport, | 1, 469, 000 1, 636, 000 306 
Minn. | | 
a ee 301 | Otis Air Force Base, Mass__! 11, 577,000 13, 341, 000 306 
Gn cacs ie | 301 | Hill Air Force Base, Utah ___| 1, 339, 000 | 1, 661, 000 306 
Do.. aa 301 | James Connally Air Force 4,687,000 | 5,301, 000 306 
| | Base, Tex. 
Do..: ia ai ade .--| 1301 | Malmstrom Air Force Base, 1, 586, 000 1, 726, 000 306 
Mont. , 


} As amended by Public Law 85-241. 
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| 











l 
| Existing | Asnenentes| Gestion 
Public Law Section Installation | amount | by bill of bill 
| authorized 
ee nf P} a 
Public Law 85-241..........--- 301 | Glasgow Air Force Base, $2, 048, 000 $2, 390, 000 307 
| Mont. | 
PO Sa cdeet eeeet 2 301 | Grandview Air Force Base, 1, 100, 000 1, 348, 000 | 307 
| | Mo. | 
Do... . hataigial 301 Minot Air Force Base, 6,804,000 | 8, 507, 000 307 
j N. Dak. | 
ie clas | 301 | Otis Air Force Base, Mass. -| 559, 000 | 615, 000 307 
se os eae 301 | Kelly Air Force Base, Tex. -| 899,000 | 1, 128, 000 307 
ees iced tedchiteidaatl 301 | Perrin Air Force Base, Tex-_-| 460, 000 | 627, 000 307 
Do... : .| 301 | Barksdale Air Force Base, | 3,344,000 3, 633, 000 307 
| | a. 
Ee ee | 301 | Beale Air Force Base, Calit.| 7, 458, 000 | 9, 087, 000 307 
ee A ee ee ee 301 | MacDill Air Force Base, 936, 000 1, 268, 000 307 
| Fla. | | 
0. cstnaein< srleieeieN 301 | Portsmouth Air Force Base, 2, 344, 000 2, 947, 000 307 
| N. H. 
Do....-.----------..------|_ 301 | Whiteman Air Force Base, | 235, 000 306, 000 307 
| | Mo. | 
Public Law 85-325_....._....--} 21 | Grand Forks Air Force 895, 000 1, 892, 000 308 
| | Base, N. Dak. | 
DG pkdendiicceicmicawaiaeal 21 | Minot Air Force Base, | | 
N. Dak. 867, 000 1, 479, 000 308 
BPD ta Bsbitadie eas kk 21 | Mountain Home Air Force | 4,380,000 5, 479, 000 308 
| Base, Idaho. | 
sl cS as, 21 | Offutt Air Force Base, Nebr.| 690, 000 969, 000 | 308 
| 


3 Under the heading ‘‘Alert and Dispersal of Strategic Air Command Forces.”’ 


The above increases in monetary 
ized by prior Military Construction 


authorization for projects author- 
Acts require the following changes 


to be made in the General Provisions of such Acts as follows: 


EXISTING LAW 


The Act of July 14, 1952 (66 Stat. 
606) (Public Law 534, 82d Con- 
gress), as amended 


(Sec. 402:) 

There are hereby authorized to 
be appropriated such sums of 
money as may be necessary to 
accomplish the purposes of this 
Act, but not to exceed— 

(2) for public works author- 
ized by title II: Inside conti- 
nental United States, $139,- 
143,000; outside continental 
United States, $32,295,000: 
classified facilities, $95,489,000; 
or a total of $266,927,000; 


The Act of August 7, 1953 (67 
Stat. 440) (Public Law 209, 83d 
Congress), as amended 


(See. 502:) 

There are hereby authorized to 
be appropriated such sums of 
money as may be necessary to 


THE BILL 


(Sec. 205 (b):) 

Public Law 534, Eighty-second 
Congress, as amended, is amended 
by striking out in clause (2) of 
section 402 the amounts ‘“$139.- 
143,000” and “$266,927,000”, and 
inserting respectively in place 
thereof ‘'$140,307,000’’, and 
“‘$268,091,000”’. 


(Sec. 105 (b):) 

Public Law 209, Eighty-third 
Congress, as amended, is amended 
by striking out in clause (1) of 
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EXISTING LAW 


accomplish the purposes of this 
Act, but not to exceed— 
(1) for public works author- 
ized by title I: Inside con- 
tinental United States, $44,407,- 


000; outside continental United 
States, $20,560,000; classified 


facilities, $69,108,000; or a total 
of $134,075,000; 


The Act of July 27, 1954 (68 Stat. 
535) (Public Law 534, 83d Con- 
gress), as amended 
(Sec. 502:) 


There are hereby authorized to 


be appropriated such sums of 
money as may be necessary to 
accomplish the purposes of this 
Act, but not to exceed 
(2) for public works author- 
ized by title II: Inside con- 
tinental United States, $103,- 
555,000; outside continental 


United States, $36,493,000; clas- 
sified installations and facilities, 
$70,656,000; or a total of $210,- 
704,000: 


The Act of July 15, 1955 (69 Stat. 
324) (Public Law 161, 84th 
Congress), as amended 


(Sec. 502:) 

There are hereby authorized to 
be appropriated such sums of 
money as may be necessary to 
accomplish the purposes of this 
Act, but not to exceed— 

(1) for public works author- 
ized by title I: Inside conti- 
nental United States, $237,320,- 
000; outside continental U nited 

States, $75,074,000: section 102, 


$223,993 ,000; section 103, $10,- 
000,000: or a total of $546,387,- 
000; 
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section 502 the amounts ‘‘$44,407,- 
000” and ‘$134,075,000” and in- 
serting in place thereof ‘‘$44,444,- 
000” and ‘“$134,112,000”, respec- 
tively. 


(Sec. 206 (b) :) 

Public Law 534, Eighty-third 
Congress, as amended, is amended 
by striking out in clause (2) of 
section 502 the amounts “‘$70,656,- 
000”, and ‘$210,704,000” and in- 
serting respectively in place there- 
of “$72,785,000”, and “$212,833,- 
000”. 


(Sec. 106 (b):) 

Public Law 161, Eighty-fourth 
Congress, as amended, is amended 
by striking out in clause (1) of 
section 502 the amounts ‘'$237,- 
320,000” and ‘‘$546,387,000” and 
inserting in plac e thereof oe - 
125,000” and ‘$553,192,000”, re- 
spectively. 
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EXISTING LAW 


works author- 
Inside conti- 
State, $308,- 
continental 
United States, $108,365,000; 
section 202, $152,763,000; sec- 
tion 203, $6,000,000; or a total 


of $575,592,300; 


(2) for 
ized by 
nental 
463,000; 


public 
title IT: 
United 


outside 


(3) for public works author- 
ized by title III: Inside conti- 
nental United States, $824,300,- 


000; outside continental United 

States, $533,539,000; section 

302, $5,000,000; section 303, 

$350,000; or a total of $1,363,- 

189,000; and 

(4) for public works author- 

ized by title IV; $54,500,000 
The Act of August 3, 1956 (70 

Stat. 991) (Public Law 968, 

84th Cong.), as amended. 

(Sec. 402:) 

There are authorized to be ap- 


propriated such sums as may be 
necessary for the purposes of this 
Act, but appropriations for public 
works projects authorized by titles 
cis. and IIT shall not exceed 
(1) for title I: Inside the United 
States, $95,010,000; outside the 
United Ste ate s. $35, 163; 000: see- 
a total 
of $334.104.000: 


title If: Inside the 
United States, $303,453,000; 
outside the United States, 
$62,001,000; section 203, 
$85,939,000; or a_ total of 
$451,393,000; 


(2) for 
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THE BILL 


(See. 207 (c):) 

Public Law 161, Eighty-fourth 
Congress, as amended, is amended 
by striking out in clause (2) of 
section 502 the amounts “308, 463,- 


600’, “$108,365,000”, and $ $575,- 
592,300” and inserting respec- 


tively in place thereof ‘“$308,634,- 
600’, “$111,403,300”, and $578,- 
801,300”. 

(Sec. 305 (b):) 

Public Law 161, Eighty-fourth 
Congress, as amended, is amended 
by striking out in clause (3) of 
section 502 the amounts ‘$824,- 
300,000” and “$1,363,189,000” and 
inserting in place thereof “$826,- 
038,000” and “$1,364,927,000”, 
respectively. 


(See. 107 (c):) 

Public Law 968, Eighty-fourth 
Congress, as amended, is amended 
by striking out in clause (1) of sec- 
tion 402 the amounts ‘$95,010,- 
000”, $35,763,000’’, and ‘$334,- 
104,000” asd inserting in place 
ther eof *$100,343,000’’, mrt 35,927,- 
000”, and “$3: 39,601,000”, r respec- 
tively. 


(See. wey (c):) 

Public Law 968, Eighty-fourth 
Congress as ame nded, is amended 
by sutking out in clause (2) of 
section 402 the amounts 
“$303 453,000’, “$85,939,000”, 


and ‘'$451,393,000” and inserting 


respectively in place _ thereof 
“312,004,000”, “$86,711,000”, 


and ‘‘$460,706,000”’. 
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EXISTING LAW 


(3) for title III: Inside the 


United States, $811,342,000; 
outside the United States 


$423,608,000; section 302 (a), 
$163,000,000; section 302 (b), 
$50,000,000 or a_ total of 


$1,447,950,000. 


The Act of August 30, 1957 (71 
] 


Stat. 531) (Public Law 85-241) 
(Sec. 502:) 
There are authorized to be 


appropriated such sums as may 
be necessary for the purposes of 
this Act, but appropriations, for 
public works projects authorized 
by Title I, II, and III shall not 
exceed— 
(1) for 
United 
outside the 
177,000; 
000; o 


title I: Inside the 
States, $115,624,000; 
United States, $34,- 
section 102, $143,002,- 
ra total of $293,103,000; 


, 


(3) for title III: Inside the 
United States, $394,076,000; 
outside the United States, $160,- 
705,000; section 302, $47,000,- 
000; or a total of $601,781,000. 


The Act 


Stat 


of February 
° 11) (] 


Zz, 1958 (7 
-ublic Law 85-325) 


(Sec. 3:) 

There are authorized to be ap- 
propriated such sums as may be 
necessary for the purposes of sec- 
tions 1 and 2 of this Act but 
appropriations for public works 
projects authorized by those sec- 
tions may not exceed $549,670,000. 
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(Sec. 306 (b):) 

Public Law 968, LEighty- 
fourth Congress, as emended, 
is amended by _ striking out 
in clause (3) of section 402 


the emounts ‘$811,342,000” and 
“*$1,447,950,000” and inserting in 
place thereof ‘$814,349,000” and 
“$1,450,957,000”’, respectively. 


(Sec. 108 (b):) 


Public Law 85-241, Eighty- 
fifth Congress, is amended by 


striking out in clause (1) of section 
502 the amounts ‘'$115,624,000” 
and **$293,103,000” and inserting 
in place thereof “*$116,915,000” 
and ‘$294,394 ,000.” 


(Sec. 307 (b):) 
Public Law 85-241, Eighty- 
fifth Congress, is amended by 


striking out in clause (3) of section 
502 the amounts ‘$394,076,000” 
and ‘‘$601,781,000” and inserting 
in place thereof “$ $399,755,000” 

| and “$607 ,460, 000”, 1 respectively. 


(See. 308 (b):) 

Public Law 85-325, Eighty-fith 
Congress, is amended by striking 
out in section 3 the amount 
“$549,670,000” and inserting in 


place thereof “$552,657,000” 
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EXISTING LAW 
Title 10, United States Code 


Sec. 2233. Acquisition. 

(a) Subject to sections 2234, 
2235, 2236, and 2238 of this title 
and subsection (c) of this section 
and after consulting the Commit- 
tees on Armed Services of the 
Senate and the House of Repres- 
entatives, the Secretary of Defense 
may— 

(1) acquire by purchase, 
lease, or transfer, and con- 
struct, expand, rehabilitate, 
or convert and equip, such 
facilities as he determines to 
be necessary to carry out the 
purposes of this chapter; 

(2) contribute to any State 
or Territory, Puerto Rico, or 
the District of Columbia such 
amounts as he determines to 
be necessary to expand, re- 
habilitate, or convert facilities 
owned by it for use jointly by 
units of two or more of the 
reserve components of the 
armed forces; 

(3) contribute to any State 
or Territory, Puerto Rico or 
the District of Columbia such 
amounts as he determines to 
be necessary to expand, re- 
habilitate, or convert facilities 
owned by it (or to acquire, 
construct, expand, rehabili- 
tate, or convert additional 
facilities) made necessary by 
the conversion, redesignation, 
or reorganization of units of 
the Army National Guard of 
the United States or the Air 
National Guard of the United 
States authorized by the Sec- 
retary of the military depart- 
ment concerned; and 

(4) contribute to any State 
or Territory, Puerto Rico, or 
the District of Columbia such 
amounts for the acquisition, 
construction, expansion, re- 
habilitation, or conversion by 
it of additional facilities as he 
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(Sec. 601:) 

(1) That part of section 2233 
(a) that precedes clause (1) thereof 
is re to read as follows: 
“Sec. 2233. Acquisition 

“*(a) Subject to sections 2233a, 
2234, 2235, and 2238 of this title 
and subsection (c) of this section, 
the Secretary of Defense may—”’ 
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determines to be required by 
an increase in the strength of 
the Army National Guard of 
the United States or the Air 
National Guard of the United 
States. 

(b) Title to property acquired 
under subsection (a) (1) vested in 
the United States. 

(c) The Secretary of Defense 
may delegate any of his authority 
or functions under this chapter to 
any department, agency, or officer 
of the Department of Defense. 

(d) The expenses of leasing 
property under subsection (a) (1) 
may be paid from appropriations 
available for the payment of rent. 
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(Sec. 601 :) 

(2) Section. 2233 is amended by 
adding the following new sub- 
sections at the end thereof: 

“(e) The Secretary of Defense 
may procure advance planning, 
construction design, and archi- 
tectural services in connection 
with facilities to be established 
or developed under this chapter 
which are not otherwise authorized 
by law.” 

“(f) Facilities authorized by 
subsection (a) shall not be con- 
sidered ‘military public works’ 
under the provisions of the mili- 
tary construction authorization 
acts that repeal prior authoriza- 
tions for military public works.” 


(Subsec. (d), which was added by sec. 414 of the act of August 3, 
1956, has not yet been codified, but its inclusion in the code is provided 
by sec. 1 (39) of H. R. 8943, 85th Cong.) 
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EXISTING LAW 


National Defense Facilities Act of 
1950 


Src. 3. Subject to the provisions 
of section 4 of this Act, the Secre- 
tary of Defense may, in an amount 
not to exceed $580,000,000 over a 
period of the next eight fiscal years 
commencing with fiscal year 1951, 
after consultation with the respec- 
tive Armed Services Committees 
of the Congress— 

(a) acquire by purchase, lease, 
or transfer, construct, expand, 
rehabilitate, convert, and equip 
such facilities as he shall deter- 
mine to be necessary to effectu- 
ate the purposes of this chapter, 
except that expenditures for the 
leasing of property for such 
purposes may be made from 
appropriations otherwise avail- 
able for the payment of rentals 
and without regard to the mone- 
tary limitation otherwise im- 
posed by this section; 
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Sec. 602. (a) Section 3 of the 
National Defense Facilities Act 
of 1950, as amended by paragraph 
(a) of the Act of August 9, 1955, 
chapter 662 (69 Stat. 593), and by 
section 2 of the Act of August 29, 
1957, Public Law 85-215 (71 Stat. 
489), is amended by striking out 
the words “in an amount not to 
exceed $580,000,000 over a period 
of the next eight fiscal years 
commencing with fiscal year 
1951,’’. 

Sec. 602. (b) Section 3 (a) of 
the National Defense Facilities 
Act of 1950, as amended by section 
414 of the Act of August 3, 1956, 
chapter 939 (70 Stat. 1018), is 
amended by striking out the 
words “and without regard to the 
monetary limitation otherwise im- 
posed by this section’’. 


(Sec. 3 of the National Defense Facilities Act of 1950, as amended, 
has been codified as sec. 2233 of title 10, United States Code, to the 
extent that it was permanent law. The above amendment deletes 
time and money limitations which were not codified.) 


SuMMARY OF Miuitary Pusiic Works AND RESERVE FACILITIES 
FoR Fiscat YEAR 1959 


CONTINENTAL UNITED STATES 


Alabama 


Army: 
Redstone Arsenal 
Fort McClellan 
Fort Rucker 

Air Force: 


$16, 132, 000 


, 529, 000 
, 905, 000 
, 406, 000 


Ne oo 


3rookley Air Force Base, Mobile 975, 000 


Craig Air Force Base, Selma 


400, 000 


Army National Guard: Ashford 70, 000 
Air Force Reserve: Bates Field, Mobile -- 97, 000 
Air National Guard: Birmingham Municipal Airport 150, 000 

Arizona 15, 902, 000 
Army: 


Fort Huachuea 


9, 098, 000 


Yuma Test Station 173, 000 
Air Force: 

Davis-Monthan Air Force Base, Tucson 4, 174, 000 

Luke Air Force Base, Phoenix___- 441, 000 

Williams Air Force Base, Chandler __ - 1, 361, 000 


Air National Guard: Sky Harbor Airport, Phoenix 655, 000 
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CONTINENTAL UNITED STATES—Continued 


WINSUMNG: * 0 ..cc2e.225 <accstraneseseeaueaeesss ei a $5, 162, 000 
Air Force: 
Blytheville Air Force Base, Blytheville- - - -- - - Sane eeeees 1, 654, 000 
Little Rock Air Force Base, Little Rock_-------- 3, 463, 000 
Army National Guard: Berryville. __.......-_._------ 45, 000 
QAMOSI 24 S325R552 Gee ee fae erate as 91, 208, 000 
Army: 
Baywood Park-_- - Sake 144, 000 
Fort: Ord. .... - peste care id 4, 733, 000 
Navy: 
Naval Air Station, Alameda__-_-______-_-. coe 114, 000 
Marine Corps Supply Center, Barstow _ - ------------- 280, 000 
Marine Corps Base, Camp Pendleton - - _-------------- 5, 138, 000 
Naval Ordnance Test Station, China Lake__- semeiee 129, 000 
Naval Ammunition Depot, Concord - --_ ---- -- aaa 2, 517, 000 
Naval Ordnance Laboratory, Corona____---_-_------- 510, 000 
Naval Auxiliary Landing Field, Crows Landing eres 47, 000 


“a al Air Station, Lemoore__ 


et eee s 15, 823, 000 
pas al Shipyard, Long Beach_- eee eee Tene 6, 000, 000 
Naval Air Station, North Island__ rece bape eee aia 7, 000, 000 

Naval Supply Center, NI ia ing a onli ies ut 146, 000 
Naval Air Missile Test Center, Point Mugu----------- 13, 841, 000 
Marine Corps Recruit Depot, San Diego- -_-__--_--_-- eh 206, 000 
Naval Training Center, San Diego________-_____- a 4, 199, 000 
Naval Shipyard, San Francisco___-...--...-..----- Z 766, 000 
Marine Corps Air Facility, Santa Ana___--- Sere 2, 158, 000 
Marine Corps Base, Twentynine Palms_____-- Sagan 241, 000 
\ir Force: 
Beale Air Force Base, Marysville- hee on eee nS 7, 868, 000 
Castle Air Force Base, Merced ---- PE SS cc bs ey 4, 578, 000 
Edwards Air Force Base, Muroc____-_-_-_-_-_- : aw 981, 000 
George Air Force Base, Victorville__ pls Sad 536, 000 
March Air Force Base,:Riverside___......._...._---- 3, 344, 000 
Mather Air Force Base, Sacramento-_____.-____.----_-- 1, 213, 000 
McClellan Air Force Base, Sacramento-__ : ss ete 1, 560, 000 
Norton Air Force Base, San Bernardino- - _- ec ee 658, 000 
Oxnard Air Force Base, Oxnard. _______-_- a Se 122, 000 
Travis Air Fores Base, Fairies 2, 997, 000 
Army National Guard: Hollister___-_---__- ae. pe 105, 000 
Army Reserve: 
Salinas oP . aa 164, 000 
Stockton . a 164, 000 
N«aval and Marine Reserve: 
Naval Air Station, Los Alamitos____ : _ 1, 992, 000 
Naval and Marine C orps Training C enter Alameda. - - 128, 000 
Naval Reserve Electronics Facility, Hayw laid: ees 99, 000 
Naval Reserve Training Center, Pasadena___- ore 295, 000 
Naval Reserve Electronics Facility, Port Chicago__----- 94, 000 
Naval and Marine Corps Reserve Training Center, San 
Jose __ Bek ea aE ne a, 78, 000 
Air National Guard: 
Hayward Municipal Airport ; 3 113, 000 
Ontario International Airport  ___-_- coca 127, 000 
Colorado D, 6, 514, 000 


Army: Fitzsimons Army Hospital_ Se 862, 000 
Air Force: Lowry Air Force Base, Beneath 2082 ota’: wes 5, 000, 000 


Naval and Marine Reserve: Nav al Air Station. Denver____. 652, 000 
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Connecticut 


Navy: Naval Submarine Base, New London_____-__---..-- 
Air Force Reserve: Bradley Field, Windsor Locks 


Delaware 


Air Force: Dover Air Force’Base,-Dover 


District of Columbia 


Navy: 
Naval Research Laboratory 
Naval receiving station 


UII ee a. Saad. aus eee eis aed ae oe eae 
Navy: 
eval Air Staton, Cecil Kieid .o. -.6<scnwdndccnnncewan 
Naval Air Station, Jacksonville___..............._._-- 
Naval Auxiliary Air Station, Mayport__..._....._._____ 
Naval outlying field, Whitehouse Field_-_._......__-___ 
Naval Auxiliary Air Station, Whiting Field 
Air Force: 
Eglin Air Force Base, Valparaiso-—._.............----- 
Homestead Air Foree. Base, Homestead 
MacDill Air Force Base, Tampa 
McCoy Air Force Base, Orlando 
retriex Air Foroe Baec, Coe0e: «cess sn ckcs ccccunwns 
Tyndall Air Force Base, Panama City____........----- 
Naval and Marine Reserve: Naval Reserve Training Center, 
St. Petersburg 


RNIN Oh ae anes g alee ye cs Ae area ea agate a a etek aerate 
Army: Fort Benning_--- 
Air Force: 
Dobbins Air Force -Bagse,’ Marietta____._._.______-___- 
Hunter Air Force Base, Savannah 
Robins Air Force Base, Macon_-__.--..--.---.-------- 
Turner Air Force Base, Albany___--....------ nicd aphtas 
Army National Guard: Calhoun___- 





$2, 407, 000 


2, 247, 000 
160, 000 


2, 874, 000 
2, 874, 000 
842, 000 


192, 000 
650, 000 








43, 253, 000 


1, 252, 000 
74, 000 
9, 892, 000 
142, 000 
4, 679, 000 


10, 109, 000 
1, 489, 000 
3, 577, 000 
5, 137, 000 
2, 884, 000 
3, 992, 000 


26, 000 


18, 862, 000 
3, 454, 000 


172, 000 
4, 493, 000 
4, 362, 000 
5, 474, 000 
110, 000 


Naval and Marine Reserve: Naval Air Station (Dobbins Air 


SIO RRND“ PRBNIOES oo ass ee ae cc eae ate wes 
Air National Guard: Travis Field, Savannah 


Idaho 


Air Force: Mountain Home Air Force Base, Mountain Home 
Army National Guard: Rigby 


Tllinois_ -__- 


ERY SS eOk SIRT ASOD ooo oo i cco ncn asia wieen 
Navy: Naval Training Center, Great Lakes__._.....--_--- 
Air Force: 
Scott Air Force Base, Belleville...................-.-- 
Chanute Air Force Base, Rantoul 
Army Reserve: Galesburg - 
Naval and Marine Reserve: 
Naval Air Station, Glenview 
Naval and Marine Corps 
Moline 
Air National Guard: 
Capital Airport, Springfield____.........------- 
O’Hare International Airport, Chicago 


Reserve Training Center, 





480, 000 
317, 000 


1, 096, 000 
1, 039, 000 





570, 000 
1, 368, 000 


423, 000 
640, 000 
157, 000 
179, 000 
152, 000 


78, 000 
1, 099, 000 
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Indiana 


sm ec nedcuddwdd@ucwadea Mddees ee yea releee ieee $12, 236, 000 
Army: Fort Bonjamin Martisct 2. 2 oh os oe oc nccee. 783, 000 
Air Force: Bunker Hill Air Force Base, Peru__..._...------ 7, 996, 000 
Army National Guard: Valparaiso_..................-.-<- 188, 000 
Naval and Marine Reserve: Naval Reserve Electronics 
Facility, Blooming@teti-< os ssuccoacnccdesuwcexareen ee 95, 000 
Air Force Reserve: Bakalar Air Force Base, Columbus_----__ 3, 174, 000 
GES ec wiisrdin akubpacaviaaian aa ne 270, 000 
Army National Guard: Camp Dodge--___......-.....--_-- 120, 000 
Naval and Marine Reserve: Naval Reserve Electronics 
Facility, Towa City. . «22.252 a se oe 97, 000 
Air National Guard: Des Moines Municipal Airport _--_----- 53, 000 
Waenees....... ..0cscusi ce ees Se ee 2 eee 9, 904, 000 
Army: 


Fort Leavenworth 
Fort Riley 
Air Force: 
Forbes Air Force Base, Topeka 
McConnell Air Force Base, Wichita 
Schilling Air Force Base, Salina 
Naval and Marine Reserve: 


Naval Air Station, Olathe 


Kentucky 


Army: 


Fort Knox_________-_-- c<caaiwemtkeeecevtmend 


Fort C ‘ampbe 1 
Army National Guard: Middleboro 


ity, 


SORE. 2 oc os cn cadsudtes waaaeeede eee 
Air Force: 
Barksdale Air Force Base, Shreveport_ 
Lake Charles Air Force Base, Lake Charles ___. 
Army National Guard: Camp Be auregard 
Naval and Marine Reserve: 


Naval Air Station (Alvin Callender), New Orleans_ - 


Communications Facility, 
Air Force Reserve: 
Orleans___- 


New Orleans___- 
Naval Air Station (Alvin Callender), 


NOMMM ess oc ete scansdenmwekoaseua see ee 
Navy: Naval Radio Station, Washington County - 
Air Force: 
Brunswick Naval Air Station, Brunswick 
Dow Air Force Base, Bangor 
Loring Air Force Base, Limestone 
Army National Guard: 
South Portland 
Augusta 


Naval and Marine Reserve: Naval Reserve Electronics Facil- 


1, 076, 000 
1, 084, 000 


2, 703, 000 
2, 119, 000 
2, 352, 000 

570, 000 


2, 292, 000 


516, 000 
$47, 000 
130, 000 


84, 000 
715, 000 


11, 285, , 000 








4, 280, 000 
3, 401, 000 
325, 000 


2, 447, 000 
j 210, 000 
New 

622, 000 








56, 489, 000 





38, 654, 000 


11, 417, 000 
2, 404, 000 
3, 774, 000 


150, 000 
90, 000 
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IID oo ao ae oe a eins se Ae en ig a ne eae $68, 590, 000 
Army: 
Rperdeoen Proving Ground... «- oc -.<nud on ded cecckak. 2, 697, 000 
Re oe COMET... 3 oc osacesa ea enbacnn ames 2, 051, 000 
Rey EI IOR 6 cing osc euen Se nasedauheweo cs 1, 913, 000 
WE: SON eo ce ecncue a bi cs Se aR a cea ea aril ea 795, 000 
We a iS hess ncn Gadcewn essa cada hemes. 498, 000 
PIN itd OG cede needa neeaseneeeeeee 43, 000 
Navy: 
Naval Air Facility, Andrews Air Force Base, Camp 
NG a sia bai a ss come ere oie temt ts thts 17, 666, 000 
NAVAL AOBUOMY, ANREDONE. «2.0... ccesi ns sukudccus 14, 200, 000 
National Naval Medical Center, Bethesda___________~-- 8, 503, 000 
Naval Ordnance Laboratory, White Oak__.__.-.___--- 601, 000 
Air Force: Andrews Air Force Base, Camp Springs-_--------- 18, 937, OOO 
Naval and Marine Reserve: Naval Reserve Training Center, 
White Oak- _- Paes ee ee ne ee 557, 000 
Air Force Reserve: Andrews Air Force Base, Camp Springs- - 129, 000 
Massachusetts___._____-_ Bee 8S aoe Rd ior nee 7, 659, 000 
Army: Fort Devens_ . Se ia, a ee One OS ee a 171, 000 
Navy: Naval Ammunition Depot, Hingham_____-____._--- 694, 000 
Air Force: 
Laurence G. Hanscom Field, Bedford___.____.______-- 165, 000 
Otis Air Force Base, Falmouth...._..............-.-- 3, 689, 000 
Westover Air Force Base, Chicopee Falls_....._...---- 1, 345, 000 
Army National Guard: 
Agawam__.___._- a ea alata Ne wpa Oe see ee L70, OOO 
UR a ret le ht eae 170, 000 
Naval and Marine Reserve: 
Naval Air Station, South Weymouth___...___..-_----- 407, 000 
Naval and Marine Corps Reserve Training Center, 
a Ts i he ee 108, 000 
Air National Guard: Barnes Field, Westfield_............-- 740, 000 
MRI ss te ee aeueaaenedenease 40, 236, 000 
PR. SIMEE OIG IO oc 5 i pow one poweweasncedeweuse 5, 666, 000 
Air Force: 
Kinross Air Force Base, Sault Sainte Marie______..__-- 9, 948, 000 
K. I. Sawyer Municipal Airport, Marquette_........--- 10, 673, 000 
Selfridge Air Force Base, Mount Clemens___...--.----- 3,.579, 000 
Wurtsmith Air Force Base, Oscoda_-._........-------- 8, 696, 000 
Asmy National Guard: BUG. 6ek aa cc 3 ook cckscwndnesenn 220, 000 
Naval and Marine Reserve: Naval Air Station, Grosse Ile---- 147, 000 
Air National Guard: 
Alpena County Airport, Alpena. -__-........--..----- 171, 000 
SOE Dated, WS SO a 5 ok we cccicnesscccutanas 1, 136, 000 
I oi Oe nn a ai Gin a ea ee ae eee eee 3, 279, 000 
Air Force: Duluth Municipal Airport, Duluth.._--.-...---- 2, 649, 000 
Army National Guard: Northwest St. Paul___.......--.--- 130, 000 


Air National Guard: Bethel Air National Guard Base, Bethel- 500, 000 
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Mississippi 


Navy: Naval Auxiliary Air Station, Meridian 
Air Force: 
Columbus Air Force Base, Columbus 
Greenville Air Force Base, Greenville 
Army National Guard: Ackerman. .-...................... 
Air National Guard: Gulfport Municipal Airport, Gulfport _-_ 


NE ONIIE oo in ci nr tn wei oa te eimai ee ee 
Air Force: 
Richard Gebaur Air Force Base, Kansas City 
Whiteman Air Force Base, Knobnoster_____.......-_-- 
Air Force Reserve: Richards Gebaur Air Force Base, Belton_ 
Air National Guard: Rosecrans Field, St. Joseph 


ERIN ies seins eine ale ceni Go RS ae ee es 
Air Force: , 
Glasgow Air Force Base, Glasgow - - ~__-_- os 
Malmstrom Air Force Base, Great Falls- 
Army National Guard: Kalispell 


NG@DIIBEE Ys. 5 cide ni Sa hwnneeda coset 
Air Force: 

Lincoln Air Force Base, 

Offutt Air Force Base, 


Lincoln ___-__- ; 
CIN oes eee 


NOVWNIN ooh coedaut noteaeaeee ena 2 


Army: Camp Desert Rock................. 
Navy: Naval Auxiliary Air Station, Fallon _ - 
Air Force: 
Nellis Air Force Base, Las Vegas 
Stead Air Force Base, Reno 
Air National Guard: 
Army National Guard: 


Weems a ree auc coo cec caus 


IUOW DINO oc ton tnnemgninatdi«mmbaaeesbasd id 


Air Force: Pease Air Force Base, Portsmouth__-___._._-- i 
Army National Guard: Coneoord...... 4.005 a. -h nnns 
Air Force Reserve: Grenier Air Force Base, Manchester___--_-_ 
Air National Guard: Grenier Air Force Base, Manchester - - 
New Jersey 


Bite: ‘Fe Bins 2 soe mc kaven da ndaa oak nd ea ne 
Navy: Naval Facility, Cape M: es ae ee aan 


Air Force: McGuire Air Force Base, Wrightstown siete 
Army National Guard: 
DR cdchhcnnncduatuciadch eee ems oie bine 


Trenton__-_- 


et: DR og ko aed cuedaes 


Army: White Sands Proving Ground 
Air Force: 
Holloman Air Force Base, 
Walker Air Force Base, 
Kirtland Air Force Base, 
Army National Guard: Espanola coc hn es se ea 
Air National Guard: Kirtland Air Force Base, 


Alamogordo 
Roswell 


75 


$17, 503, 000 


14, 940, 000 


1, 939, 000 
208, 000 
54, 000 
362, 000 


8, 208, 000 


2, 799, 000 
5, 185, 000 
101, 000 
123, 000 


__ 12,558, 000 


10, 659, 000 
1, 832, 000 
67, 000 


7, 515, 000 











4, 250, 000 
3, 265, 000 








4, 170, 000 
2, 892, 000 
80, 000 


358, 000 
571, 000 
159, 000 
110, 000 


4s 435, 000 


940, 000 








"141, 000 
3, 901, 000 


175, 000 
80, 000 


19, 120, 000 


7, 931, 000 





1, 650, 000 
8, 431, 000 
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INOW Wie os See hee Solder este oesesenebe Gis port see ee 
Army: United States Military Academy____..._.___.------ 
Air Force: 
Griffiss Air Force Base, Rome_______...-.---------_-- 
Plattsburg Air Force Base, Pl: uttsburg BSR Oe fre A eee 
Suffolk County Air eon Base, W esthampton 
Army National Guard: Saranac Lake 
Army Reserve: 
Batavia- -_-—-- 
Canandaigua. 
Hempstead - Sc 
Naval and Marine Reserve: 
Naval Air Station, New York a 
Naval Air Station, Niagara Falls_ _- 
Naval Reserve Training Center, Dunkirk ____- 
Naval Reserve Training Center, Fort Schuyle r 


North Carolina 


Army: 
Navy: 
Naval Seaplane Facility, Harvey Point 

Marine Corps Air Station, Cherry Point__ 

Marine Corps Air Facility, New River - 
Air Force: Seymour Johnson Air Force Base, ¢ 
Army National Guard: 

Shallotte 

Smithfield 


Fort Bragg 


roldsboro 


North Dakota 


Air Force: 
Grand Forks Air Force Base, 
Minot Air Force Base, 
Army Reserve: Fargo_- 


Grand Forks__- 
Minot_ _ 


Air Force: 
Clinton County, Air Force Base, Wilmington_-_---_._-_-~- 
Lockbourne Air Force Base, Columbus_____.._.__-.--- 
Wright-Patterson Air Force Base, Dayton 

Army National Guard: Caldwell 

Army Reserve: 

Fremont. 
St. Marys 
Canton 
WRN Soo ee St oo cn eee eaiakeamawne 

Naval and Marine Reserve: 

Naval Reserve Electronics Facility, 


Chillicothe......... 


Naval and Marine Corps Reserve Training Center, 

PUGUUONWNINR oe ie ce coocoseewowcsek une cee enseee 

a pe ee es Re ee SM wa eee 
Army: Fort Sill 


Air Force: 
Altus Air Force Base, Altus................-.--- 
Clinton-Sherman Air Force Base, Clinton 
Tinker Air Force Base, Oklahoma City 
Vance Air Force Base, Enid 

Army Reserve: 
oe) 
Oklahoma City 

Air Force Reserve: 





$9, 474, 000 


5, 844, 000 


1, 177, 000 
208, 000 
86, 000 
300, 000 


71, 000 
1, 000 


1 
17 
536, 000 


36, 


130, 000 
652, 000 
79, 000 
120, 000 


19, 098, 000 
762, 000 


11, 215, 000 
1, 067, 000 
1, 003, 000 
4, 858, 000 


95, 000 
98, 000 
7, 046, 000 


4, 176, 000 


2, 721, 000 
149, 000 
35, 222, 000 





11, 589, 000 
11, 716, 000 
11, 037, 000 

135, 000 


149, 000 
149, 000 

40, 000 
289, 000 


100, 000 
18, 000 


‘17 i, 887, 000 


3, 297, 000 


4, 051, 000 
2, 734, 000 
5, 196, 000 
1, 770, 000 


141, 000 
443, 000 
325, 000 





AUTHORIZING MILITARY CONSTRUCTION 77 


CONTINENTAL UNITED STATES—Continued 














OMI nn ca iis ie ce ei gl eee $462, 000 
Air Force: Kingsley Air Force Base, Klamath__.._.___.--_-- 229, 000 
Air National Guard: Portland International Airport. ....-- 233, 000 
Ponpeyivaiia. ..... 62s. .cxsinesedd eee A eo ee 9, 183, 000 
Army: Cagiislo Barracks: <j. «. scsnceehs awadl ents ack 2, 274, 000 
Air Force: 
Olmstead Air Force Base, Middletown-_ _.........--_-- 6, 169, 000 
Marietta Air Force Station, Marietta. ............---- 94, 000 
Army National Guard: Chester... 2 22. seek ceccduse Ske 206, 000 
Army Reserve: 
Johnstown_._--- on siianiesesiea she tea aan ee a es 99, 000 
eS, ie ee eo ee 149, 000 
Naval and Marine Reserve: Naval Air Station, Willow Grove - 99, 000 
Air Force Reserve: Naval Air Station, Willow Grove--__--_-- 93, 000 
Rhode Island. ... 466 -6246ccsadeos eee ee aoe eee 4, 405, 000 
Navy: 
Naval Station, Newport... ...0.<0xc eds one eeenedaua 1, 709, 000 
Naval Supply Depot, Newport. ...........-.--asss-us 2, 210, 000 
Naval War College, Newport... -.......-..-....-....-. 273, 000 
Air National Guard: Theodore F. Green Airport, Providence_. 213, 000 
Routh (ani oo oe ea a cig ene eee ee 18, 187, 000 
Navy: 
Marine Corps Auxiliary Air Station, Beaufort_.._.____- 4, 352, 000 
Nawal Cnipyard. CURSMON ns oe a ee cis 10, 000, 000 
Marine Corps Recruit Depot, Parris Island______.----- 462, 000 
Air Force: 
Donaldson Air Force Base, Greenville._.____________-_- 78, 000 
Myrtle Beach Air Force Base, Myrtle Beach.____-_-_-_- 1, 650, 000 
Shaw Ar Fores Base, Suriter..5. es ee cues 1, 339, 000 
Army National Guard: 
NG he ee an amas oune ei Rewc await ae 122, 000 
Whitmire_______- ses ssi on hci pc gag tcotaataan an aE eet ee 99, 000 
Army Reserve: Greenwood_--_-_-_- sss nl ak abort og! ta a as 85, 000 
South Dakota__-___- ss sisi lawn lls ek i ceisler 3, 391, 000 
Air Force: Ellsworth Air Force Base, Rapid City_......__-- 3, 241, 000 
Air National Guard: Salem_.___._......_.-.--- bole wns 150, 000 
FT a he a 2, 599, 000 
Air Force: 
Memphis General Depot, Memphis_-.........-.-.---- 1, 464, 000 
Sewart Air Force Base, Smyrna.._............-..----- 591, 000 
Army National Guard: Livingston__...................--- 91, 000 


Naval and Marine Reserve: Marine Corps Reserve Training 
Conter, MGMpRIS: . ...-+.scc0scsuue pee eee bene 453, 000 








78 AUTHORIZING MILITARY CONSTRUCTION 


CONTINENTAL UNITED STATES—Continued 


Army: 
Fort Bliss 


Navy: Naval Auxiliary Air Station, Kingsville 

Air Force: 
Amarillo Air Force Base, Amarillo 
Bergstrom Air Force Base, Austin 
ees (Abr Toren Dane, Bt reese 8 coe eo ee Sek e 
Brooks Air Force Base,.San Antonio. 
Carswell Air Force Base, Fort Worth_ - _ - 
Dyess Air Force Base, Abilene_ - _--------- 
James Connally Air Force Base, Waco_ - 
Kelly Air Force Base, San Antonio- ------_- 
Laughlin Air Force Base, Del Rio 
Perrin Air Foree Base,-Bhermanz_...................- 
Randolph Air Force Base, San Antonio-__- Nee Shee 


ee 


Webb Air Force Suen, Big Wa is ce 
Army National Guard: 
Gainesville_____-- 
Honey Grove_-__-_ 
ETDS TONER NOOR. ia oak cag ee ctw Seu eck Lie 
Naval and Marine Reserve: Naval Air Station, Dallas__ 
Air National Guard: Hensley Field, Grand Prairie 


Spank ere 


Air Force: Hill Air Force Base, Ogden - - - 


Vermont 


Air Force: Ethan Allen Air Force Base, Winooski 
Army National Guard: 
Swanton_____ 
Burlington ___ 


Virginia _ - aac 
Army: 
Fort Lee__-- tie ee 
Fort Eustis -_ - 
Navy: 
‘Naval Proving Ground, Dahlgren____- 
Fleet Air Defense Training Center, Dam Ne ck, Virginia 
ne SONG AT eR a tle re ere ars res 
Naval Auxiliary ‘Landing Field, Fentress____-- 
Armed Forces Staff College, Norfolk ________-- 
POR VRs wnne: TIMINONR. «oe ooo eee bx once 
Naval Supply RTO: TUOTIRIE fa ee cereudese cancun 
Marine Corps School, COINS eat oo ees 
Air Force: Langley Air Force Base, Hampton 
Army National Cheaed: Berry ville__- , 
Naval and Marine Reserve: Marine Corps Reserve » Training 
RONDE OMNI oe 8 oe ee ce unneuweweuwee 
Air National Guard: Byrd Field, Richmond - - - 


$54, 040, 000 


13, 734, 000 
4, 258, 000 
1, 041, 000 


979, 000 
1, 584, 000 
5, 080, 000 

13, 805, 000 
2, 257, 000 
1, 346, 000 

750, 000 

157, 000 

897, 000 

319, 000 

245, 000 
2, 051, 000 
3, 081, 000 


111, 000 
90, 000 
134, 000 
259, 000 
i 862, | 000 


3 746, ( 000 





A 746, 000 


~ 1, 335, 000 


990, 000 


137, 000 
208, 000 


19, 063, 000 





4, 630, 000 
3, 634, 000 


44, 000 


1, 184, 000 
142, 000 
4, 643, 000 
2, 546, 000 
128, 000 
168, 000 
1, 371, 000 
135, 000 


388, 000 
50, 000 
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Wantlimguon. ....< 266. soe bck eukcweecneneee ew ewe eee $11, 479, 000 


Army: Fort Lewis 


is no nn in lobe aaa astaas eae arate ee 3% 1, 085, 000 
Navy: Naval Ammunition De O06, DORI .. 5. ie sx wie 86, 000 
Air Force: 
Fairchild Air Force Base, Spokane_ -_-_-_-__---_- B55 Seba 4, 094, 000 
Larson Air Force Base, Moses Lake__________- aie =4 3, 795, 000 
McChord Air Force Base, Tacoma_-_ Sahn Pid 935, 000 
Naval and Marine Reserve: 
Naval Reserve Electronics Facility, Centralia____ 81, 000 
Naval Reserve Electronics Facility, Oly —_ (Tum- 
WEOOE? =. oe na ee ee os eet one 47, 000 
Naval Reserve Electronics Facility, Yakima_ = sacle 48, 000 
Air National Guard: Geiger Field, Spokane_ “ J. 1, 308, 000 
West Virginia ee ee 761, 000 
Army National Guard: Beckley 200, 000 
Army Reserve: 
Beckley - a on aneeees 289, 000 
sb ogc wae ene ne oe eae 149, 000 
Air National Guard: an Municipal Airport, Mar- 
tinsburg_ _- 123, 000 
WIGS. ga. gov scceceicacevadiueinceneee eee eee 17, 903, 000 
Air Force: 
Richard Bong Air Force Base, Kansasville___.._...---- 15, 552, 000 
TERI, NOEs PRON NI ies wrel wre ection aioe ee 795, 000 
Army Reserve: 
ee. oo cen cacedonteeetiwesces eee 157, 000 
ROWOUNR = 5 an nh ReseRKEeER ee 157, 000 
TN ica is nein Sn ea Dds OI a 490, 000 
Air Force Reserve: General Mitchell Field, Milwaukee-__---- 173, 000 
Air National Guard: Camp Williams, Camp Tee. 5 579, 000 
WYOMNOK....6. ceckaqcsceeseee cede eee ee enan tee 291, 000 
Army National Guard: Lovell. . . ..22525<2.602606-ccccece 142, 000 
BYURS TROMIEVG: COOVURIGS 6626s wcanwancsnccedouseunsoeen 149, 000 
Various locations (Zone of Interior) St : sasen 306 OO 
Army ; Sed 6, 584, 000 
rood Force__ . : _... 163, 629, 000 
Air National Guard__ & as 300, 000 
imey Reserve-_--- : ‘ 419, 000 
Classified (Zone of Interior) ___- | __ 484, 495, 000 
Army - ; . 123, 199, 000 
Navy - -- , 73, 796, 000 


Air Force_- _. 287, 500, 000 
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Alaska _ - Brie Se a eS eR oe aes $2, 194, 000 
wiroy: Bairhanks...... .......-.c.-.. ee ee ae 7, 000 
Air Force: 
Hielson Air Force Base_____________-. ; 380, 000 
Elmendorf Air Force Base____________- ee eee 710, 000 
King Salmon Airport____—__- ce ctaaee GP at 340, 000 
Army National Guard: 
Bethel __ _- eh Diese te Ae, alee NE 2 ie eee 480, 000 
RII 0 ae a Sta i a On iene Lee. 277, 000 
a a ae rea te ar ee ee 683, 000 
GN) 2: PURER. ne occ pete nmees bdessceeun 683, 000 
NINE oe Se aa 6 ee noo ee ek ae a eres 1, 540, 000 
Air Force: Howard Air Force Base_.._..............-..-- 1, 540, 000 
ON a ~ $90, 000 
Navy: Public Works Center, Guantanamo Bay----_-------- 890, 000 
IN a ators ia i cas data es is es ee an me eae a 180, 000 
Navy: Naval Communication Unit No. 3.......-_-.--.--- 1, 180, 000 
I a a tree wl ae ea ce 6 847, 000 
Army: 
Ti UNMRIES REUNION oie i wale ae eee wnwes cael oman 240, 000 
Ue URCORIINENE OUND i oe hee cies fin gece sh outa edlbea eae o 593, 000 
WTI ON a as Se een eh es oe 2, 925, 000 
Navy: 
Naval Air Station, ord ieland..... oc 6c cccewccanee 1, 271, 000 
Naval Submarine Base, Pearl Harbor___________-____- 159, 000 
Air Force: Hickam Air Force Base, Honolulu_.__.._.____--- 144, 000 
Naval and Marine Reserve: Naval and Marine Reserve Train- 
Sie SORSEr  TeONOUIIG. gow inn naecse wateact ace Seas 515, 000 
Mariana Islands........------------------------------------ 8, 982, 000 
Navy: ; 
Naval Air Station, Agana_______- Beet es i age tee re red 4, 414, 000 
Naval Supply Depot, Guam_____--_...-.--.--.------ 3, 060, 000 
Air Force: Andersen Air Force Base.......--------.----.- 1, 508, 000 
EMIS ies oe oes ede ciaence apoaemancim a eine aart ae 839, 000 
Air Force: Naval Station, Midway Island-_-__---_- Kattan ele 839, 000 
NNR i ae Ee tr aa ne re = 519, 000 
Navy: Naval Radio Facility, Port Lyautey._.......------- 519, 000 
PON NNEININ 8 es ree cu oo ued tes eLearn = 219, 000 
Navy: Naval Radio Facility, Londonderry __..-.....------ 219, 000 
REMIND Sieh oe eae in se ee ene auaeicaceneakaueceae 165, 000 





Navy: Naval Air Facility, Naha._........--------------- 165, 000 
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OUTSIDE CONTINENTAL UNITED STATES—Continued 

















Pueie: Hic. os cus kcogecand eaeias Sted ona ig ets ath aah ec Sea $4, 735, 000 
Navy: Naval Station, Roosevelt Roads _ - __-- a 3, 824, 000 
Air Force: Ramey Air Force Base-_------ ~~~ --- oa 643, 000 
Army National Guard: 

DONO. cei dacie ee su en eee 38, 000 
PRON MNOUD SS 5 nc ca kek coe es : 160, 000 

Air National Guard: San Juan International Airport, San 
PE wwreccikaaedeanel sane oe 70, 000 
Various locations, overseas- -_- giiek : 422, 517, 000 
Army - i iumige mde ee ewes 4, 967, 000 
Pit FOR. icewcsnwacann =a we -.-- 117, 550, 000 
Classified locations, overseas 79, 427, 000 
PN os ios _ 77, 922, 000 
INOS cc icaceduneseees 1, 505, 000 
Loeations not specified - -- - - ; a 80, 000, 000 
i), sid Peart ae : = sacle 10, 000, 000 
WOUT cnc wes. ccmmen a Gaedsee wees ahi 10, 000, 000 
Wer in Ae eS aes wit 10, 000, 000 
Department of Defense__-- net . 50, 000, 000 
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AUTOMOBILE INFORMATION DISCLOSURE ACT 
JUNE 24, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Mac inois, fr C ittee ‘state 
ir. Mack of Illinois, —— the ommittee on Inters tate te, ve epign 
Commerce, submitted the following OF MICHIGAN 


~* ‘ 


REPORT JUL 3 ieee 


[To accompany 8. 3500] MAIN 
REANING ROOM 
The Committee — Interstate and Foreign Commerce, to whom was 
referred the bill (S. 3500) to require the full and fair disclosure of 
certain aerial in connection with the distribution of new auto- 
mobiles in commerce, and for other purposes, having considered the 


same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF BILL 


This bill would require every manufacturer or importer of new auto- 
mobiles distributed in interstate commerce to affix a label to the wind- 
shield or window of each new automobile, prior to delivery to any 
dealer, containing the following information: the make, model, and 
serial or identification number, final assembly point, the name and 
location of the dealer and the city or town to which it is to be delivered 
to him, the method of transporting the automobile if driven or towed 
from the final assembly point to the place of delivery, and the total 
manufacturer’s suggested retail price specifying separately the sug- 
gested price of the car, the suggested price of each item of optional 
equipment physically attached to the automobile at the time of 
delivery, and the transportation charged to the dealer. 

The primary purpose of the bill is to disclose the manufacturer’s 
suggested retail price of the new automobile (passenger car or station 
wagon) so that the buyer will know what it is. This information is 
not available now. 

The present-day buyer of a new automobile is usually completely 
bewildered and unable to find his way through the marketing jungle 
in which the automobile dealers have become involved. 

This bill will restore the confidence of the automobile buyer. The 
disclosure of the manufacturer’s suggested retail delivered price will 
help to minimize the advertising extravagances indulged in by some 
automobile dealers. 


20006 
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NEED FOR LEGISLATION 


Recently, the new car dealers have been plagued by unfair and 
unscrupulous marketing practices on the part of some dealers, which 
have been injurious to the new car dealers as a whole, injurious to the 
car manufacturers, and bewildering to the purchasers of new cars. 
These practices are what is called “price packing’’ and misleading 
advertising. They have created chaos and confusion in the market 
place. 

Price packing is the practice of marking up or adding charges over 
and above the normal recognized markup from the wholesale price 
at which a dealer purchases a new automobile from a manufacturer. 
The pack in the price of the new car is, of course, offset by overallow- 
ances on the trade-in value of the customer’s used car. Much of the 
trouble caused by the pack has been the misconception, created in the 
minds of the public, as to the value of the used car in today’s market, 
as well as the uncertainty of knowing what the new car is worth. T he 
effect has been to confuse the public and to damage the automobile 
industry. Dealers who would like to do business on a fair, competi- 
tive basis have been forced to use such tactics in order to stay in busi- 
ness. Confusion, doubt, and suspicion have developed in the minds 
of the buying public which have retarded the sale of new cars, and 
have set off a chain reaction adversely affecting the entire automobile 
industry, and, in fact, our entire economy. 

The packing operation was described in testimony before the com- 
mittee by Senator Monroney, one of the authors of this legislation, as 
follows: 


The customer is led into the showroom by wild and strident 
advertising of huge discounts, overallowances, or even by 
paid trips to Paris. He is shown an official-looking schedule 
of prices, which in fact includes a pack of several hundred 
dollars over the factory-suggested list price. Testimony also 
indicated that in some instances the customer is shown a 
false invoice to indicate that the dealer is making no profit 
on the sale or that he is selling below cost. However, the 
primary emphasis is upon the amount the customer will be 
allowed for his used car. As the purchaser goes from dealer 
to dealer being offered more and more for his old car, and as 
he becomes more and more convinced of his ability to ‘‘out- 
trade” the “‘desperate’’ auto dealers, less and less attention 
is paid to the price of the new car. Normally the more ex- 
pensive the new car, the more the purchaser is offered for the 
old one. This creates the illusion that the most expensive 
car is the best deal. Often little attention is paid to the 
accessories and to the prices of accessories that are added 
in or left out, as the case may be. After deciding to pur- 
chase the car, the buyer is sometimes almost in a state of 
hypnosis with new-car fever and he rushes headlong through 
the closing. 

Packing leads to the following abuses: 
(1) Misleading claims, especially in advertising; 


(2) Unnecessary sales tax assessment which is generally based 
on the higher price of the new car; 
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(3) Unnecessary insurance charges which are also generally 

based on the higher price of the new car; 

(4) Unrealistic evaluation of the equity which a purchaser may 
oe in a new car that is “financed”’; 

(5) Prevention of valid price comparison by the public as 
between automobiles; and 

(6) Avoidance of price competition by automobile manu- 
facturers. 

The Automotive News reported the first quarter 1958 output of 
automobiles at 1,238,710, compared with 1,790,597 during the same 
period in 1957, 1,615,731 in 1956, and 1,995,543 in 1955, a banner 
year. At the same time unsold new car stocks in the hands of dealers 
jumped to 869,000, the highest since April 1, 1956, and unsold used 
car stocks reached a 4-year high. 

The drop in automobile produce tion has much to do with the fact 
that steel production has dropped to approximately 58 percent of the 
level of last year, demonstrating the effect of the automobile produc- 
tion on other basic industry. 

The striking fact is that, regardless of the above, disposable income 
is at near record levels. According to the Department of Commerce 
disposable income for the first quarter 1958 was $299,300 million, as 
compared with $296,500 million in the same period of 1957, $279,600 
million in 1956, $260,100 million in 1955. The record level was 
reached during the third quarter of 1957. It was $303,300 million. 

The individual purchaser cannot be blamed for his refusal to spend 
his savings on a new automobile or to obligate himself for years in 
the future when he simply cannot determine the price of a new car. 
This bill will go far in correcting the abuses which no manufacturer 
or dealer can unilaterally attack without being put at a competitive 
disadvantage. 

Your committee does not believe that 5. 3500 will correct all of the 
abuses described above. We do feel, however, that the factory- 
suggested retail price attached to the car will represent one solid 
number in an otherwise overwhelming jumble of figures and will 
operate to help restore public confidence in the automobile market. 


HEARINGS 


Hearings were held by the Subcommittee on Commerce and Finance 
of your committee on May 28, 1958. The National Automobile 
Dealers Association favored the bill. Mr. David Busbey, counsel for 
the Subcommittee on Automobile Marketing Practices of the United 
States Senate, spoke in favor of the bill on behalf of Senator A. S 
Mike Monroney. 

The American Automobile Association favored the bill in general, 
but recommended that it be amended to include the manufacturer’s 
excise tax as a separate item on the label in order that the purchaser 
may make the proper payment of his State and local taxes on the new 
car. Asa general rule, State and local officials use the bill of sale as a 
basis for tax assessment. Where the bill of sale does not show the 
Federal excise tax as a separate item, no effort is made to exclude this 
Federal tax from the basis of the State and local assessments. 

The National Independent Automobile Dealers Association opposed 
section 3 (c) of the bill which requires the label to show the name, and 
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location of the place of business, of the dealer to whom the new car 
is to be delivered. The association’s opposition is based on the fear 
that if this information is carried on the label, franchised dealers 
would no longer be able to supply new cars to the nonfranchised 
dealers, and this would hurt the members of the National Independent 
Automobile Dealers Association. 

The Ford Motor Co. submitted a statement in favor of this 
legislation. 


REPORTS FROM EXECUTIVE DEPARTMENTS 


The Department of Justice submitted an adverse report, taking 
the position that the ‘“‘price packing’ and false and misleading ad- 
vertising practices of the automobile dealers can be adequately con- 
trolled by existing antitrust legislation and legislation prohibiting 
false and misleading advertising. The Department also objected 
because this legislation was special legislation for the automobile 
industry. While the misrepresentation of list prices is more prevalent 
in the automobile industry than in others, the Department stated, 
this practice is not unknown in other industries. 

The Department of Commerce favored this legislation because it 
appears to offer possibilities of more immediate restoration of confi- 
dence on the part of automobile buyers in the integrity of the prices 
at which cars are offered, and may contribute to the revival and 
recovery of the automobile industry. 

These reports are shown in the appendix to this report. No 
estimate is available as to the cost of this legislation to the Federal 
Government. 


SECTION-BY-SECTION ANALYSIS OF BILL 


Section 1 cites this act as the Automobile Information Disclosure 
Act. 

Section 2 contains the definitions, which are largely self-explanatory. 
The bill applies only to passenger cars and station wagons. For the 
purposes of the bill, a car w ould remain “ne a until it is sold to the 
ultimate purchaser, which is de fined as the first person, other than a 
dealer purchasing in his capacity as a bates, who in good faith 
purchases such new automobile for purposes other than resale 

Section 3 requires every manufacturer, or importer of a new car for 
resale, to place a label upon the windshield or side window of the ear 
setting forth: 

(a) The make, model, and serial or identification number « 
numbers; 

(b) The final assembly point; 

(c) The name, and the location of the place of business, of the 
—_— to whom it is to be delivered; 

The name of the city or town at which it is to be delivered 

to such dealer; 

(e) The method of transportation used in making deliverv of 
such automobile, if driven or towed from final assembly point to 
place of delivery; and 
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(f) The following information: 
The retail price of such automobile suggested by the 
manufacturer; 

(2) The retail delivered price suggested by the manu- 
facturer for each accessory or item of optional equipment, 
physically attached to such automobile at the time of its 
delivery to such dealer, which is not included within the 
price of such automobile as stated pursuant to paragraph (1); 

(3) The amount charged, if any, to such dealer for the 
transportation of such automobile to the location at which it 
is delivered to such dealer; 

The total of the amounts specified pursuant to para- 
graphs (1), (2), and (3). 

Section 4 provides that any manufacturer of automobiles who fails 
to affix a label with the endorsement required by section 3, or who 
makes a false endorsement on the label, shall be fined not more than 
$1,000. Any person who willfully removes, alters, or renders illegible 
such label prior to the time that such automobile is delivered to the 
actual custody and possession of the ultimate purchaser, except 
where the manufacturer relabels the automobile in the event the 
same is rerouted, repurchased, or reacquired by the manufacturer of 
such automobile, shall be fined not more than $1,000, or imprisoned 
not more than 1 year, or both. 

Section 5 provides for an effective date of October 1, 1958, or the 
first day of the introduction of any new model of automobile in any 
line of automobile beginning after the date of enactment of this act 
whichever date will occur last. 


APPENDIX 


DePpARTMENT OF JUSTICE, 
OrFrice OF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., June 5, 19858. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear ConcressMAN Harris: This is in response to your request 
for the views of the Department of Justice concerning the bill (S. 3500) 
to require the full and fair disclosure of certain information in con- 
nection with the distribution of new automobiles in commerce, and for 
other purposes. 

The bill would require every manufacturer and importer of new 
automobiles to affix to the windshield of each new automobile a 
label setting forth information concerning the assembly point of the 
automobile, the name of the dealer to whom the automobile is to be 
delivered, the method of transportation used in making delivery of 
the automobile, the factory suggested list price of the automobile and 
accessories and the amount of any transportation charge. The bill 
would provide for the imposition of a fine of not more than $1,000 
for failure of comply with its provisions and a $1,000 fine or imprison- 
ment for 1 year, or both, for wilfully removing or altering the label 
required to be attached. 

The bill as passed by the Senate contains several minor changes in 
the language which do not affect the substance of the bill. In addition 
to these minor changes, it has been limited to “passenger cars or 
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station wagons” whereas when introduced it applied to numerous 
other types of vehicles. A further change would permit manu- 
facturers to relabel the automobile “in the event the same is rerouted, 
repurchased, or reacquired by the manufacturer of such automobile.”’ 

The apparent purpose of 5. 3500 is to eliminate certain practices in 
connection with the retailing of automobiles including so-called price 
packing. While the Department of Justice favors the elimination of 
the deceptive practice known as “price packing” it is our view that 
existing antitrust legislation and legislation prohibitnig false and 
misleading advertising are adequate to accomplish this objective. 
The Antitrust Division of this Department has at the present time 
several investigations directed toward the elimination of this practice. 

Those provisions of the bill which deal with factory suggested prices 
of automobiles and accessories would tend to facilitate resale price 
maintenance by manufacturers and would, in our view, create diffi- 
culties in antitrust law enforcement in this area. To the extent that 
dealers advertise ‘‘packed prices’”’ to be ‘‘factory suggested list tn — 
and to the extent that de: lers agree to charge specified ‘ ‘packed prices c 
or any prices, including fac tory suggested list prices, existing law, we 
believe, would be applicable. Similar comment would apply if a 
manufacturer were to require its dealers to charge any specified or 
minimum resale price except upon compliance with the provisions of 
the McGuire and Miller-Tydings Acts (15 U.S. C. 45). It is under- 
stood that there are no automobile manufacturers who attempt to 
enforce resale prices within the enabling provisions of those acts. 
ft is our view that automobile manufacturers, or any other manufac- 
turers, should not be encouraged to participate in the fermation of 
resale prices. Moreover, if the purpose of this bill is to protect the 
consumer, it would seem that the most helpful information to the 
consumer would be either the price actually paid by the dealer or 
the excise tax from which the purchaser could easily calculate the 
price paid by the dealer. The bill does not include a requirement 
that this information be listed on the label. The Department of 
Justice does not take a position on the question of whether or not the 
dealer price or the excise tax should be required to be disclosed. 
However, we should like to note that the disclosure provisicns of the 
bill fall short of requiring the relevant information which would be 
most useful to the purchaser. 

One of the principal objections to S. 3500 is that it is special legis- 
lation for the automobile industry. Even within that industry the 
bill is limited to “passenger cars or station wagons.”’ The practice 
of ‘“‘suggesting”’ or ‘‘recommending”’ retail prices prevails in other in- 
dustries, notably the hard eoods industries generally. While the 
misrepresentation of list prices is more prevalent in the automobile 
industry than in others, it is not unknown in other industries. There 
appears, therefore, doubtful basis for singling out the automobile 
industry for special treatment. 

Subsection (c) of section 3 of the bill which would require disclosure 
of the name and location of the place of business of the dealer to whom 
the automobile is first delivered is not, in our view, required to achieve 
any of the stated objectives of this bill. It appears that one of the 
effects of this provision would be to facilitate the control by manufac- 
turers of the persons to whom new-car dealers resell automobiles. 
It would, for example, provide a means by which wholesaling of new 
cars by dealers could be policed by manufacturers, even when the new 
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car was sold to another new-car dealer. An exception is made when 
the relabeling is performed by the manufacturer. We would be 
opposed to legisl: ation which would increase the degree of surveillance 
exercised by automobile manufacturers over dealers in respect to the 
persons to whom or the prices at. which they sell products which they 
own. Such surveillance has the necessary and intended effect of inter- 
fering with the right of consumers to exercise freedom of choice in the 
market place. Thus the benefits to consumers in terms of price and 
service which ere efforded by competition among all types of auto- 
mobile dealers may be affected by this provision of S. 3500. 

For the foregoing reasons, the Department of Justice is unable to 
recommend the enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
LAWRENCE E. WaALsaH, 
Deputy Attorney General. 


THe SECRETARY OF COMMERCE, 
Washington, D. C., May 28, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMAn: This is in reply to your request dated May 
19, 1958, for the views of this Department regarding S. 3500, an act 
to require the full and fair disclosure of certain : information i in connec- 
tion with the distribution of new automobiles in commerce, and for 
other purposes. 

We have given careful consideration to this and various other 
proposals which have been advanced to encours ge widespread revival 
and recovery of the automobile industry, w hich we ree ognize as a 
vital segment of our economy. Our conclusion is that S. "3500 may 
materially contribute to such revival and recovery, and we accordingly 
recommend its enactment. 

We are aware that the Department of Justice is currently engaged 
in a roughly parallel program under the antitrust laws to eliminate 
objectionable practices. Nevertheless, we feel that S. 3500 appears 
to offer possibilities of more immediate restoration of the necessary 
confidence on the part of buyers in the integrity of the prices at 
which cars are offered. In particular the bill should operate not only 
to expose and thereby to eliminate the much discussed practice of 
price packing, but should also afford to buyers a better basis on which 
to judge the values offered them. 

This is the opinion of the Department of Commerce and has not as 
yet been approved by the Bureau of the Budget. In view of the time 
element involved, we are simply sending it for the information it 
contains which may be helpful to the committee. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


O 
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DEPARTMENTS OF STATE AND JUSTICE, THE JUDICIARY, 
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June 24, 1958.—Ordered to be printed 


Mr. Rooney, from the committee of conference, sub MY ade she y 
following OF MICHIGAN 


anew" 


CONFERENCE REPORT JUL 3 1% 


We add aad 9498 AIN 
[To accompany H. R. 12428] ia aa ROOM 

The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 12428) 
making appropriations for the Departments of State and Justice, the 
Judiciary, and related agencies for the fiscal year ending June 30, 1959, 
and for other purposes, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 


That the Senate recede from its amendments numbered 2, 13, and 
24 


That the House recede from its disagreement to the amendments 
of the Senate numbered 3, 8, 14, and 15, and agree to the same. 


Amendment numbered 1: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment 
a) 
as follows: 


In lieu of the sum proposed by said amendment insert $/01,750,000; 
and the Senate agree to the same. 
Amendment numbered 4: 


That the House recede from its disagreement to the amendment of 


the Senate numbered 4, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $750,000; 
and the Senate agree to the same. 
Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 5, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,690,000; 
and the Senate agree to the same. 
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Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment as 
follows: 


In lieu of the sum proposed by said amendment insert $1,600,000; 
and the Senate agree to the same. 


Amendment numbered 9: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 9, and agree to the same with an amendment as 
follows: 


In lieu of the sum proposed by said amendment insert $22,800,000; 
and the Senate agree to the same. 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $7,250,000; 
und the Senate agree to the same. 

Amendment numbered 11: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $1,437,500; 
and the Senate agree to the same. 


Amendment numbered 17: 


That the House recede from its disagrement to the amendment of 
the Senate numbered 17, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $2,975,000 ; 
and the Senate agree to the same. 
Amendment numbered 18: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 18, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $14,000; 
and the Senate agree to the same. 
Amendment numbered 19: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment as 
follows: 


In lieu of the sum proposed by said amendment insert $950,000; and 
the Senate agree to the same. 


Amendment numbered 20: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 20, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $98,500,000; 
and the Senate agree to the same. 
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Amendment numbered 22: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 22, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $90,000; and 
the Senate agree to the same. 


Amendment numbered 23: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 23, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,410,500; 
and the Senate agree to the same. 


The committee of conference report in disagreement amendments 
numbered 6, 12, 16, and 21. 


JoHN J. Rooney, 
Prince H. Preston, 
Ropert L. F. Sixes, 
Don MAGNuwuson, 
CLARENCE CANNON, 
F. R. Covupert, Jr., 
Frank T. Bow, 
CiuirF CLEVENGEP, 
JoHN TABE™, 
Managers on the Part of the House. 
Lynpbon B. Jonunson, 
ALLEN J. ELLENDER, 
CarL HaypdeEN, 
J. W. Fu.spiacnut, 
StYLeEs BripGEs, 
By L. S. 
LEVERETT SALTONSTALL, 
BourKE HICKENLOOPER, 
By L. 8. 
Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 12428) making appropriations for the Departments 
of State and Justice, the Judiciary, and related agencies for the fiscal 
year ending June 30, 1959, and for other purposes, submit the followi ing 
statement in explanation of the effect of the action agreed upon and 
recommended in the accompanying conference report as to each of 
such amendments, namely: 


TITLE I—DEPARTMENT OF STATE 
ADMINISTRATION OF FOREIGN AFFAIRS 
SALARIES AND EXPENSES 


Amendment No. 1: Appropriates $101,750,000 instead of $100,- 
000,000 as proposed by the House and $102,000,000 as proposed by 
the Senate. 

Amendment No. 2: Provides limitation of $3,000 on purchase of 
certain automobiles as proposed by the House instead of $4,000 as 
proposed by the Senate. 

Amendment No. 3: Provides limitation of $6,000 on the purchase of 
11 automobiles as proposed by the Senate instead of $5,000 as pro- 
posed by the House. 


REPRESENTATION ALLOWANCES 


Amendment No. 4: Appropriates $750,000 instead of $650,000 as 
proposed by the House and $1,000,000 as proposed by the Senate. 


INTERNATIONAL ORGANIZATIONS AND CONFERENCES 
MISSIONS TO INTERNATIONAL ORGANIZATIONS 

Amendment No. 5: Appropriates $1,690,000 instead of $1,646,000 
as proposed by the House and $1,692,500 as proposed by the Senate. 
The $44,000 increase above the House amount is for the proposed new 
United States mission building and is to be used for no other purpose. 

Amendment No. 6: Reported in disagreement. 

INTERNATIONAL CONTINGENCIES 


Amendment No. 7: Appropriates $1,600,000 instead of $1,500,000 
as proposed by the House and $1,950,000 as proposed by the Senate. 
4 
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INTERNATIONAL COMMISSIONS 


INTERNATIONAL BOUNDARY AND WATER COMMISSION, UNITED STATES 
AND MEXICO 


CONSTRUCTION 


Amendment No. 8: Appropriates $1,000,000 as proposed by the 


Senate instead of $750,000 as proposed by the House. 
EDUCATIONAL EXCHANGE 
INTERNATIONAL EDUCATIONAL EXCHANGE ACTIVITIES 


Amendment No. 9: Appropriates $22,800,000 instead of $20,800,000 
as proposed by the House and $30,800,000 as proposed by the Senate. 
The conferees are agreed that not less than $4,623,775 of the above 
amount of $22,800,000 shall be for the American Republics area. 

Amendment No. 10: Provides that not less than $7,250,000 shall 
be used to purchase foreign currencies or credits owed to or owned 
by the Treasury of the United States instead of $6,750,000 as pro- 
posed by the House and $8,750,000 as proposed by the Senate. 

Amendment No. 11: Provides that not to exceed $1,437,500 may 
be used for administrative expenses instead of $1,387,500 as proposed 
by the House and $1,766,607 as proposed by the Senate. 


TITLE II—DEPARTMENT OF JUSTICE 
IMMIGRATION AND NATURALIZATION SERVICE 
SALARIES AND EXPENSES 


Amendment No. 12: Reported in disagreement. 
Amendment No. 13: Restores House language relative to com- 
pensation of the Commissioner. 


FEDERAL PRISON SYSTEM 
SALARIES AND EXPENSES, BUREAU OF PRISONS 


Amendment No. 14: Appropriates $33,707,000 as proposed by the 
Senate instead of $32,800,000 as proposed by the House. 


TITLE ITI—THE JUDICIARY 


Courts oF ApprEALs, Districr Courts, AND OTHER JUDICIAL 
SERVICES 


FEES OF JURORS AND COMMISSIONERS 
Amendment No. 15: Appropriates $4,995,000 as proposed by the 


Senate instead of $4,925,000 as proposed by the House. 
Amendment No. 16: Reported in disagreement. 
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TRAVEL AND MISCELLANEOUS EXPENSES 


Amendment No. 17: Appropriates $2,975,000 instead of $2,950,000 
as proposed by the House and $3,000,000 as proposed by the Senate. 

Amendment No. 18: Provides not to exceed $14,000 for expenses 
of attendance at meetings instead of $12,000 as proposed by the House 
and $15,000 as proposed by the Senate. 


ADMINISTRATIVE OFFICE OF THE UNITED STATES COURTS 


Amendment No. 19: Appropriates $950,000 instead of $925,000 as 
proposed by the House and $975,000 as proposed by the Senate. 


TITLE IV—UNITED STATES INFORMATION AGENCY 
SALARIES AND EXPENSES 


Amendment No. 20: Appropriates $98,500,000 instead of $97,- 
000,000 as proposed by the House and $100,000,000 as proposed by 
the Senate. 

Amendment No. 21: Reported in disagreement. 

Amendment No. 22: Provides that not to exceed $90,000 may be 
used for representation abroad instead of $75,000 as proposed by the 
House and $135,000 as proposed by the Senate. 


TITLE V—FUNDS APPROPRIATED TO THE PRESIDENT 
PRESIDENT’S SpecIAL INTERNATIONAL PROGRAM 


Amendment No. 23: Appropriates $6,410,500 instead of $6,000,000 
as proposed by the House and $6,821,000 as proposed by the Senate. 
Amendment No. 24: Provides that not to exceed a total of $25,000 
may be expended for representation as proposed by the House instead 
of $50,000 as proposed by the Senate. 
Joun J. Rooney, 
Princr H. Preston, 
Rosert L. F. Sixgs, 
Don Maanuson, 
CLARENCE CANNON, 
KF. R. Coupert, Jr., 
FraNK T. Bow, 
Cuirr CLEVENGER, 
JOHN TABER, 
Managers on the Part of the House. 
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of the Union and ordered to be printed 





:, .U yt i 
Mr. Bonner, from the Committee on Merchant Marigypanl deaearies, 
submitted the following 


REPORT 


[To accompany S. 3100] 


MAIN 
READING ROOM 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 3100) to provide transportation on Canadian 
vessels between ports in southeastern Alaska, and between Hyder, 
Alaska, and other points in southeastern Alaska or the continental 
United States, either directly or via a foreign port, or for any part of 
the transportation, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 

The purpose of this bill is to extend for a further period, not to 
exceed 1 year, the existing authority now granted to Canadian vessels 
to provide passenger service to residents of southeastern Alaska, either 
directly or via Canadian ports, and passenger and freight service to 
Hyder, Alaska. 

The authority has been granted and renewed since 1949, and has 
been doubly important and necessary since American-flag passenger 
service was discontinued in 1954 by Alaska Steamship Co., the only 
regular operator serving southeastern Alaska. 

The bill as reported incorporates the views of the Department. of 
Commerce that the bill should provide that the waiver of United 
States-flag operation shall terminate whenever the Secretary of Com- 
merce finds that United States-flag service is available. Neither the 
Department of Commerce, nor any of the evidence presented in the 
consideration of the bill disclosed any prospect of the early initiation 
of American-flag service. Therefore, it is probable that, as in the past 
9 years, the limited service required will continue to be furnished 
under the Canadian flag for the full authorized period until June 30, 
1959. 
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There has never been any question but that the ports of Hyder and 
southeastern Alaska require some service and that this service has not 
been supplied by American-flag vessels. In view of this, enactment of 
the bill and continuance of the waiver represents the only solution to 
the transportation problem of that area. 

Enactment of the bill would require no expenditure of funds by the 
United States. 

The departmental reports on the House bill, H. R. 9626, companion 
to S. 3100, follow: 

Tue SECRETARY OF COMMERCE, 
Washington, March 20, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Drar Mr. CuarrMan: This letter is in reply to your request of 
January 13, 1958, for the views of this Department ‘with respect to 
H. R. 96 26, a bill to provide transportation on Canadian vessels 
between ports in southeastern Alaska, and between Hyder, Alaska, 
and other points in southeastern Alaska, or the continental United 
States, either directly or via a foreign port, or for any part of the 
transportation. 

The bill provides that until June 30, 1959, notwithstanding the 
statutes restricting to United States- flag vessels built in the United 
States and owned by citizens of the U nited States, the transportation 
of passengers and merchandise from any port in the United States to 
another port of the United States (46 U.S. C., sees. 289, 883), passen- 
gers may be transported on Canadian vessels between ports in south- 
eastern Alaska. It also provides that passengers and merchandise 
may be transported on Canadian vessels between Hyder, Alaska, and 
other ports in southeastern Alaska or the continental United States, 
either directly or via a foreign port, or for any part of the trans- 
portation. 

Similar legislation was enacted in July 1957 (Public Law 85-103, 
71 Stat. 294), but the waiver therein authorized will expire June 30, 
1958 Similar legislation has been enacted annually since 1949. 

We have not had the benefit of official information but we have un- 
official advice, which we consider to be reliable, that the transport, 
both of passengers and cargo, by Canadian vessels under the waiver 
of the coastwise law (Public Law 85-103) has been very limited in 
numbers and tonnage. We realize that the extent of service in- 
volved is but one facet of the problem and that it may be of critical 
importance to the Alaskan localities concerned. It is not clear, if the 
waiver were not extended, whether United States-flag vessels would or 
could provide the service, however limited, now furnished by the 
Canadian vessels under the waiver. We do not wish to deprive the 
Alaska localities of desirable shipping services, but we cannot recom- 
mend extension of the waiver if it tends to break down the congres- 
sional policy calling for an American merchant marine with citizen- 
owned vessels. 

If the committee determines that the existing circumstances justify 
favorable consideration of a waiver, we suggest that the committee 
give consideration to limit the waiver to cases where the Secretary of 
Commerce determines that the United States-flag service is not 
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available to provide the requisite services. Such a limitation may be 
accomplished by an amendment as follows: 

Page 2, line 5, strike out line 5, and insert in lieu thereof the follow- 
ing: “transportation, whenever the Secretary of Commerce deter- 
mines that United States-flag service is not available to provide such 
transportation. Any waiver or waivers authorized by the Secretary 
shall terminate whenever the Secretary determines that United 
States-flag ‘service is available.”’ 

Subject to committee consideration of this amendment, the Depart- 
ment has no objection to favorable consideration of the bill. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this letter to the committee. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 11, 1958. 
Hon. Hersertr C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. Bonner: This responds to your request for the views of 
this Department on H. R. 9626, a bill to provide transportation on 
Canadian vessels between ports in southeastern Alaska, and between 
Hyder, Alaska, and other points in southeastern Alaska or the con- 
tinental United States, either directly or via a foreign port, or for any 
part of the transportation. 

We recommend that he bill be enacted. 

The bill, if enacted, would permit until June 30, 1959, the trans- 
portation of passengers and merchandise on Canadian vessels between 
Hyder, Alaska, and other ports in southeastern Alaska or the con- 
tinental United States, either directly or via a foreign port, and the 
transportation of passengers only on Canadian vesssels between 
ports in southeastern Alaska, either directly or via a foreign port. 
Section 8 of the act of June 19, 1886, as amended (46 U.S. C., see. 
289), prohibits the transportation of passengers in foreign vessels 
between ports in the United States. Section 27 of the Merchant 
Marine Act of 1920, as amended (46 U. S. C., sec. 883), imposes a 
similar prohibition upon the transportation of merchandise. 

Legislation substantially the same as that embodied in the bill has 
been enacted annually since 1949. The latest statute, which is identi- 
cal to the bill, except for the termination date, was Public Law 85-103, 
85th Congress, Ist session, approved July 11, 1957 (71 Stat. 294). 
It permitted such transportation by Canadian vessels until June 30, 
1958. 

Such exemption from the provisions of the 1886 and 1920 statutes 
has been particularly necessary since October 6, 1954, when the 
Alaska Steamship Co. terminated all passenger service to the Terri- 
tory. The bill permits the necessary coastal transportation of pas- 
sengers by Canadian-flag vessels in southeastern Alaska. Enactment 
of this legislation is desirable as long as no domestic carrier provides 
transportation service. 
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Enactment of the bill would require no expenditure of funds by the 
United States. 
The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 
Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


O 
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r. Davis of Tennessee, fro e ce ittee conference, 
\ D f Ten from the committee of conference 
submitted the following 


CONFERENCE REPORT 


[To accompany 8S. 3910] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 3910) authoriz- 
ing the construction, repair, and preservation of certain public works 
on rivers and harbors for navigation, flood control, and for other 
purposes, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: 


TITLE I—RIVERS AND HARBORS 


Sec. 101. That the following works of improvement of rivers and 
harbors and other waterways for navigation, flood control, and other pur- 
Pose S are hereby adopted and authoriz ed to be prosec uted under the direc- 
tion of the Secretary of the . irmy and SUPETVISION oft the ¢ hief of Engineers, 
in accordance with the plans and subject to the conditions recommended by 
the Ch ef of Een gineers in the r spective Eee here inafter P designated: 
Provided, That the eat of section 1 of the River and Harbor Aet 
approved March 2, 1 (Public Law N aid 14, Seventy-ninth Con- 
gress, first session), shal! govern with respect to projects authorized in this 
title: and the procedure s therein set forth with respect to plans, proposals, 
or reports for works of improvement for navigation or flood control and 
for irrigation and purposes incidental thereto, shall apply as if herein 
set forth in full: 


20006—58——-1 
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NAVIGATION 


Josias River, Maine: House Document Numbered 377, Kighty-fifth 
Congress, at an estimated cost of $258,400; 

Salem Harbor, Massachusetts: House Document Numbered 31, Eighty- 
Sifth Congress, at an estimated cost of $1,100,000; 

Boston Harbor, Massachusetts: House Document Numbered 349, 
Eighty-fourth Congress, at an estimated cost of 720,000; 

East Boat Basin, Cape Cod Canal, Massachusetts: House Document 
Numbered 168, Eighty-fifth Congress, at an estimated cost of $360,000; 

Bridgeport Harbor, Connecticut: House Document Numbered 136, 
Enghty-fifth Congress, at an estimated cost of $2,300,000; 

New York Harbor, New York: Senate Document Numbered 48, 
Eighty-fourth Congress, at an estimated cost of $1,678,000; 

Baltimore Harbor and Channels, Maryland: House Document Num- 
bered 86, Eighty-fifth Congress, at an estimated cost of $28,161,000; 

Herring Creek, Maryland: House Document Numbered 159, Highty- 
fourth Congress, at an estimated cost of $110,000; 

Betterton Harbor, Maryland: House Document Numbered 333, 
Eiighty-fourth Congress, at an estimated cost of $78,000; 

Delaware River Anchorages: House Document Numbered 185, Eighty- 
fifth Congress, at an estimated cost of $24,447,000; 

Hull Creek, Virginia: House Document Numbered 287, Eighty-fifth 
Congress, at an estimated cost of $269,800; 

Morehead City Harbor, North Carolina: Senate Document Numbered 
54, Eighty-fourth Congress, at an estimated cost of $1,197,000; 

Intracoastal Waterway, Jacksonville to Miami, Florida: House 
Document Numbered 222, Eighty-fifth Congress, maintenance; 

Port Everglades Harbor, Florida: House Document Numbered 346, 
Eighty-fifth Congress, at an estimated cost of $6,683,000; 

Escambia River, Florida: House Document Numbered 75, Eighty-fifth 
Congress, at an estimated cost of $61,000; 

Gulfport Harbor, Mississippi: Senate Document Numbered 123, 
Eighty-fourth Congress, maintenance; 

Barataria Bay, Louisiana: House Document Numbered 82, Eighty- 
Sifth Congress, at an estimated cost of $1,647,000; 

Chefuncte River and Bogue Falia, Louisiana: Senate Document 
Numbered 54, Eighty-fifth Congress, at an estimated cost of $48,000; 

Pass Cavallo to Port Lavaca, Texas: House Document Numbered 131, 
Eighty-fourth Congress, at an estimated cost of $413,000; 

Galveston Harbor and Houston Ship Channel, Texas: House Docu- 
ment Numbered 350, Eighty-fifth Congress, at an estimated cost of 
$17,196,000; 

Matagorda Ship Channel, Port Lavaca, Texas: House Document 
Numbered 388, Eighty-fourth Congress, at an estimated cost of $9,944,000; 

Port Aransas-Corpus Christi Waterway, Teras: House Document 
Numbered 361, Eighty-fifth Congress, at an estimated cost of $6,272,000; 

Port Aransas-Corpus Christi Waterway, Teras, La Quinta Channel: 
Senate Document Numbered 33, Eighty-fifth Congress, at an estimated 
cost of $954,000; 

Freeport Harbor, Texas: House Document Numbered 433, Eighty- 
fourth Congress, at an estimated cost of $317 000; 

Mississippi River between Missouri River and Minneapolis, Minne- 
sota, damage to levee and drainage districts: House Document Numbered 
135, Eighty-fourth Congress, at an estimated cost of $2,476,000; 
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Mississippi River at Alton, Illinois, commercial harbor: House Docu- 
ment Numbered 136, Eighty- fourth Congress, at an estimated cost of 
$246,000; 

Mississippi River at Alton, Illinois, small-boat harbor: House Docu- 
ment Numbered 136, Eighty-fourth Congress, at an estimated cost of 
$101,000; 

Mississippi River at Clinton, Iowa, Beaver Slough: House Document 
Numbered 345, Eighty-fourth Congress, at an estimated cost of $241,000; 

Mississippt River at Clinton, Iowa, report on damages: Freuse, Docu- 
ment Numbered 412, Eighty-fourth Congress, at an estimated cost of 
$147,000; 

Mississippi River between Saint Louis, Missouri, and Lock and Dam 
Numbered 26: Senate Document Numbered 7, Eighty-fifth Congress, at 
an estimated cost of $5,802,000; 

Mississippt River between the Missouri River and Minneapolis, 
Minnesota: Modification of the existing project in the Mississippi River 
at Saint Anthony Falls, Minneapolis, Minnesota, House Document 
Numbered 33, ighty-fifth Congress; 

Minnesota River, Minnesota: Senate Document Numbered 144, 
Eighty-fourth Congress, at an estimated cost of $2,539,000: Provided, 
That the channel may be extended five-tenths of a mile upstream to mile 
14.7 at an estimated additional cost of $5,000; 

Vermilion Harbor, Ohio: House Document Numbered 231, Eighty- 


fifth Congress, at an estimated cost of $474,000; 


Ohio River at Gallipolis, Ohio: House Document Numbered 423, 
Kighty-fourth Congress, at an estimated cost of $66,000; 
Licking River, Kentucky: House Document Numbered 434, Eighty- 


fourth Congress, maintenance; 


Saxon Harbor, Wisconsin: House Document Numbered 169, Eighty- 


fifth Congress, at an estimated cost of $393,500; 


Two Rivers Harbor, Wisconsin: House Document Numbered 362. 
Eighty-fourth Congress, at an estimated cost of $66,000; 

Port Washington Harbor, Wisconsin: House Document Numbered 
446, Eighty-third Congress, at an estimated Federal cost of $2,181,000: 
Provided, That local interests shall contribute 30 per cent of the total cost 
of the project; 

Saint Joseph Harbor, Michigan: Senate Document Numbered 95 
Eighty-fourth Congress, maintenance; 

Old Channel of Rouge River, Michigan: House Document Numbered 
135, Eighty-ffth Congress, at an estimated cost of $101,400; 

Cleveland Harbor, Ohio: House Document Numbered 107, Exghty-fitth 
Congress, at an estimated cost of $14,927,000; 

Toledo Harbor, Ohio: House Doc ument Numbered 436, EHighty-fourth 
Congress, at an estimated gon of $859 000; 

Irondequoit Bay, New York: House Document Numbered 332, Eighty- 


fourth Congress, at an estimated cost of $1,938 000; 


Santa Cruz Harbor, Santa Cruz, Californ ia: House Document Num- 
bered 357, Exghty-ffth Congress, at an estimated cost of $1,612,000; 

Yaquina Bay and Harbor, Oregon: Senate Document Numbered 8, 
Eighty-fifth Congress, at an estimated cost of $19,800,000; 

Siuslaw River, Oregon: House Document Numbered 204, Exghty-fifth 
Congress, at an estimated cost of $1,693,100; 

Port Townsend Harbor, Washington: House Document Numbered 418, 
Eighty-fourth Congress, at an estimated cost of $387,000; 
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Bellingham Harbor, Washington: Senate Document Numbered 46, 
fighty-fifth Congress, at an estimated cost of $83,700; 

Douglas and Juneau Harbors, Alaska: House Document Numbered 
286, Eighty-fourth Congress, at an estimated cost of $1,394,000; 

Dillingham Harbor, Alaska: House Document Nembored 390, Eighty- 
fourth Congress, at an estimated cost of $372,000; 

Naknek River, Alaska: House Document Numbered 390, Eighty- 
fourth Congress, at an estimated cost of $19,000; 

Cook Inlet, navigation improvements, Alaska: House Document 
Numbered 34, Eighty-fifth Congress, at an estimated cost of $5,199,200; 

San Juan Harbor, Puerto Rico: House Document Numbered 
Enghty-fifth Congress, at an estimated cost of $6,476,800; 


BEACH EROSION 


State of Connecticut, Area 9, East River to New Haven Harbor: House 
Document Numbered 395, Eighty-fourth Congress, at an estimated cost 
of $12,000; 

Connecticut shoreline, Areas 8 and 11, Saugatuck River to Byram 
River: House Document Numbered 174, Eighty-fifth Congress, at an 
estimated cost of $229 000: 

Fire Island Inlet, Loug Island, New York: House Document Num- 
bered 411, Eighty-fourth Congress, at an estimated cost of $2,724,000; 

dilontic Coast of New Jersey, Sandy Hook to Barnegat Inlet: House 
Document Numbered 332, Eighty-fifth Congress, at an estimated cost of 
$6,755,000; 

Delaware Coast from Kitts Hummock to Fenwick Island, Delaware: 
House Document Numbered 216, Eighty-fifth Congress, at an estimated 
cost of $28,000; 

Palm om County, from Lake Worth Inlet to South Lake Worth 
Inlet, Florida: House Document Numbered 342, Kighty-fifth Congress, 
at an chai d cost of $222,500; 

Berrien County, Michigan: House Document Numbered 336, Eighty- 
fifth Congre ss, at an estimated cost of $226 000: 

Manitowoc County, Wisconsin: House Document Numbered 348, 
Eighty-fourth Congress, al an estimated cost of $50,000: 

Fair Haven Beach State Park, New York: House Document Num- 
bered 1: BL ighty- fourth Conaress, at an estimated cost of $114,000; 

Homies Beach State Park, New York: House Document Numbered 
138, Eighty-fourth Congress, at an estimated cost of $404,000; 

Humboldt Bay, California: House Document Numbered 282, Eighty- 
Sifth Congre 8s, at an estimated cost of $38 200: 

Santa Cruz County, California: House Document Numbered 179. 
Eighty-fifth Congress, at an estimated cost of &516.000: 

San Diego em California: House Document Numbered 399, 
Kighty- fourth ¢ ongress, at an estimated cost of $289,000; 

Waimea Beach and Hanapepe Bay, Island of Kauai, Territory of 
Hawaii: House Document Numbered 432, Eighty-fourth Congress, at an 
estimated cost of $20,000. 

Sec. 102. That the Secretary of the Army is hereby authorized to 
reimburse local interests for such work done by them, on the beach erosion 
projects authorized in section 101, subsequent to the initiation of the co- 
operative studies which form the basis for the projects: Provided, That 
the work which may have been done on these projects is approved by the 
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Chief of Engineers as being in accordance with the projects hereby adopted: 
Provided further, That such reimbursement shall be subject to appropri- 
ations applicable thereto or funds available therefor and shall not take 
precedence over other pending projects of higher priority for improve- 
ments. 

Sec. 103. That pending fulfillment of the conditions of local coopera- 
tion for the Gulf Intracoastal Waterway, Algiers Canal, as authorized 
by the River and Harbor Act of March 2, 1944, appropriations heretofore 
or hereafter made for maintenance of rivers ane harbors may be used Jor 
operation and mainte LLC of the railroad bridge over Algiers Canal . for 
the period from September 1, 1956, to December 31, 1958. 

Sec. 104. That there is hereby authorized a comprehensive project to 
provide for control and progressive eradication of the water-hyacinth, 
alligatorweed, and other obnoxious aquatic plant growths from the navi- 
gable waters, tributary. streams, connecting channels, and other allied 
waters in the States of North Carolina, South Carolina, Georgia, Florida, 
Alabama, Mississippi, Louisiana, and Texas, in the combined interest 
of navigation, flood control, drainage, agriculture, fish and wildlife con- 
servation, public health, and related purposes, including continued re- 
search for development of the most effective and economic control measures, 
at an estimated additional cost for the expanded program over that now 
underway of $1,350,000 ann ually for five years, of which 70 per centum, 
presently sotiehated at $945,000, shall be borne by the United States and 
30 per centum, presently ehitmlel at $405,000, by local interests, to be 
administered by the Chief of Engineers, under the direction of the Secre- 
tary of the Army in cooperation with other Federal and State agencies in 
accordance with the report of the Ch ief of Engineers, published as House 
Document Numbered 37, Eighty-fifth Congress: Provided, That local 
interests agree to hold and save the United States free from claims that 
may <oceur from such operations and participate to the extent of 30 per 
centum of the cost of the additional program: Provided further, That 
Federal funds appropriated for this project shall be allocated by the Chief 
of Engineers on a priority basis, based upon the urgency and need of 
each area, and the availability of local funds. 

Sec. 105. That for preliminary examinations and surveys authorized 
in previous river and harbor and flood-control Acts, the Secretary of the 
Army is hereby directed to cause investigations and reports for navigation 
and allied purposes to be prepared under the supervision of the Chief of 
Engineers wn the form of survey reports, and that preliminary examina- 
tion reports shall no longer be required to be prepared. 

Sec. 106. That the improvement of Apalachicola Bay, Florida, 
authorized by the River and Harbor Act of 1954 in accordance with the 
recommendations of the Chief of Engineers in House Document Num- 
bered 156, Eighty-second Congress; and the improvement of Apalachicola 
Bay, Florida, channel across Saint George Island, authorized by the 
River and Harbor Act of 1954, in accordance with the recommendations 
of the Chief of Engineers in House Document Numbered 557, Eightu- 
second Congress, are hereby modified to provide that the Secretary of the 
Army shall reimburse local interests for such work as they may have done 
upon the projects insofar as this work shall be approved by the Chief of 
Engineers and found to have been done in accordance with the projects 
adopted by the Act of 1954: Provided, That reimbursement shall be based 
upon the reduction in the amount of material which will have to be removed 
to provide project dimensions at such time as Federal dredging of the 











6 RIVER AND HARBOR PROJECTS, 1958 


channels is undertaken: Provided further, That such reimbursement shall 
be subject to appropriations applicable thereto and shall not take preced- 
ence over authorized Federal improvements of higher priority. 

Sec. 107. That the improvement of Pascagoula Harbor, Dog River 
Cutoff, Mississippi, authorized by the River and Harbor Act of 1950, 
in accordance with the recommendations of the Chief of Engineers in 
House Document Numbered 188, Eighty-first Congress, is hereby modified 
to provide that the Secretary of the Army shall reimburse local interests 
for such work as they may have done on this project, within the limits of 
the Federal portion of the project, over and above any items required as a 
part of the local cooperation for the project, insofar as the same shall be 
approved by the Chief of Engineers and found to have been done in 
accordance with project modification adopted in said Act: Provided, That 
such payment shall not exceed the sum of $44,000: Provided further, 
That such reimbursement shall be subject to appropriations therefor and 
shall not have precedence over authorized Federal improvements of higher 
priority: And provided further, That no reimbursement to local interests 
shall be made until they have met all the requirements of local cooperation 
in the recommendations of the Chief of Engineers in House Document 
Numbered 188, Eighty-first Congress. 

Sec. 108. That the Federal project structures, appurtenances, and real 
property of the Upper Fox River, Wisconsin, shall be disposed of in ac- 
cordance with the provisions of this section: Provided, That all or any 
part of the right, title, and interest of the United States to any portion of 
the said property may , regardless of any other provision of law, be con- 
veyed, upon such terms and conditions as may be advisable: Provided 
Jurther, That, if the State of Wisconsin offers to take over said property 
under the terms and conditions hereinafter prescribed, the Secretary of 
the Army is hereby authorized to convey by quitclaim deed to said State, 
without monetary consideration, all such right, title, and interest of the 
United States in said property, and the United States shall thereafter 
have no further obligations with respect to the property so conveyed. In 
consideration of the State accepting such conveyance, and assuming re- 
sponsibility for said property, there is hereby authorized to be expended 
jrom appropriations hereafter made for civil functions administered by 
the Department of the Army toward the work of placing the project facili- 
ties in a condition suitable for public purposes, not to exceed $300,000. 
The Chief of Engineers is authorized to enter into agreements with the 
duly authorized representatives of the State with respect to the details of 
the work to be performed and transfer of the property. If the State fails 
to present a satisfactory offer within two years after the date of enactment 
of this Act, said property may be disposed of pursuant to the provisions 
of existing law and upon such terms and conditions as may be determined 
to be in the public interest: And provided further, That, after acceptance 
of said property by the State of Wisconsin, the Federal laws, other than 
the Federal Power Act, governing the protection and preservation of 
navigable waters shall not apply to the reach of the Upper Fox River, 
Wisconsin, above its juncture with the mouth of the Wolf River. 

Sec. 109. The projects fur the Illinois Waterway and Grand Calumet 
River, Illinois and Indiana (Calumet-Sag navigation project), authorized 
by the River and Harbor Act of July 24, 1946, is hereby modified in 
accordance with the recommendations in House Document Numbered 45 
Eighty-fifth Congress, insofar as they apply to existing highway bridges 
in part I, Sag Junction to Lake Calumet, at an estimated additronal cost 
of $9,884,000. 
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Sec. 110. (a) The Secretary of the Army hereby is authorized to acquire 
on behalf of the United States the fee simple title in and to the lands 
in the lake (known as Sinnissippi Lake) created by the Government dam 
constructed across Rock River between Sterling and Rock Falls, Illinois, 
and over which the United States now holds flowage rights or easement, 
and in and to all other lands upon which the United States has rights or 
easements used for the purpose of and appurtenant to the operation of 
the Federal project known as the IMinois and Mississippi Canal (which 
lake, canal, feeder, and appurtenances thereto are referred to collectively 
in this section as the canal) in the State of Illinois; said fee simple title 
to be acquired subject to the continuing r ight of access to Sinnissippi Lake 
by the riparian owners whose land adjoins and abuts said lake. Such 
acquisition may be accomplished by purchase, acceptance of donation, 
exchange, exercise of the power of eminent domain, or otherwise. 

(6) The Secretary of the Army further is authorized out of appropria- 
tions hereafter made for civil functions administered by the Department 
of the Army, to cause the canal to be repaired and modified for the purpose 
of placing the same in proper condition for public recreational use other 
than through-navigation, including (but not limited to) the repair or 
reconstruction of the aforesaid Government dam across Rock River; the 
repair or reconstruction of retaining walls, embankments, and fixed 
portions of the lock and dam structures, on both the feeder and the main 
portions of the canal; the removal of presently existing lock gates and the 
construction of fired dams in lieu thereof; the repair of culverts, drainage 
ditches, fences, and other structures and improvements, except bridges and 
roads, which the United States has maintained or has been obligated to 
maintain; the replacement of aqueducts with inverted siphons or flumes; 
such other repair, renovation, or reconstruction work as the Chief of 
Engineers may deem necessary or advisable to prepare the canal for 
public recreational use other than through-navigation; and the sale or 
other disposition of equipment, building, and other structures, which are 
designated by the State of Illinois as not suitable or needed for such use. 
The work of repair and modification shall be performed by the Corps of 
Engineers, and upon completion thereof the Chief of Engineers shall 
certify such completion to the Secretary of the Army. The work of repair 
and modification authorized in this subsection, as well as the land ac- 
quisition authorized in the preceding subsection, shall not be commenced 
prior to the approval by the Chief of Engineers and the responsible State 
representative of the agreement authorized in subsection (e) which shall 
include assurance from the State of Illinois that it will accept the con- 
veyance of all right, title, and interest of the United States in and to the 
cana. U pon such conveyance the l 'nited States shall have no further 
obligation with respect to the canal. 

(c) Upon the request of the State of Illinois and of any corporation 
owning a railroad which crosses a bridge over the canal, the Secretary of 
the Army is authorized to convey to said corporation, at any time before 
the conveyance of the canal to the State of Illinois as provided in sub- 
section (d) of this section, all right, title, and interest of the United States 
in and to such bridge, and the delivery of any such bridge conveyance 
shall operate as a complete release and discharge of the United States 
from all further obligation with respect to such bridge. If the request 
also provides for the replacement of such bridge with a land fill, the 
Secretary of the Army further is authorized to permit the said corporation 
to make such replacement, but shall require adequate provision for culverts 
and other structures allowing passage of the waters of the canal and 
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necessary drainage, and for right-of-way for necessary and appropriate 
road crossings. 

(d) The Seeretary of the Army further is authorized and directed, 
upon erecution of the foregoing provisions of this section, to convey and 
transfer to the State of Illinois, by quitelaim deed and such other instru- 
ments as the Secretary may deem appropriate, without further considera- 
tion, the properiy of the canal; and to execute such other documents and 
to perform such other acts as shall be necessary and appropriate to com- 
plete the transfer to the said State of all right, title, and interest of the 
Un ited States in and to the canal. Upon and after the delivery of such 
deed, the Stat of [llinois is authorized, at all times. to use such quantity 
of water drawn from Rock River at Sinnissippi Lake, as is adequate and 
appropriate to operate the canal for public recreational use other than 
through- navigation. 

(e) In the execution of the provisions of this section, the Chief of 
Engineers is authorized to enter into agreements with the duly authorized 
representatives of the State of Illinois with respect to the deiails of repair 
and modification of the canal and the transfer thereof to the Stale. 

(f) There is hone authorized to be appropriated the sum of $2,000,000 
to carry out the provisions of this secvion. 

Sec. 111. Whenever, during the construction or reconstruction of any 
navigation, flood control, or related water development project under the 
direction of the Secretary of the Army, the Chief of Engineers determines 
that any structure or facility owned by an agency of government and uti- 
lized in the performance of a governmental function should be protected, 
altered, reconstructed, relocated, or replaced to meet the requirements of 
navigation or flood control, or both; or to preserve the safety or integrity 
of such facility when its safety or usefulness is determined by the Chief 
of Engineers to be adversely affected or threatened by the project, the ( hief 
of Engineers may, if he deems such action to be in the public interest, 
enter into a contract providing for the payment from appropriations 
made for the construction or maintenance of such project, of the reasonable 
actual cost of such remedial work, or for the payment of a lump sum 
representing the estimated reasonable cost: Provided, That this section 
shall not be construed as modifying any existing or future requirement of 
local cooperation, or as indicating a policy that local interests shall not 
hereafter be required to assume costs of modifying such facilities. The 
provisions of this section may be applied to projects hereafter authorized 
and to those heretofore authorized but not completed as of the date of this 
Act, and notwithstanding the navigation servitude vested in the United 
States, they may be applied to such structures or facilities occupying the 
beds of navigable waters of the United States 

Sec. 112. The Secretary of the Army is hereby authorized and directed 
to cause surveys to be made at the following named localities and subject 
to all applicable provisions of section 110 of the River and Harbor Act of 
19650: 

Stave Island Harbor at South Goldsboro, Maine. 

Tashmoo Pond, Martha’s Vineyard, Massachusetts. 

Sachem’s Head Harbor at Guilford, Connecticut. 

Poquonock River at Groton, Connecticut. 

Water route from Albany, New York, into Lake Champlain, New 
York and Vermont, including the advisability of modifying existing 
Federal and State improvements, with due consideration of ultimate 
connection with the Saint Lawrence River in Canada. 
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Hammonds Cove entrance to Locust Point Harbor, Long Island Sound, 
New York. 

Indian River Bay to Assawoman Canal known as White’s Creek, and 
up White’s Creek, Delaware. 

Indian River Bay via Pepper’s Creek to Dagsboro, Delaware. 

Chesapeake Bay and tributaries, Maryland, Delaware, and Virginia, 
with a mew to elimination of the waterchestnut (Trapa Natans). 

Area from Cuckold Creek through Neale Creek and Neale Sound to 
the Wicomico River, Charles County, Maryland, to determine the  feasi- 


bility of providing a safe and continuous inland channel for the navigation 
of small boats. 


Currioman Bay, Virginia. 

Tabbs Creek, Lancaster County, Virginia. 

Wrights Creek, North Carolina. 

Savannah River, with a view to providing nine-foot navigation to 
Augusta, Georgia. 

Little Gasparilla Pass, Charlotte County, Florida. 

Frenchman Creek, Florida. 

Streams and harbor facilities and needs therefor at and in the vicinity 
of Bayport, Florida, in the interest of present and prospective commerce 
and other purposes, with the view of improving the harbor facilities of 
Bayport as a port for commerce and for refuge on the Gulf of Mexico. 

Channel from Lynn Haven Bayou, Florida, into North Bay, Florida. 

Small-boat channel from the port of Panacea, Florida, into Apalachee 
Bay, Florida. 

Dredged channel, vicinity of Sunshine Skyway, Tampa Bay, Florida. 

Tampa Bay, Florida, with a view to determining the feasibility of a 
hes shoes lake at that location. 

Apalael 1 icola River Chipola ( ‘utoff, Fils ”? ida. ma WU wah ltchka, with a 
mew to prov di) qa channel nine feet deep and one hundred feet unde. 

_— whicola Ri wer, Florida, in the me i? i] ty of Brist ol and in the 
“Ve ty of Blounts wn. 

Str ams at and in the weinity of Gulfport, Florida. 

1) nity Rai Crs Tt ras. 

VUissouri River. uth a mew to exte n ling nine-foot nav igation from 
Siour ¢ ity, lowa. to Gavins Point Dam. South Dakota-Nebraska. 

( hannel fron Port [nlan l Michigan, to dee pu water . Le ake Mich igan. 

(‘one cting hannel betwee n Namakan Lak and As] ] River, Minne sota. 

Camp Py pi let hi Harhoi and Oece anside. (' al ifo? nia, u vith a vie w to 
determining the extent of Federal aid which should be grante d toward 


recor mended beach €rosion control measures at Ocear side, California, 
in equity without reaard to limitations of Federal law appl cable to beach 
TOS on cont / 

Anaheim Bay, California, with a view to determining the ertent of 
Fed rat aid rhicl shor ile d be gra nted 7 in equi ity without r gard to limitations 
( f F leral l Lip appli ab le to be ac CTOSION COT trol. 

Sec. 113. Title Tr may be cited as the “River and Harbor Act of 1958”’’. 


TITLE IIl—FLOOD CONTROL 


Sec. 201. That section 3 of the Act approved June 22, 1936 (Publie 


~~ 


Law Numbered 738, Seventy-fourth Congress), as amended by section 2 
4G Y 


of the Act approved June 28, 1988 (Public Law Numbered 761, Seventy- 
fifth Congress), shall apply to all works authorized in this title except 


H. Rept. 1982, 85-2——2 
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that for any channel improvement or channel rectification project, provi- 
sions (a), (6), and (c) of section 3 of said Act of June 22, 1936, shall apply 
thereto, and except as otherwise provided by law: Provided, That the 
authorization for any flood-control project herein adopted requiring local 
cooperation shall expire five years from the date on which local interests 
are notified in writing by the Department of the Army of the requirements 
of local cooperation, unless said interests shall within said time furnish 
assurances satisfactory to the Secretary of the Army that the required 
cooperation will be furnished. 

Src. 202. The provisions of section 1 of the Act of December 22, 1944 
(Public Law Numbered 534, Seventy-eighth Congress, second session), 
shall govern with respect to projects authorized in this Act, and the pro- 
cedures therein set forth with respect to plans, proposals, or reports for 
works of improvement for navigation or flood control and for irrigation 
and purposes incidental thereto shall apply as if herein set forth in full. 

Sec. 208. The following works of improvement for the benefit of navi- 
gation and the control of destructive floodwaters and other purposes are 
hereby adopted and authorized to be prosecuted under the direction of the 
Secretary of the Army and the supervision of the Chief of Engineers in 
accordance with the plans in the respective reports hereinafter designated 
and subject to the conditions set forth therein: Provided, That the necessary 
plans, specifications, and preliminary work may be prosecuted on any 
project authorized in this title with funds from appropriations heretofore 
or hereafter made for flood control so as to be ready for rapid inauguration 
of a construction program: Provided further, That the projects authorized 
herein shall be initiated as expeditiously and prosecuted as vigorously 
as may be consistent with budgetary requirements: And provided further, 
That penstocks and other similar facilities adapted to possible future use 
in the development of hydroelectric power shall be installed in any dam 
authorized in this Act for construction by the Department of the Army 
when approved by the Secretary of the Army on the recommendation of the 
Chief of Engineers and the Federal Power Commission. 


NEW BEDFORD, FAIRHAVEN, AND ACUSHNET, MASSACHUSETTS 


The project for hurricane-flood protection at New Bedford, Fairhaven, 
and Acushnet, Massachusetts, is hereby authorized substantially in accord- 
ance with the recommendations of the Chief of Engineers in Senate Docu- 
ment Numbered 59, Highty- fifth Congress, at an estimated Federal cost 
of $10,480,000 and at an estimated Federal cost of maintenance and 
operation of $55,000 annually: Provided, That in lieu of the local co- 
operation recommended in the report of the Chief of Engineers in Senate 
Document Numbered 59, Eighty fifth Congress, local interests (a) con- 
tribute 30 per centum of the first cost of the project, said 30 per centum 
being presently estimated at $5,160,000, including the value of lands, 
easements, and rights-of-way; (6) contribute the capitalized value of 
annual maintenance and operation for the main harbor barrier presently 
estimated at $1,560,000; (c) hold and save the United States free from 
damages due to the construction works; and (d) maintain and operate all 
the works except the main harbor barrier after completion in accordance 
uith regulations prescribed by the Secretary of the Army. 
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NARRAGANSETT BAY AREA, RHODE ISLAND AND MASSACHUSETTS 


The project for hurricane-flood protection in the Narragansett Bay 
area, Rhode Island and Massachusetts, is hereby authorized substantially 
in accordance with the recommendations of the Chief of Engineers in 
House Document Numbered 230, Eighty-fifth Congress, at an estimated 
Federal cost of $11,550,000: Provided, That in lieu of the local cooperation 
recommended in the report of the Chief of Enginners in House Document 
Numbered 230, Eighty-fifth Congress, local interests (a) contribute 30 per 
centum of the first cost of the project, said 30 per centum being presently 
estimated at $4,950,000, including the value of lands, easements, and 
rights-of-way ; (b) hold and save the United States free from damages due 
to the construction works; and (e) maintain and operate the improvements 
after completion in accordance with regulations prescribed by the Secretary 
of the Army. 

In addition to previous authorizations, there is hereby authorized to be 
appropriated the sum of $24,000,000 for the prosecution of the compre- 
hensive plan for the Connecticut River Basin, approved in the Act of 
June 28, 1938, as amended and supplemented by subsequent Acts of 

ongress, and such comprehensive plan is hereby modified to include the 
construction of the Littleville Reservoir on the Middle Branch of Westfield 
River, Massachusetts, substantially in accordance with the recommenda- 
tions of the Chief of Engineers in Senate Document Numbered 17, 
Eighty-fifth Congress, at an estimated cost of $5,090,000. 

The project for the Mad River Dam and Reservoir on the Mad River 
above Winsted, Connecticut, is hereby authorized substantially in accord- 
ance with the recommendations of the Chief of Engineers in House 
Doe ument Numbered 137, Eighty-fifth Congress, at an estimated cost of 
$4 430,000. 

HOUSATONIC RIVER BASIN 


The project for the flood control dam and reservoir on Hall Meadow 
Brook in Torrington and Goshen, Connecticut, is hereby authorized 
substantially in accordance with the recommendations of the Chief of 
Engineers in House Document Numbered 81, Eighty-fifth Congress, at 
an estimated cost of $1,960,000. 

The project for the flood control dam and reservoir on the East Branch 
of the Naugatuck River in Torrington, Connecticut, is hereby authorized 
substantially in accordance with the recommendations of the Chief of 
Engineers in House Document Numbered 81, Eighty-fifth Congress, at 
an estimated cost of $1,780,000. 


SUSQUEHANNA RIVER BASIN 


The project for flood protection on the North Branch of the Susquehanna 
River, New York and Pennsylvania, is hereby authorized substantially 
in accordance with the recommendations of the Chief of Engineers in 
House Document Numbered 394, Eighty-fourth Congress, and there is 
hereby authorized to be appropriated the sum of $30,000,000 for partial 
accomplishment of that plan. 
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HUDSON RIVER BASIN 


The project for flood protection on the Mohawk River, New York, 
hereby authorized substantially in accordance with the recommendations 
of the Chief of Engineers mx House Document Numbered 172, Eighty- 
fifth Conaress, at an estimated cost of $2,069,000. 


PANTEGO AND CUCKLERS CREEK, NORTH CAROLINA 


The project. for flood protection on Pantego and Cucklers Creek, North 
Carolina, is hereby authorized subs tantially in accordance with recom- 
mendations of the Chief of Engineers in House Document Numbered 398, 
Eighty- fourth Congress, at an estimated cost of $413,000. 


SAVANNAH RIVER BASIN 


In addition to previous authorizations, there is hereby authorized the 
completion of Hariwe ll Re S¢ rvow, approved in the Flood Control Acts of 
December 22, 1944, and May 17, 1950, in accordance with the re port 
of the Chief of Engineers contained in House Document Numbered 657, 
Seventy- eighth Congress, at an. estimated cost of $44,300,000. 


CENTRAL AND SOUTHERN FLORIDA 


In addition to previous authorizations, there is hereby authorized to be 
appropriated the sum of $40,000,000 for the prosec ution of the compre- 
hensive plan | for flood con trol an d other pur poses mn central and southern 
Florida approved in the Act of June 30, 1948, and subsequent Acts of 
Congress, and such comprehensive plan is hereby modified as recom- 
mended by the Chief of Engineers in House Document Numbered 186, 
Eighty-fifth Congress, and to include the following items: 

The project for canals, levees, water control structures on the west side 
of the Everglades agricultural and conservation areas in Hendry County, 
Florida, substantially in accordance with the recommendations of the 
Ch ef of Engine ers conta ne d in Ne nate Docume nt Numbered 48, Eighty- 
fifth Congre ss, at an estimat d cost of $3,172,000. 


VOBILE RIVER BASIN 
(Tombigbee, Warrior, and Alabama-Coosa) 


The proje el for flood Con trol and re lated PUrypose Ss on the Tombighbee 
Rive and tributar ex. Miss SS ppt and Alabama, 2 s he re by authorized 
substantially in accordance with recommendations of the Chief of Engi- 
neers in his report publish las House Document Numbered 167, Eighty- 
fourth Con gress, at an estimated cost of $19,311,000: Provided, That 
‘an lie ul of P the COS h contrib wtzo7 conta ined an atem (7 fi ) of the recommenda- 
tions of the Chief of Engi neers. local interests A eel in cash or 
equivale nt work, the sum of $1,473,000 in addition to other items of local 
coo pt ration. 

The pre ject fo? Hood protection on the Alatama River at Montgomery, 
Alabama, is he reby puike rized substantially in accordance with the recom- 
mendations of the ( hief of Engineers in House Document Numbered Oo, 
Kighty-fifth Congr GR. a Mii ¢ stimated cost of $1 .300.000 
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LOWER MISSISSIPPI RIVER 


The project for flood control and im provement of the lower Mississippi 
River adopted by the Act approved May 15, 1928, as amended by subse- 
quent Acts, is hereby modified and eupanded to include the following items 
and the authorization for said project is increased accordingly: 

(a) Modification of the White River Backwater project, Arkansas, sub- 

stantially in accordance with the recommendation of the Chief of Engineers 
in Senate Document Numbered 26, Fighty-fifth Congress, at an estimated 
cost, over that now autherized, of § $2 380, 000 for construction and $57,000 
annually for maintenance: Provided, That,the Secretary of the Interior 
shall grant to the White River Drainage District of Phillips and Desha 
Counties, Arkansas, such permits, rights-of-way, and easements over lands 
of the United States in the White River Migratory Refuge, as the Chief of 
Engineers may determine to be required for the construction, operation, 
and maintenance of this project. 

(b) Modification and extension of plan of improvement in the Boeuf 
and Tensas Rivers and Bayou Macon Basin, Arkansas, substantially 
in accordance with the recommendations of the Chief of Engineers in 
House Document Numbered 108, ighty-fifth Congress, at an estimated 
cost of &1,212,000. : 

(c) In addition to the previous authorization, the sum of $28,200,000 
for prosecution of the plan of improvement | for the control of Old ‘and 


Atchafalaya Rivers and a navigation lock approved in the Act of Septem- 
ber 3, 1954. 


(d) In addition to. previous authorizations, the sum of $35,674,000 


for prosecution of the plan of improvement in the Saint Francis River 
Basin approved in the Act of May 17, 1950. 

(e) The project for flood protection of Wolf River and tributaries, 
Tennessee, substanti rally in accordance with the recommendations of the 
Chief of Engineers in House Document Numbered 76, Eighty-fifth Con- 
Gress, at an estimated cost of $1,932,000. 

(f) The project for Greenville Harbor, Mississippi, substantially in 
accordance with the recommendations of the Mississippi River Commis- 
sion, dated April 26, 1957, at an estimated Federal cost of $1,799,500 
for dredging twelve feet deep plus three feet overdepth, and one-half of the 
seventeen feet additional depth: Provided, That the cost for dredging the 
remaining one-half of the additional serenteen feet depth, estimated to 
cost &383,500, shall be returned to the Federal Government with interest 
at 3 per centum in forty equal annual payments: Provided further, 
That the Secretary of the Army is authorized and directed to conduct a 
survey of Greenville Harbor, Mississippi, for purposes of navigation in 
accordance with section 206 of this title, with particular reference to the 
requirements of loeal cooperation, 

The proj ject for ood protection and related purposes on Bayo u Chev- 
reuil, Louisiana, is hereby authorized substantially in accordance with 
the recone ndations of the Chief of Engineers in House Doe ument Num- 
bered 347, Eighty-fourth Congress, at an estimated cost of $547,000: 
Provided, That work already performed by local interests on this project, 
in accordance with the recommended plan as determined by the Cl ief of 
Engineers, may be credited to the cash contribution required of local 
miterests 








14 RIVER AND HARBOR PROJECTS, 1958 


TRINITY RIVER BASIN, TEXAS 


Notwithstanding clause (b) of paragraph 5 of the report of the Chief 
of Engineers dated May 28, 1954, with respect to the project for the 
Navarro Mills Reservoir on Richland C; reek, Texas, authorized by sec- 
tion 208 of the Flood Control Act of 1954, local interests shall be required 
to pay $300,000 as the total cost of the project attributable to increase in 
net returns from higher utilization of the downstream valley lands. 


RED-OUACHITA RIVER BASIN 


The general plan for flood control on Red River, Texas, Oklahoma, 
Arkansas, and Louisiana, below Denison Dam, Texas and Oklahoma, 
as authorized by the Flood Control Act of 1946, is modified and expanded, 
at an estimated cost in addition to that now authorized of $53,235,000, 
substantially in accordance with the recommendations of the Chief of 
Engineers in House Document Numbered 170, Eighty-fifth Congress, on 
Millwood Reservoir and alternate reservoirs, Little River, Oklahoma and 
Arkansas, except as follows: 

(1) All flood-control and land-enhancement benefits shall be nonreim- 
bursable. 

(2) Penstocks or other facilities, to provide for future power installa- 
tions, shall be provided in the reservoirs to be constructed above the Mill- 
wood Reservoir, if approved by the Secretary of the Army on the recom- 
mendations of the Chief of Engineers and the Federal Power Commission. 


GULF OF MEXICO 


The project for hurricane-flood protection on Galveston Bay, Texas, at 
and in the vicinity of Texas City, is hereby authorized substantially in 
accordance with the recommendations of the Chief of Engineers in House 
Document Numbered 347, Eighty-fifth Congress, at an estimated Federal 
cost of $5,662,000: Provided, That in lieu of the local cooperation recom- 
mended in the report of the Chief of Engineers in House Document 
Numbered 347, Eighty-fifth Congress, local interests (a) contribute 30 per 
centum of the first cost of the project, said 30 per centum being presently 
estimated at $2,427,000, including the cost of lands, easements, and 
rights-of-way; (b) contribute, at their option, the additional cost of pro- 
viding ramps in lieu of closure structures presently estimated at 
$200,000; (c) hold and save the United States free from damages due to 
the construction works; and (d) maintain and operate all the works after 
completion. 

ARKANSAS RIVER BASIN 


The project for the Trinidad Dam on Purgatoire River, Colorado, is 
hereby authorized substantially in accordance with the recommendations 
of the Chief of Engineers in House Document Numbered 325, Eighty- 
fourth Congress, at an estimated cost of $16,628,000. 

The first section of the Act entitled ‘‘An Act to provide for the construc- 
tion of the Markham Ferry project on the Grand River in Oklahoma by 
the Grand River Dam Authority, an instrumentality of the State of Okla- 
homa’’, approved July 6, 1954 (68 Stat. 450), is amended by inserting 
after “as recommended by the Chief of Engineers,” the following: ‘or 
such additional flood storage or pool elevations, or both as may be ap- 
proved by the Chief of Eengineers,”’. 
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WHITE RIVER BASIN 


In addition to previous authorizations, there is hereby authorized the 
sum of $57,000,000 for the prosecution of the comprehensive plan for the 
White River Basin, approved in the Act of June 28, 1938, as amended and 
supplemented by subsequent Acts of Congress. 


PECOS RIVER BASIN 


The project for flood protection on the Pecos River at Carlsbad, New 
Mexico, is hereby authorized substantially in accordance with the recom- 
mendations of the Chief of Engineers in House Document Numbered 224, 
Eighty-fifth Congress, at an estimated Federal cost of $1,791,000. 


RIO GRANDE BASIN 


The project for flood protection on the Rio Grande at Socorro, New 
Mexico, is hereby authorized substantially in accordance with the recom- 
mendations of the Chief of Engineers in Senate Document Numbered 58, 
Eighty-fitth Congress, at an estimated Federal cost of $3,102,700. 


UPPER MISSISSIPPI RIVER BASIN 


In addition to previous authorizations, there is hereby authorized to be 
appropriated the sum of $21,000,000 for the prosecution of the compre- 
hensive plan for the Upper Mississippi River Basin, approved in the Act 
of June 28, 1938, as amended and supplemented by subsequent Acts of 
Congress. 

The project for flood protection on the Rock and Green Rivers, Illinois, 
is hereby authorized substantially in accordance with the recommendations 
of the Chief of Engineers in House Document Numbered 173, Eighty- 
jifth Congress, at an estimated cost of $6,996,000. 

The project for flood protection on Eau Galle River at Spring Valley, 
Wisconsin, is hereby authorized substantially in accordance with recom- 
mendations of the Chief of Engineers in Senate Document Numbered 52, 
Eighty-fourth Congress, at an estimated cost of $6,690,000. 

The project for flood protection on the Mississippi River at Winona, 
Minnesota, is hereby authorized substantially in accordance with the 
recommendations of the Chief of Engineers in House Document Num- 
bered 324, Eighty-fourth Congress, at an estimated cost of $1,620,000. 

The projects for flood protection on the Mississippi River at Saint Paul 
and South Saint Paul, Minnesota, are hereby authorized substantially 
in accordance with the recommendations of the Chief of Engineers in 
House Document Numbered 223, Eighty-fifth Congress, at an estimated 
cost of $5,705,500. 

The project for flood protection on the Minnesota River at Mankato 
and North Mankato, Minnesota, is hereby authorized substantially as 
recommended by the Chief of Engineers in House Document Numbered 
437, Exghty-fourth Congress, at an esitmated cost of $1,870,000. 

The project for the Saylorville Reservoir on the Des Moines River, 
Towa, 1s hereby authorized substantially in accordance with the recom- 
mendations of the Chief of Engineers in Senate Document Numbered 9, 
Eighty-fifth Congress, at an estimated cost of $44,500,000: Provided, 
That, if the reservoir is used for water conservation, such use shall be in 
accord with title III of this Act. 
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The project for the Kaskaskia River, Illinois, is hereby authorized 
substantially as recommended by the Chief of Engineers in House Docu- 
ment Numbered 232, Eighty-fifth Congress, at an estimated cost of 
$23,000,000. 

The project for flood protection on the Root River at Rushford, Minne- 
sota, ws hereby authorized substantially as recommended by the Chief of 
Engineers in House Document Numbered 431, Fighty-fourth Congress, 
at an estimated cost of $796 000. 


GREAT LAKES BASIN 


The project for flood protection on the Bad River at Mellen and 
Odanah, Wisconsin, is hereby authorized substantially in accordance 
with the recommendations of the Chief of Engineers in House Document 
Numbered 165, Eighty-fourth Congress, at an estimated cost of $917,000. 

The project for flood protection on the Kalamazoo River at Kalamazoo, 
Michigan, is hereby authorized subs tantially in accordance with the 
recommendations of the Chief of Engineers in Senate Document Num- 
bered 53, Eighty-fourth Congress, at an estimated cost of $5,358,000. 

The project for flood protection on the Grand River, Michigan, is 
hereby authorized substantially in accordance with the recommendations 
of the Chief of Engineers in Senate Document Numbered 132, Eighty- 
fourth Congress, at an estimated cost of $9,825,000. 

The project - for flood protection on the Saginaw River, Michigan, is 
hereby authorized substantially in accordance with the recommendations 
of the Chief of Engineers in House Document Numbered 346, Fighty- 
fourth Congress, at an estimated cost of $16,085,000. 

The project. for flood protection on Owasco Outlet, tributaru of Oswego 
River, at Auburn, New York, is hereby authorized subs tantially an 
accordance with the recommendations of the Chief of Engineers in Senate 
Document Numbered 133, Eighty- fourth Congress, at an estimated cost of 
$305 000. 

MISSOURI RIVER BASIN 


In addition to previous authorizations, there 1s hereby authorized to be 
appropriated the sum of $200,000,000 for the prosecution of the compre- 
hensive plan for the Missouri River Basin, approved in the Act of June 
28, 1938, as amended and supplemented by subsequent Acts of Congress: 
Provided, That, with respect to any power attributable to any dam in such 
plan to be constructed by the Corps of Engineers, the construction of 
which has not been started, a reasonable amount of such power as may be 
determined by the Secretary of Interior, or such portions thereof as may 
be required from time to tume to meet loads under contract made within 
this reservation, shall be made available for use in the State where such 
dam is constructed: Provided, That the distribution and sale of such re- 
served power within the State shall be made first to preference users in 
keeping with the provisions of Sé ction 5 of the Flood Control Aet of 1944; 
and provided further that the power so reserved for use within the State 
shall be not to exceed 50 per centum of the output of such dam. 

The Secretary of the Army, acting through the Corps of Engineers, is 
authorized and directed to undertake the construction and to provide 
suitable sewer facilities, conforming to applicable standards of the South 
Dakota Department of Health, to replace certain existing water or sewer 
facilities of (1) the Saint Joseph’s Indian School, Chamberlain, South 
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Dakota, by facilities to provide for treatment of sewage or connection to 
the city system not exceeding $42,000 in cost; (2) Fort Pierre, South 
Dakota, sewer facilities not exceeding $120,000, and water facilities not 
exceeding $25,000; and (8) the city of Pierre, South Dakota, sewer facil- 
ities not exceeding $210,000; and the Secretary of the Army, acting through 
the Corps of Engineers, 1s further authorized and directed to pay to the 
Chamberlain Water Company, Chamberlain, South Dakota, as reim- 
bursement for removal expenses, not to exceed $5,000, under the provisions 
of Public Law 584, Eighty-second Congress: Provided, That the Secretary 
of the Army is authorized to provide the sums necessary to carry out the 
provisions of this paragraph out of any sums appropriated for the con- 
struction of the Oahe and Fort Randall Dam and Reservoir projects, 
Missouri River. 

The project for flood protection on the Sun River at Great Falls, 
Montana, is hereby authorized substantially in accordance with the 
recommendations of the Chief of Engineers in House Document Num- 
bered 343, Eighty-fifth Congress, at an estimated cost of $1,405,000. 

The project for flood protection on the Cannonball River at Mott, North 
Dakota, is hereby authorized substantially in accordance with the recom- 
mendations of the Chief of Engineers in House Document Numbered 35, 
Kighty-fifth Congress, at an estimate d cost of $484,000. 

The project for flood protection on the Floyd ‘Rises, lowa, is hereby 
authorized substantially as recommended by the Chief of Engineers in 
House Document Numbered 417, Fighty-fourth Congress, at an estimated 
cost of $8,060,000. 

The project for flood protection on the Black Vermillion River at Frank- 
fort, Kansas, is hereby authorized substantially as recommended by the 
Chief of Engineers in House Document Numbered 409, Highty-fourth 
Congress, at an estimated cost of $850,000. 

The project for flood protection in the Gering and Mitchell Valleys, 
Nebraska, is hereby authorized substantially as recommended by the Chief 
of Engineers in Senate Document Numbered 139, Eighty-fourth Congress, 
at an estimated cost of $1,214,000. 

The project for flood control on Salt Creek and tributaries, Nebraska, 
is hereby authorized substantially as recommended by the Chief of Engi- 
neers in House Document Numbered 396, Eighty-fourth Congress, at an 
estimated cost of $13,314,000. 

The project for flood protection on Shell Creek, Nebraska, is hereby 
authorized substantially in accordance with the recommendations of the 
Chief of Engineers in House Document Numbered 187, Eighty-fifth Con- 
gress, at an estimated cost of $2,025,000. 


RED RIVER OF THE NORTH BASIN 


The progect for flood protection on Ruffy Prook and Lost River, 
Minnesota, is hereby authorized substantially in accordance uath the 
recommendations of the Chief of Engineers in Senate Document Num- 
bered 141, Eighty-fourth Congress, at an estimated cost of $632,000. 


OHIO RIVER BASIN 


The project for the Saline River and tributaries, Illinois, is hereby 
authorized substantially in accordance uth the recommendations of the 
Chief « f Engineers in his report published as House Document Num- 
bered 316, Highty-fourth Congress, at an estimated cost of $5 272,000. 





18 RIVER AND HARBOR PROJECTS, 1958 





The project for the Upper Wabash River and tributaries, Indiana, is 
hereby authorized substantially in accordance with the recommendations 
of the Chief of Engineers in House Document Numbered 435, Eighty- 
fourth Congress, at an estimated cost of $45,500,000. 

The project for flood protection on Brush Creek at Princeton, West 
Virginia, is hereby authorized substantially in accordance with the 
recommendations of the Chief of Engineers in Senate Document Num- 
bered 122, Eighty-fourth Congress, at an estimated cost of $917,000. 

The provect for flood protection on Meadow River at East Rainelle, 
West Virginia, is hereby authorized substantially in accordance with 
the recommendations of the Chief of Engineers in Senate Document 
Numbered 137, Eighty-fourth Congress, at an estimated cost of $708,000. 

The project for flood protection on Tug Fork of Big Sandy River at 
Williamson, West Virginia, is hereby authorized substantially im accord- 
ance with the recommendations of the Chief of Engineers in Senate 
Document Numbered 105, Eighty-fifth Congress, at an estimated cost of 
$625,000. 

The project for flood protection on Lake Chautauqua and Chadakoin 
River at Jamestown, New York, is hereby authorized substantially in 
accordance with the recommendations of the Chief of Engineers in Senate 
Document Numbered 103, Eighty-fourth Congress, at an estimated cost 
of $4,796,000. 

The project for flood protection on the West Branch of the Mahoning 
River, Ohio, is hereby authorized substantially in accordance with the 
recommendations of the Chief of Engineers in House Document Num- 
bered 191, Eighty-fifth C ongress, at an estimated cost of $12,585,000. 

The project for flood protection on Chartiers Creek, at and in the vicinity 
of Washington, Pennsylvania, is hereby authorized substantially in 
accordance with the recommendations of the Chief of Engineers in House 
Document Numbered 286, Eighty-fifth Congress, at an estimated cost 
of $1,286,000. 

The project for flood protection in the Turtle Creek Basin, Pennsylvania, 
as hereby authorized substantially in accordance with the recommendations 
of the Chief of Engineers in House Document Numbered 390, Eiighty-fifth 
Congress, at an estimated cost of $13,417,000. 

The project for flood protection on Sandy Lick Creek at Brookville, 
Pennsylvania, is hereby authorized substantially in accordance with the 
recommendations of the Chief of Engineers in House Document Num- 
bered 166, Eighty-fifth Congress, at an estimated cost of $1,188,000. 

The general comprehensive plan for flood control and other purposes 
in the Ohio River Basin is modified to provide for a reservoir at the Mon- 
roe Reservoir site, mile 25.6, on Salt Creek, White River Basin, Indiana, 
in accordance with the recommendations of the Chief of Engineers in 
House Document Numbered 192, Eighty-fifth Congress, at an estimated 
cost of $4,359,000. 

GILA RIVER BASIN 


The comprehensive plan of improvement for the Gila River between 
Camelsback Reservoir site and the mouth of the Salt River, as set forth in 
paragraph 41 of the Report of the District Engineer, Los Angeles District, 
dated December 31, 1957, 1s approved as a basis for the future development 
of the Gila River, subject to further detailed study and specific authoriza- 
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tion; and the channel improvement work recommended by the District 
Engineer in paragraph 58 of that report, is hereby authorized at an 
estimated Federal cost of $1,570,000, subject to the condition that local 
interests furnish assurances satisfactory to the Secretary of the Army 
that they will (a) provide necessary lands, easements, and rights-of-way; 
(b) maintain and operate the channel improvements in accordance with 
regulations to be prescribed by the Secretary of the Army at an average 
annual cost estimated at $50,000; (c) keep the flood channel of the Gila 
River from the upper end of Safford Valley to San Carlos Reservoir and 
from the mouth of the San Pedro River to Buttes Reservoir site free from 
encroachment; (d) hold and save the United States free from all damages 
arising from construction and operation of the work; and (e) adjust all 
water-rights claims resulting from construction, operation, and mainte- 
nance of the improvements: Provided, That in the consideration of benefits 
in connection with the study of any upstream reservoir, the channel 
improvements herein authorized and the upstream reservoir shall be con- 
sidered as a single operating unit in the economic evaluation: Provided 
further, That in the event rt is possible as determined by the Secretary of 
the Interior (a) to identify the organizations directly benefiting from the 
water conserved by these works and (b) to feasibly determine the extent of 
such benefit to each organization, the Secretary of the Interior shall enter 
into contracts with such organizations for the repayment of the portion of 
the cost of the work properly allocable to such organizations: And pro- 
vided further, That such repayment shall be under terms and conditions 
satisfactory to the Secretary of the Interior and shall be in installments 
fixed in accordance with the ability of those organizations to pay as 
determined by the Secretary of the Intervor in the light of their outstanding 
repayments and other obligations. 


SACRAMENTO RIVER BASIN 


In addition to previous authorizations, there is hereby authorized to 
be appropriated the sum of $17,000,000 for the prosecution of the com- 
prehensive plan approved in the Act of December 22, 1944, as amended 
and supplemented by subsequent Acts of Congress. 

The project for flood protection on the Sacramento River from Chico 
Landing to Red Bluff, California, is hereby authorized substantially in 
accordance with the recommendations of the Chief of Engineers in House 
Document Numbered 272, Eighty-fourth Congress, at an estimated cost of 
$1,560,000. 

EEL RIVER BASIN 


The project for flood protection on the Eel River, in the Sandy Prairie 
region, California, is hereby authorized substantially in accordance with 
the recommendations of the Chief of Engineers in House Document 
Numbered 80, Eighty-fifth Congress, at an estimated cost of $707,000. 


WEBER RIVER BASIN, UTAH 


The project for flood protection on the Weber River and tributaries, 
Utah, is hereby authorized substantially in accordance with the recom- 
mendations of the Chief of Engineers in House Document Numbered 168, 
Eighty-fourth Congress, at an estimated cost of $520,000. 
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SAN JOAQUIN RIVER BASIN 


In addition to previous authorizations, there is hereby authorized to be 
appropriated the sum of $13,000,000 for the prosecution of the com- 
prehensive plan approved in the Act of December 22, 1944, as amended 
and supplemented by subsequent Acts of Congress. 


KAWEAH AND TULE RIVER BASINS 


In addition to previous authorizations, the completion of the com- 
prehensive plan approved in the Act of December 22, 1944, as amended 
and supplemented by subsequent Acts of Congress, is hereby authorized 
at an estimated cost of $28,000,000. 


LOS ANGELES RIVER BASIN 


In addition to previous authorizations, there is hereby authorized to 
be appropriated the sum of $44,000,000 for the prosecution of the compre- 
hensive plan approved in the Act of August 18, 1941, as amended and 
supplemented by subsequent Acts of Congress. 


SANTA ANA RIVER BASIN 


In addition to previous authorizations, there is hereby authorized to 
be appropriated the sum of $8,000,060 for the prosecution of the compre- 
henswwe plan approved in the Act: of June 22, 1936, as atnended and 
supplemented by subsequent Acts of Congress. 


SAN DIEGUITO RIVER BASIN 


The project for the San Dieguito River, California, is hereby authorized 
substantially in accordance with the recommendations of the Chief of 
Engineers in House Document Numbered 288, Eighty-fifth Congress, at 
an estimated cost of $1,961,000. 


COLUMBIA RIVER BASIN 


In addition to previous authorizations, there is hereby authorized to 
be appropriated the sum of $112,000,000 for the prosecution of the 
projects and plans for the Columbia River Basin, including the Willamette 
River Basin, authorized by the Flood Control Act of June 28, 1938, and 
subsequent Acts of Congress, including the Flood Control Acts of May 17, 
1950, and Se pte mber 3, 1954. 

In carrying out the review of House Document Numbered 531, Eighty- 
Jirst Congress, second session, and other reports on the Columbia River 
and its tributaries, pursuant to the resolution of the Committee on Public 
Works of the I ited States Senate dated July 28, 1955, the Chief of 
Engineers shall be guided by flood control goals not less than those con- 
tained in said House Document Numbered 531. 

The preparation of detailed plans for the Bruces Eddy Dam and 
Reservoir on the North Fork of the Clearwater River, Idaho, substantially 
in accordance with the recommendations of the Chief of Engineers in 
Senate Document Numbered 51, Eighty-fourth Congress, is hereby 
authorized at an estimated cost of $1,260,000. 
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SAMMAMISH RIVER BASIN 


The project for flood protection and related purposes on the Sammamish 
River, Washington, is hereby authorized substantially as recommended 
by the. Chief, of Engineers in: House Document. Numbered 157, Eighty- 
fourth Congress, at an estimated cost of $825,000. 


TERRITORY OF ALASKA 


The project for flood protection on Chena River at Fairbanks, Alaska, 
is hereby authorized substantially in accordance with the recommenda- 
tions of the Chief of Engineers in House Document Numbered 137, 
Eighty-fourth Congress, at an estimated cost of $9,727,000. 

The project for flood protection at Cook Inlet, ‘Alaska (Talkeetna), is 
hereby authorized substantially in accordance with the recommendations 
of the Chief of Engineers in House Document Numbered 34, Exghty-fifth 
Congress, at an estimated cost of $64,900. 

Sze. 204. That, in recognition of the flood-control accomplishments of 
the multiple-purpose Oroville Dam and Reservoir, proposed to be con- 
structed on the Feather River by the State of California, there is hereby 
authorized to be appropriated a monetary contribution toward the con- 
struction cost of such dam and reservoir and the amount of such contribu- 
tion shall be determined by the Secretary of the Army in cooperation with 
the State of California, subject to a finding by the Secretary of the Army, 
approved by the President, of economie justification for allocation of the 
amount of flood control, such funds to be administered by the Secretary 
of the Army: Provided, That prior to making the monetary contribution 
or any part thereof, the Department of the Army and the State of Cali- 
fornia shall have entered into an agreement providing for operation of 
the Oroville Dam in such manner as will produce the flood-control benefits 
upon which the monetary contribution is predicated, and such operation 
of the dam for flood control shall be in accordance with rules prescribed 
by the Secretary of the Army pursuant to the provisions of section 7 of 
the Flood Control Act of 1944 (68 Stat. 890): Provided further, That the 
funds appropriated under this authorization shal! be administered by the 
Secretary of the Army in a manner which shall assure that the annual 
Federal contribution during the project construction period does not 
exceed the percentage of the annual expenditure for the Oroville Dam and 
Reservoir which the total flood-control contribution bears to the total cost 
of the dam and reservoir: And provided further, That, unless construction 
of the Oroville Dam and Reservoir is undertaken within four years from 
the date of enactment of this Act, the authority for the monetary contribu- 
tion contained herein shall expire. 

Sec. 205. (a) In order to provide adjustmen ts in the lands or interests 
in land heretofore acquired | for the Grapevine, Gar za-Liitle kilm, Be n- 
brook, Belto m, and Whitney Reservoir projecis in Texas to conform such 
acquisition to a lesser estate in lands now being acquired to complete the 
real estate- requirements of the projects the Secretary of the Army (herein- 
after referred to as the ‘‘Secretary’’) 1s authorized to reconvey any such 
land hereto fore acquired to the for mer owners thereof whenever he shall 
determine that such land is not required for public purposes, including 
public recreational use, and he shall have received an application fcr re- 
conveyance as here inafter provided, subject to the following limitations: 

(1) No reconveyance shall be made if within thirty days after the 
last date that notice of the proposed reconveyance has been published 
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by the Secretary im a local newspaper, an objection in writing is 
receiwwed by the former owner and the Secretary from a present record 
owner of land abutting a portion of the reservoir made available for 
reconveyance, unless within ninety days after receipt by the former 
owner and the Secretary of such notice of objection, the present record 
owner of land and the former owner involved indicate to the Secretary 
that agreement has been reached concerning the reconveyance. 

(2) If no agreement is reached between the present record owner 
of land and the former owner within ninety days after notice of 
objection has been filed with the former owner and the Secretary, 
the land made available for reconveyance in accordance with this 
section shall be reported to the Administrator of General Services for 
disposal in accordance with the Federal Property and Administra- 
tive Services Act of 1949, as amended (63 Stat. 377). 

(3) No lands heretofore conveyed to the United States Government 
by the city of Dallas in connection with the Garza-Little Elm Reser- 
voir project shall be subject to revestment of title to private owners, 
but shall remain subject to the terms and conditions of the instrument 
or instruments of conveyance which transferred the title to the United 
States Government. 

(b) Any such reconveyance of any such land or interests shall be made 
only after the Secretary (1) has given notice, in such manner (including 
publication) as regulations prescribe to the former owner of such land or 
interests, and (2) has received an application for the reconveyance of such 
land or interests from such former owner in such form as he shall by regu- 
lation prescribe. Such application shall be made within a period of 
ninety days following the date of issuance of such notice, but on good cause 
the Secretary may waive this requirement. 

(c) Any reconveyance of land therein made under this section shall be 
subject to such exceptions, restrictions, and reservations (including a 
reservation to the United States of flowage rights) as the Secretary 
may determine are in the public interest, except that no mineral rights 
may be reserved in said lands unless the Secretary finds that such reser- 
vation rs needed for the efficient operation of the reservoir projects desig- 
nated in this section. 

(d) Any land reconveyed under this section shall be sold for an amount 
determined by the Secretary to be equal to the price for which the land 
was acquired by the United States, adjusted to reflect (1) any increase in 
the value thereof resulting from improvements made thereon by the United 
States (the Government shall receive no payment as a result of any enhance- 
ment of values resulting from the construction of the reservoir projects 
specified in subsection (a) of this section), or (2) any decrease in the value 
thereof resulting from (A) any reservation, exception, restrictions, and 
condition to which the reconveyance is made subject, and (B) any damage 
to the land caused by the United States. In addition, the cost of any 
surveys or boundary markings necessary as an incident of such recon- 
veyance shall be borne by the grantee. 

(e) The requirements of this section shall not be applicable with 
respect to the disposition of any land, or interest therein, described in 
subsection (a) if the Secretary shall certify y that notice has been given to 
“3 ormer owner of such land or interest as provided in subsection (6) 

that no qualified applicant has made timely application for the 
restthaeianbe of such land or interest. 
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(f) As used in this section the term “former owner’ means the person 
from whom any land, or interests therein, was acquired by the United 
States, or if such person is deceased, his spouse, or if such spouse is 
deceased, his children or the heirs at law; and the term “present record 
owner of land’”’ shall mean the person or persons in whose name such 
land shall, on the date of approval of this Act, be recorded on the deed 
records of the respective county in which such land is located. 

(g) The Secretary of the Army may delegate any authority conferred 
upon him by this section of any officer or employee of the Department of 
the Army. Any such officer or employee shall exercise the authority so 
delegated under rules and regulations approved by the Secretary. 

(h) Any proceeds from reconveyances made under this Act shall be 
covered into the Treasury of the United States as miscellaneous receipts. 

(i) This section shall terminate three years after the date of its enact- 
ment. 

Sec. 206. The Secretary of the Army is hereby authorized and 
directed to cause surveys for flood control and allied purposes, including 
channel and major drainage improvements, and floods aggravated by or 
due to wind or tidal effects, to be made under the direction of the Chief of 
Engineers, in drainage areas of the United States and its Territorial 
possessions, which include the following-named localities: Provided, That 
after the regular or formal reports made on any survey are submiited to 
Congress, no supplemental or additional report or estimate shall be made 
unless authorized by law except that the Secretary of the Army may cause 
a review of any examination or survey to be made and a report thereon 
submitted to Congress if such review rs required by the national defense 
or by changed physical or economic conditions: Provided further, That 
the Government shall not be deemed to have entered upon any project for 
the improvement of any waterway or harbor mentioned in this title until 
the project for the proposed work shall have been adopted by law: 

Short Sands section of York Beach, York County, Maine. 

Streams, river basins, and areas in New York and New Jersey for 
flood control, major drainage, navigation, channel improvement, and land 
reclamation, as follows: Hackensack River, Passaic River, Raritan River, 
Arthur Kill, and Kill Van Kull, including the portions of these river 
basins in Bergen, Hudson, Essex, Middlesex, Passaic, Union, and Mon- 
mouth Counties, New Jersey. 

Deep Creek, Saint Marys County, Maryland. 

Mills Creek, Florida. 

Streams in Seminole County, Florida, draining into the Saint Johns 
River. 

Streams in Brevard County, Florida, draining Indian River and adja- 
cent coastal areas including Merritt Island, and the area of Turnbull 
Hammock in Volusia County. 

Lake Pontchartrain, Louisiana, in the interest of protecting Salt Bayou 
Road. 

San Felipi Creek, Texas, at and in the vicinity of Del Rio, Texas. 

El Paso, El Paso County, Texas. 

Rio Grande and tributaries, at and in the vicinity of Fort Hancock, 
Hudspeth County, Texas. 

Streams at and in the vicinity of Alamogordo, New Mexico. 

Missouri River Basin, South Dakota, with reference to utilization of 
floodwaters stored in authorized reservoirs for purposes of municipal and 
industrial use and maintenance of natural lake levels. 
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Stump Creek, tributary of North Fork of Mahoning Creek, at Sykesville, 
Pennsylvania. 

Little River and Cayuga Creek, at and in the vicinity of Cayuga Island, 
Niagara County, New York. 

Bird, Caney, and Verdigris Rivers, Oklahoma and Kansas. 

Watersheds of the Illinois River, at and in the vicinity of Chicago, 
Illinois, the Chicago River, Illinois, the Calumet River, Illinois and 
Indiana, and their tributaries, and any areas in northeast Illinois and 
northwest Indiana which drain directly into Lake Michigan with respect 
to flood control and major drainage problems. 

All streams flowing into Lake Saint Ciair and Detroit River in Oak- 
land, Macomb, and Wayne Counties, Michigan. 

Sacramento River Basin, California, with reference to cost allocation 
studies for Oroville Dam. 

Pescadero Creek, Californ ul. 

Soquel Creek, California. 

San Gregorio Creek and tributaries, California. 

Redwood Creek, San Mateo, California. 

Streams at and in the vicinity of San Mateo, California. 

Streams at and in the vicinity of South San Franeiseo, Cali fornia, 

Streams at and in the vice wet of Burlingame, California. 

Kellogg and Marsh Creeks, Contra Costa County, Califor nia. 

Eastkoot Creek, Stinson Beach area, Marin County, Califor nia. 

Rodeo Creek, tributary of San Pablo Bay, Contra Costa County, 
Californ i. 

Pinole Creek, tributary of San Pablo Bay, Contra Costa County, 
California. 

Roque River, Oregon, in the interest of flood control, navigation, hydro- 
electric power, irrigation, and allied purposes. 

Kihei District, Island of Maui, Territory of Hawait. 

Sec. 207. In addition to previous authorizations, there is hereby 
authorized to be appropriated the sum of 200,000,000 for the prosecution 
of the comprehensive plan adopted by section 9 (a) of the Act approved 
December 22, 1944 (Public Numbered 534, Seventy-cighth Congress), as 
amended and supplemented by subsequent Acts of Congress, for continuing 
the works in the Missouri River Basin to be undertaken under said plans 
by the Secretary of the Interior. 

Sec. 208. That for preliminary examinations and surveys authorized 
un pre vious river and harbor and flood control Acts, the Secre tary of the 

Army is hereby directed to cause investigations and reports for flood 
control and allied purposes, to be prepared under the supervision of the 
Chief of Engineers in the form of survey reports, and that preliminary 
examination reports shall no longer be required to be prepared. 

Sec. 209. Title II may be cited as the ‘‘Flood Control Act of 1958’. 


TITLE ITI—WATER SUPPLY 


Sec. 301. (a) It is hereby declared to be the policy of the Congress to 
recognize the primary responsibili ties of the States and local interests in 
developing water supplies for domestic, municipal, industrial, and other 
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purposes and that the Federal Government should participate and cooperate 
with States and local interests in developing such water supplies in con- 
nection with the construction, maintenance, and operation of Federal 
navigation, flood control, irrigation, or multiple purpose projects. 

(6) In carrying out the policy set forth in this section, it is hereby pro- 
vided that storage may be ineluded in any reservoir project surveyed, 
planned, constructed or to be planned, surveyed and/or constructed by 
the Corps of Engineers or the Bureau of Reclamation to impound water 
for present or anticipated future demand or need for municipal or indus- 
trial water, and the reasonable value thereof may be taken into account in 
estimating the economic value of the entire project: Provided, That before 
construction or modification of any project including water supply pro- 
visions is initiated, State or local interests shall agree to pay for the cost 
of such provisions on the basis that all authorized purposes served by the 
project shall share equitably in the benefits of multiple purpose construc- 
tion as determined by the Secretary of the Army or the Secretary of the 
Interior as the case may be: Provided further, That not to exceed 30 per 
centum of the total estimated cost of any project may be allocated to antici- 
pated future demands where States or local interests give reasonable 
assurances that they will contract for the use of storage for anticipated 
future demands within a period of time which will permit paying out the 
costs allocated to water supply within the life of the project: And provided 
further, That the entire amount of the construction costs, including interest 
during construction, allocated to water supply shall be repaid within the 
life of the project but in no event to exceed fifty years after the project is 
first used for the storage of water for water supply purposes, except that 
(1) no payment need be made with respect to storage for future water 
supply until such supply is first used, and (2) no interest shall be charged 
on such cost until such supply is first used, but in no case shall the interest- 
free period exceed ten years. The interest rate used for purposes of 
computing interest during construction and interest on the unpaid balance 
shall be determined by the Secretary of the Treasury, as of the beginning 
of the fiscal year in which construction is initiated, on the basis of the com- 
puted average interest rate payable by the Treasury upon its outstanding 
marketable public obligations, which are neither due nor callable for 
redemption for fifteen years from date of issue. The provisions of this 
subsection insofar as they relate to the Bureau of Reclamation and the 
Secretary of the Interior shall be alternative to and not a substitute for the 
provisions of the Reclamation Projects Act of 1939 (53 Stat. 1187) 
relating to the same subject. 

(c) The provisions of this section shall not be construed to modify the 
provisions of section 1 and section 8 of the Flood Control Act of 1944 
(58 Stat. 887), as amended and extended, or the provisions of section 8 
of the Reclamation Act of 1902 (82 Stat. 390). 

(d) Modifications of a reservoir project heretofore authorized, surveyed, 
planned, or constructed to include storage as provided in subsection (6), 
which would seriously affect the purposes for which the project was au- 
thorized, surveyed, planned, or constructed, or-which would involve major 
structural or operational changes shall be made only upon the approval 
of Congress as now provided by law. 
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Sze. 302. Title III of this Act may be cited as the ““Water Supply 
Act of 1958”. 


And the House agree to the same. 


Cuirrorp Davis, 
Joun A. BLATNIK, 
Ropert E. Jones, 

J. Harry McGrecor, 
Russevt V. Mack, 
Managers on the Part of the House. 

Dennis CHAVEZ, 
Rosert S. Kerr, 
Pat McNamara, 
Epwarp MartTIN, 
Francis Case, 
Managers on the part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendment of the House to the 
bill (S. 3910) authorizing the construction, repair, and preservation 
of certain public works on rivers and harbors for navigation, flood 
control, and for other purposes, submit the following statement in 
explanation of the effect of the action agreed upon by the conferees 
and recommended in the accompanying conference report: 


HENDRY COUNTY, FLA. 


The Senate bill authorized a project for canals, levees, and water 
control structures on the west side of the Everglades agricultural and 
conservation areas in Hendry County, Fla., substantially in accord- 
ance with the recommendations of the Chief of Engineers contained 
in Senate Document No. 48, 85th Congress. The recommendations 
of the Chief of Engineers included a provision that local interests 
should contribute in cash 27% percent of the construction costs of the 
project. This cash contribution is presently estimated at $1,203,000. 

The House amendment authorized the same project also in accord- 
ance with the recommendations of the Chief of Engineers but pro- 
vided that the cost sharing for the works should be on the same basis 
as that prescribed for works authorized in the Flood Control Act of 
1954. On this basis the local cash contribution would be 20 percent 
of the construction costs of the project presently estimated at $875,000. 

The proposed conference substitute would authorize the project for 
Hendry County, Fla., in accordance with the Senate bill. 


GREENVILLE HARBOR, MISS. 


The Senate bill authorized the project for Greenville Harbor, Miss., 
substantially in accordance with the recommendations of the Missis- 
sippi River Commission, dated April 26, 1957, at an estimated Federal 
eost of $1,799,500, for dredging 12 feet deep plus 3 feet overdepth, 
and one-half of the 17-foot additional depth, and provided that the 
cost for dredging the remaining one-half of the additional 17-foot 
depth, estimated to cost $383,500, shall be returned to the Federal 
Government with interest at 3 percent in 40 equal annual payments. 

The House amendment authorized the same project in accordance 
with the recommendation of the Mississippi River Commission, dated 
April 26, 1957, at an estimated Federal cost of $2,530,000 and con- 
tained no proviso which would require reimbursement to the Federal 
Sera of the cost of dredging one-half of the additional 17-foot 

epth. 
he proposed conference substitute would authorize this project as 
provided in the Senate bill with a proviso that a survey be authorized 
in accordance with section 206. 
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MILLWOOD RESERVOIR AND ALTERNATE RESERVOIRS, LITTLE RIVER, 
OKLA. AND ARK. 


The Senate bill modified and expanded the general plan for flood 
control on Red River, Tex., Okla., Ark., and La., below Denison 
Dam, Tex. and Okla., as authorized by the Flood Control. Act. of 
1946, and substantially in accordance with the recommendations of 
the Chief of Engineers in House Document No. 170, 85th Congress, 
and contained the following provisions which differ from those in the 
recommendations of the Chief of Engineers: 

(1) All flood-control and land-enhancement benefits shall be non- 
reimbursable. 

(2) Penstocks or other facilities, to provide for future power instella- 
tions, shall be provided im the reservoirs to be constructed above the 
Millwood Reservoir, if approved by the Secretary of the Army on the 
recommendations of the Chief of Engineers and the Federal Power 
Commission. 

The House amendment authorized the same project except ‘that 
with respect to item (2) above it did not contain the language with 
respect to the installation of penstocks “if approved by the Secretary 
of the Army on the recommendations of the Chief of Engineers and 
the Federal Power Commission.” 

The proposed conference substitute authorizes the project as pro- 
vided in the Senate bill. 


WHITE RIVER BASIN, LONE ROCK RESERVOIR 


The Senate bill authorized an increase in the monetary authoriza- 
tion for the White River Basin in the amount of $57 million. 

The House amendment contained the same increase in-monetary 
authorization and added a proviso as follows: ‘and such compre- 
hensive plan is hereby modified to provide that penstocks or other 
facilities, to provide for future power installations, shall be provided 
in the Lone Rock Reservoir.” 

The proposed conference substitute is the same as the Senate bill. 


MISSOURI RIVER BASIN POWER 


The Senate bill authorized an increase in the monetary authoriza- 
tion for the comprehensive plan for the Missouri River Basin approved 
in the act of June 28, 1938, as amended and supplemented by sub- 
sequent acts of Congress in the amount of $200 million, and provided 
that with respect to any power attributable to any dam in such plan 
to be constructed by the Corps of Engineers, the construction of which 
has not been started, a reasonable amount of such power as may be 
determined by the Secretary of the Interior, or such portions thereof 
as may be required from time to time to meet loads under contract. 
made within this reservation, shall be made available for use in:the 
State where such dam is constructed. 

The House amendment contained the same provision with respect 
to the distribution of power as contained in the Senate bill but added 
the following language: ‘‘Provided, That the distribution of such power 
shall not be inconsistent with the provisions of section 5 of the Flood 
Control Act of 1944.” 
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The proposed conference substitute is the same as the Senate bill 
with an additional proviso in lieu of the proviso added by the House 
amendment. This additional proviso in the proposed conference 
substitute would require that the distribution and sale of the reserved 
power within the State be made first to preference users in accordance 
with section 5 of the Flood Control Act of 1944, and would further 
provide that the power so reserved for use within the State not exceed 
50 percent of the output of the dam. 


SALINE RIVER, ILL. 


The Senate bill authorized the project for flood control on the Saline 
River and tributaries, Illinois, substantially in accordance with the 
recommendations of the Chief of Engineers in his report published as 
House Document No. 316, 84th Congress, at an estimated cost of 
$5,272,000. 

The House amendment ‘authorized’ the same project except that it 
increased the Federal cost to $5,917,000 and added the proviso that 
in lieu of the cash contribution recommended by the Chief of Engineers, 
local interests contribute in cash the sum of $286,000, in addition to 
other items of local cooperation. The local cash contribution that 
would have been required by the language in the Senate bill would 
have been $931,000 or $645,000 more than required by the House 
amendment. 

The proposed conference substitute authorizes the project as pro- 
vided in the Senate bill. 


GILA RIVER BASIN, ARIZ. 


The Senate bill approved a comprehensive plan for the Gila River 
between Camelsback Reservoir site and the mouth of the Salt River, 
as set forth in paragraph 41 of the report of the district engineer, Los 
Angeles District, dated December 31, 1957, as a basis for the future 
development of the Gila River, subject to further detailed study and 
specific authorization. It also authorized the channel improvement 
work recommended by the district engineer in paragraph 58 of that 
report, at an estimated Federal cost of $1,570,000, subject to certain 
conditions of local cooperation. These conditions were that local 
interests furnish assurances satisfactory to the Secretary of the Army 
that they will (a) provide necessary lands, easements, and rights-of- 
way; (6) maintain and operate the channel improvements in accord- 
ance with regulations to be prescribed by the Secretary of the Army 
at an average annual cost estimated at $50,000; (c) keep the flood 
channel of the Gila River from the upper end of Safford Valley to San 
Carlos Reservoir and from the mouth of the San Pedro River to 
Buttes Reservoir site free from encroachment; (d) hold and save the 
United States free from all damages arising from construction and 
operation of the work; and (e) adjust all water-rights claims resulting 
from construction, operation, and maintenance of the improvements. 
The Senate bill also provided that in the consideration of benefits in 
connection with the study of any upstream reservoir, the channel 
improvements and the upstream reservoir shall be considered as a 
single operating unit in the economic evaluation and the bill provided 
further that in the event it is possible as determined by the Secretary 








30 RIVER AND HARBOR PROJECTS, 1958 


of the Interior (a) to identify the organizations directly benefiting 
from the water conserved by these works and (6) to feasibly determine 
the extent of such benefit to each organization, the Secretary of the 
Interior shall enter into contracts with such organizations for the 
repayment of the portion of the cost of the work properly allocable to 
such organizations. The Senate bill finally provided that such repay- 
ment shall be under terms and conditions satisfactory to the Secretary 
of the Interior and shall be in installments fixed in accordance with 
the ability of those organizations to pay as determined by the Secretary 
of the Interior in the light of their outstanding repayments and other 
obligations. 

The House amendment did not authorize this project. 

The proposed conference substitute authorizes this project as pro- 
vided in the Senate bill. 


FLOOD CONTROL SURVEYS 


The Senate bill contained an authorization for a flood control survey 
of streams at and in the vicinity of Alamogordo, N. Mex. 

The House amendment did not contain this authorization. 

The proposed conference substitute is the same as the Senate bill. 


TITLE III WATER SUPPLY 


The Senate bill provided that water supply storage may be included 
in reservoir projects of the Corps of Engineers or ‘the Bureau of Ree- 
lamation to impound water for present or anticipated future demand 
subject to certain limitations and restrictions. Subsection (c) of 
section 301 of title IIT of the Senate bill stated that the provisions of 
this section shall not be construed to modify the provisions of section 1 
and section 8 of the Flood Control Act of 1944 (58 Stat. 887), as 
amended and extended, or the provisions of section 8 of the Reclama- 
tion Act of 1902 (32 Stat. 390). 

The House amendment is identical to the Senate bill except that 
following the language of subsection (c) the House amendment con- 
tained the following language: “‘, nor shall any storage provided under 
the provisions of this section be operated in such manner as fo ad- 
versely affect the lawful uses of the water.”’ 

The proposed conference substitute is the same as the Senate bill. 

CuirrorD Davis, 

Joun A. BuaTNiK, 

Rosert E. Jongs, 

J. Harry McGrecor, 

Russet V. Mack, 
Managers on the Part of the House. 
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AUTHORIZING THE PRINTING OF ADDITIONAL COPIES 
OF THE HEARINGS ON ASTRONAUTICS AND SPACE 
EXPLORATION 


June 25, 1958.—Ordered to be printed 


Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


. >m 
REPOR' 
[To accompany H. Res. 581] 
The Committee on House Administration, to whom was referred 
House Resolution 581, having considered the same, report favorably 


thereon without amendment and recommend that the resolution do 
pass. 
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SERVICE DURING THE KOREAN CONFLICT 


JUNE 25, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following CF MICHIGAN 
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The Committee on Armed Services, to whom was referred the bill 
(H. R. 781) to make the retirement benefits of the Army and Air 
Force Vitalization and Retirement Equalization Act of 1948 available 
to certain persons who rendered active Federal service during the 
Korean conflict having considered the same, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 
The amendments are as follows: 
Strike all after the enacting clause and insert the following: 
That title 10, United States Code, is amended as follows: 

Section 1331 (c) is amended to read as follows: 

‘“‘(e) No person who, before August 16, 1945, was a reserve of an armed force, 
or a member of the Army without component or other catepory covered by 
section 1332 (a) (1) of this title except a recular component, is elis,ible for retired 
pay under this chapter, unless he performed active duty after April 5, 1917, and 
before November 12, 1918, or after September 8, 1940, and before January 1, 


1947, or unless he performed active duty (other than for training) after June 26, 
1950, and before July 28, 1953.” 


The title of the bill is amended to read as follows: 


A bill to amend title 10, United States Code, to make retired pay for non- 
regular service available to certain persons who performed active duty during the 
Korean conflict. 





PURPOSE OF THE BILL 





The purpose of H. R. 781 is to make eligible for retirement benefits 
of title II] of the Army and Air Force Vitalization and Retirement 
Equalization Act of 1948 (Public Law 810, 80th Cong., 62 Stat. 1081) 
those otherwise qualified individuals who were members of a Reserve 
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component on or before August 15, 1945, but did not perform active 
Federal service during any portion of either of 2 periods beginning 
April 6, 1917, and ending nw ember 11, 1918 (World War I period), 
and beginning September 9 9, 1940, and ending December 31, 1946 
(World “War IT period), but did per form active Federal service during 
any portion of the period after June 26, 1950, and before July 28, 1953 
(Korean conflict). 
EXPLANATION OF THE BILL 


Existing law, as expressed in the third proviso of subsection 302 (a) 
of Public Law 810, 80th Congress, provides that no individual who 
was a member of a Reserve component prior to August 15, 1945, shall 
be eligible for retirement benefits under title III of that law unless he 
performed active duty during World War I or World War II. There 
are a small number of individuals who were members of the Reserve 
prior to August 1945 but did not serve in World War I or World War 
II. Usually these individuals held positions which were vital to the 
national security, safety, and welfare, and were considered to be 
more valuable in their civilian pursuits. than if called to active duty. 
However, after the close of World War IT they continued their mem- 
bership in the Reserve, and following the outbreak of Korea either 
volunteered or were called to active duty and served honorably during 
the Korean conflict. Therefore, enactment of the bill would extend 
the benefits of the Reserve Retirement Act to members of the Reserve 
prior to August 14, 1945, who had served in the Korean conflict, on 
the same basis as members of the Reserve who served in World Wars 
I and II. 


COMMITTEE AMENDMENT 


The committee amendment makes no substantive changes in the 
original bill. It merely reflects the codification of laws affecting the 
Armed Forces. The title is amended to conform with the recent 
codification. 

COMMITTEE RECOMMENDATIONS 


A quorum being present, the committee voted unanimously to 
report the bill favorably. 


COST AND BUDGET DATA 


It is difficull to estimate cost for this bill because without a thorough 
search of the records of all reservists who were called to active duty 
during Korea it is not known how many would fall into this category. 
However, it is estimated that there are less than 200 persons who 
would be covered by the bill, and there would not be any immediate 
fiscal effects. In the future, and depending on how many of these 
reservists qualify for retirement, the maximum cost of the bill would 
be $200,000 annually. 


DEPARTMENT RECOMMENDATIONS 


The Department of Defense favors enactment of the bill, and the 
Bureau of the Budget interposes no objection. The Department 
letter follows: 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., August 6, 1957. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 


Dear Mr. CuHairMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to H. R. 781, 85th Congress, a bill to make the retirement 
benefits of the Army and Air Force Vitalization and Retirement 
Equalization Act of 1948 available to certain persons who rendered 
active Federal service during the Korean conflict. The Secretary of 
Defense has delegated to the Department of the Army the responsi- 
bility for expressing the views of the Department of Defense thereon. 

The purpose of the bill is to make eligible for retirement benefits 
under title III, Army and Air Force Vitalization and Retirement 
Equalization Act of 1948 (62 Stat. 1081 (now codified as ch. 67 of 
title 10, U. S. C.)), these otherwise qualified individuals who were 
members of a Reserve component on or before August 15, 1945, but 
did not perform active Federal service during any portion of either 
of two periods beginning April 6, 1917, and ending November 11, 
1918 (World War I period), and beginning September 9, 1940, and 
ending December 31, 1946 (World War II period), but did perform 
active duty (other than for training) during any portion of the period 
beginning June 27, 1950, and ending July 27, 1953 (Korean conflict 
period). 

The Department of the Army on behalf of the Department of 
Defense favors enactment of H. R. 781, 85th Congress. 

Section 1331 (c) of title 10, United States Code (formerly subsec. 
302 (a), Army and Air Force Vitalization and Retirement Equaliza- 
tion Act of 1948), provides that no individual who was a member of 
a Reserve component before August 16, 1945, shall be eligible for 
retirement benefits under chapter 67 of title 10, United States Code, 
unless he performed active duty during any portion of either of the 
World War I or World War II periods. The Department favors the 
extension of such retirement benefits to individuals who performed 
active duty for an extended period of time with the active forces dur- 
ing the period of the Korean conflict even though they were members 
of a Reserve component before August 16, 1945, but did not perform 
active duty during either the World Wars I or II periods. Entitling 
such individuals to these benefits is believed to be only fair and 
equitable since they would have been subject to the same hardships 
and dangers that confronted personnel who served during World 
War I and World War II. 

H. R. 781 contains the changes recommended by the Department in 
its report to the committee dated March 23, 1955, on H. R. 138, 84th 
Congress. This bill, thus amended, passed the House of Represen- 
tatives but failed of enactment by the Senate prior to adjournment of 
the 84th Congress. 

In view of the foregoing, the Department of the Army on behalf of 
the Department of Defense favors the proposal contained in H. R. 781. 
A substitute draft reflecting the codification of laws affecting the 
Armed Forces is submitted herewith. 

The fiscal effects of the enactment of this proposal are unknown 
and could not be determined without a physical review of the records 
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of the thousands of reservists who were called to active duty during 


the period of the Korean conflict. 


It is believed, however, that the 


number of individuals who would be affected by enactment of this 
legislation would be relatively small. 

This report has been coordinated within the Department of De- 
fense in accordance with procedures prescribed by the Secretary of 


Defense. 


The Bureau of the Budget advises that there is no objection to the 
submission of this report to Congress. 


Sincerely yours, 


CHANGES IN 


EXISTING 


CHARLES C. FINUCANE, 
Acting Secretary of the Army. 


LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 


repealed by this legislation. 


EXISTING LAW 


(10 U.S. C. 1331 (e)) 


* * * Provided further, That no 
person who was a member of a 
reserve component on or before 
August 15, 1945, shall be eligible 
for retirement benefits under this 
title unless he performed active 
Federal service during any portion 
of either of the two periods begin- 
ning April 6, 1917, and ending 
November 11, 1918, and beginning 
September 9, 1940, and ending 
December 31, 1946. 


THE BILL 


That the third proviso of sub- 
section (a) of section 302 of the 
Army and Air Force Vitalization 
and Retirement Equalization Act 
of 1948 is hereby amended to 
read as follows: ‘‘Provided further, 
That no person who was a member 
of a Reserve component on or be- 
fore August 15, 1945, shall be 
eligible for retirement benefits 
under this title unless he performed 
active Federal service during any 
portion of either of the two periods 
beginning April 6, 1917, and end- 
ing November 11, 1918, or begin- 
ning September 9, 1940, and end- 
ing December 31, 1946, or per- 
formed active duty, as defined in 
subsection 101 (b) of the Armed 
Forces Reserve Act of 1952 (66 
Stat. 481) during any portion of 
the period beginning June 27, 
1950, and ending July 27, 1953”’. 


O 











85TH CONGRESS HOUSE OF REPRESENTATIVES ‘ REPoRT 
2d Session No. 1985 


AMENDING SECTION 709 OF TITLE 32, UNITED STATES 
CODE 


June:25, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Brooks of Louisiana, from the Committee on ArmednServiees, 1 y 
submitted the following OF MICHIGAT 


REPORT 


[To accompany H. R. 8775] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 8775) to amend section 709 of title 32, United States Code, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert the following; 

That section 709 of title 32, United States Code is amended— 
(1) by amending subsection (b) to read as follows: 

“‘(b) Civilians may be employed as caretakers under this section. In addition, 
members of the National Guard may be employed as caretakers under this section 
in a civilian capacity without regard to their military grade. Compensation for 


such a member under this section is in addition to compensation otherwise pro- 
vided for a member of the National Guard.’’; 
(2) by striking out the last sentence of subsection (c) ; 
(3) by striking out subsection (d); and 
(4) by redesignating subsections (e) and (f) as subsections ‘‘(d)’’ and ‘‘(e)’’, 
respectively.” 


PURPOSE OF THE BILL 


The purpose of the bill is to remove the present requirement that 
no more than 15 National Guard civilian caretakers may be employed 
at a single maintenance or storage pool. It will also repeal the pro- 
vision that permits only one officer below the grade of major to be so 
employed. 

Section 709, title 32, United States Code, states in part as follows: 

Sec. 709. Caretakers and clerks— 
(a) Under such regulations as the Secretary of the Army 
may prescribe, funds allotted by him for the Army National 
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Guard may be spent for the compensation of competent per- 
sons to care for material, armament, and equipment of the 
Army National Guard. Under such regulations as the Secre- 
tary of the Air Force may prescribe, funds allotted by him for 
the Air National Guard may be spent for the compensation 
of competent persons to care for material, armament, and 
equipment of the Air National Guard. A caretaker employed 
under this subsection may also perform clerical duties inci- 
dental to his employment and other duties that do not inter- 
fere with the performance of his duties as caretaker. 

(b) Enlisted members of the National Guard and civilians 
may be employed as caretakers under this section. How- 
ever, if a unit has more than one caretaker, one of them 
must be an enlisted member. Compensation under this 
section is in addition to compensation otherwise provided 
for a member of the National Guard. 

(c) Under regulations to be prescribed by the Secretary 
concerned, material, armament, and equipment of the Army 
National Guard or Air National Guard of a State or Terri- 
tory, Puerto Rico, the Canal Zone, or the District of Colum- 
bia may be placed in a common pool for care, maintenance, 
and storage. Not more than 15 caretakers may be employed 
for each of those pools. 

(d) Under regulations to be prescribed by the Secretary 
concerned, one commissioned officer of the National Guard 
in a grade below major may be employed for each pool set 
up under subsection (c) and for each squadron of the Air 
National Guard. Commissioned officers may not be other- 
wise employed under this section. 

(e) Funds appropriated by Congress for the Natinal Guard 
are in addition to funds appropriated by the several States 
and Territories, Puerto Rico, the Canal Zone, and the Dis- 
trict of Columbia for the National Guard, and are available 
for the hire of caretakers and clerks. 

(f) The Secretary concerned shall fix the salaries of clerks 
and caretakers authorized to be employed under this section, 
and shall designate the person to employ them. 


It will be noted from the foregoing that no more than 15 caretakers 
may be employed at any one maintenance or storage pool and no 
officer above the grade of captain may be employed by the National 
Guard in a civilian capacity. 

Since 1947 neither of these prohibitions have had any practical 
effect, for, in the Military Establishment Appropriations Act of 1947 
(60 Stat. 556), and appropriation acts in subsequent years language 
has been inserted permitting employment without regard to these 
two limitations. 

Civilian employees required at a flying base, which is regarded as a 
‘pool,’ will number from 120 to 160, depending on the number of 
squadrons supported at the base. Combined field maintenance shops 
have been found in most cases to be the most economical in servicing 
the vast amounts of vehicles in the hands of the National Guard. 
From 40 to 250 Army National Guard civilian ra So may be 
employed at such shops, and there is at least 1 such shop in every 
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State. The limitation on numbers imposed by section 709 of title 32 
United States Code are therefore unrealistic, now and in the foreseeable 
future. 

Similarly, permitting the National Guard to employ only one officer 
below the grade of major in a civilian capacity and prohibiting the 
employment of all other officers in higher grades is unsound. A 
number of civilian jobs are in the higher grades of GS-11 to GS-14, 
the duties of which would in the military service be discharged by 
officers of field grade. The individual possessing the requisite quali- 
fications will oftentimes be found to have advanced in military grade 
accordingly. 

In addition, since the demonstrated weaknesses of present section 
709 are permanent rather than temporary in nature, it appears 
desirable to amend the basic law rather than suspend the provisions 
on a year-to-year basis in appropriations acts. 


COMMITTEE AMENDMENT 


The committee struck all after the enacting clause and inserted the 
provisions of a new bill. 

If section 709 (d) of title 32 is amended as provided in the original 
bill there may be some question raised concerning the interpretation 
of that subsection unless subsection (b) is amended also. Since both 
subsections deal with the same subject matter, the report of the De- 
partment of the Army recommended substituting new language which 
combines both subsections and thus relieves any doubt that a mis- 
interpretation might result. 


COMMITTEE RECOMMENDATIONS 


A quorum being present, the committee voted unanimously to favor- 
ably report the bill. 


COST AND BUDGET DATA 


The enactment of the legislation will cause no apparent increase in 
the budgetary requirements for the Department of Defense. 


DEPARTMENTAL RECOMMENDATIONS 


The Department of the Army on behalf of the Department of De- 
fense is strongly in favor of the enactment of the legislation. The 


Bureau of the Budget interposes no objection as indicated by the 
following letter: 


; NoveMBER 19, 1957. 
Hon. Cart VINSON, 


Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuarrMAn: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 8775, 85th Congress, a bill to amend section 709 of 
title 32, United States Code. The Secretary of Defense has delegated 
to the Department of the Army the responsibility for expressing the 
views of the Department of Defense thereon. 

The purpose of the bill is to remove the present requirement that 
not more than 15 National Guard civilian caretakers may be employed 
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at a single maintenance or storage pool. It will also repeal the 
provision that permits only one officer below the grade of major to 
be so employed. 

The Department of the Army on behalf of the Department of 
Defense favors the above-mentioned bill. 

Under section 709 of title 32, United States Code, not more than 
15 caretakers may be employed at any one maintenance or storage 
pool, nor may any officer above the grade of captain be employed by 
the National Guard in a civilian capacity. Neither of these pro- 
hibitions have had a practical effect since 1947, for in the Military 
Establishment Appropriation Act for fiscal year 1947 (60 Stat. 556), 
and appropriation acts in subsequent years, language has been inserted 
permitting employment without regard to these two limitations. 

Civilian employees required at a fyi ing base, which is regarded as a 

“pool,” will number from 120 to 160, depending on the number of 
squadrons supported at the base. ‘Combined field maintenance 
shops have been found in most cases to be the most economical in 
servicing the vast amounts of vehicles in the hands of the National 
Guard. From 40 to 250 Army National Guard civilian employees 
may be employed at such shops, and there is at least 1 such shop in 
every State. The limitation on numbers imposed by section 709 of 
title 32, United States Code, are therefore unrealistic, now and in 
the forseeable future. 

Similarly, permitting the National Guard to employ only one 
officer below the grade of major in a civilian capacity and prohibiting 
the employment of all other officers in higher grades is unsound. A 
number of civilian jobs are in the higher grades of GS-11 to GS-14, 
the duties of which would in the military service be discharged by 
officers of field grade. The individual possessing the requisite quali- 
fications will oftentimes be found to have advanced in military grade 
accordingly. 

National Guard regulations require membership in National Guard 
units as a condition to civilian employment, thereby assuring avail- 
ability in case of mobilization. 

It is a practical impossibility to fill these high-level civilian positions 
from individuals occupying the lower military grades. As a practical 
matter, such a practice, if feasible, would disrupt the organization 
upon mobilization, since the civilian incumbent would be required to 
perform the duties of his military occupation, different from his prior 
civilian employment, and field grade officers would be required to 
perform jobs they had not been permitted to fill as civilians. 

Accordingly, section 709 of title 32, United States Code, if applied, 
would preclude the civilian employment of the best qualified indi- 
viduals obtainable, and prevent field-grade officers from obtaining 
the best possible experience appropriate to their military assignments. 

In addition, since the demonstrated weaknesses of present section 
709 are permanent rather than temporary in nature, it appears de- 
sirable to amend the basic law rather than suspend the provisions on 
a year-by-year basis in appropriation acts. The practice of enacting 
legislation in appropriation acts is undesirable since the needed relief 
may be lost on a point-of-order motion. 

For the foregoing reasons the Department of the Army on behalf 
of the Department of Defense is strongly in favor of the purposes of 
the proposed legislation. However, if section 709 (d) of title 32 is 
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amended as provided in H. R. 8775 there may be some question raised 
concerning the interpretation of that subsection unless subsection (b) 


is amended also. 


Since both subsections deal with the same subject 


matter, it is recommended that they be combined. A substitute draft 
bill accomplishing this purpose is enclosed and the Department recom- 


mends its enactment. 


The enactment of this legislation will cause no apparent increase in 
the budgetary requirements for the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with regulations prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to the Congress. 


Sincerely yours, 


Wiser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law=which would be amended or 


repealed by this legislation: 


EXISTING LAW 
Section 709, title 32, United States 
Code 


Suc. 709. Caretakers and clerks 
(a) Under such regulations as 
the Secretary of the Army may 
rescribe, funds allotted by him 
or the Army National Guard may 
be spent for the compensation of 
competent persons to care for 
material, armament, and equip- 
ment of the Army National Guard. 
Under such regulations as_ the 
Secretary of the Air Force may 
rescribe, funds allotted by him 
fee the Air National Guard may 


be spent for the compensation of 


competent persons to care for 
material, armament, and equip- 
ment of the Air National Guard. 
A caretaker employed under this 
subsection may also perform cleri- 
cal duties incidental to his em- 
ployment and other duties that 
do not interfere with the perform- 
ance of his duties as caretaker. 


THE BILL 


That section 709 of title 32, 
United States Code, is amended 
as follows: 

(a) Strike out the last sentence 
of subsection (c). 

(b) Change subsection (d) to 
read as follows: 

“‘(d) Under regulations to be 
prescribed by the Secretary con- 
cerned personnel of the National 
Guard may be employed as care- 
takers in a civilian capacity with- 
out regard to military grade.”’. 
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EXISTING LAW 


(b) Enlisted members of the 
National Guard and civilians may 
be employed as caretakers under 
this section. However, if a unit 
has more than one caretaker, one 
of them must be an enlisted 
member. Compensation under 
this section is in addition to 
compensation otherwise provided 
for a member of the National 
Guard. 

(c) Under regulations to be 
prescribed by the Secretary con- 
cerned, material, armament, and 
equipment of the Army National 
Guard or Air National Guard of a 
State or Territory, Puerto Rico, 
the Canal Zone, or the District of 
Columbia may be placed in a 
common pool for care, mainte- 
nance, and storage. Not more 
than 15 caretakers may be em- 
ployed for each of those pools. 

(d) Under regulations to be 
prescribed by the Secretary con- 
cerned, one commissioned officer 
of the National Guard in a grade 
below major may be employed for 
each pool set up under subsection 
(c) and for each squadron of the 
Air National Guard. Commis- 
sioned officers may not be other- 
wise employed under this section. 

(e) Funds appropriated by Con- 
gress for the National Guard are 
in addition to funds appropriated 
by the several States and Terri- 
tories, Puerto Rico, the Canal 
Zone, and the District of Colum- 
bia for the National Guard, and 
are available for the hire of care- 
takers and clerks. 

(f) The Secretary concerned 
shall fix the salaries of clerks and 
caretakers authorized to be em- 
ployed under this section, and 
shall designate the person to 
employ them. 


O 


THE BILL 
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PROVIDING THAT CERTAIN EMPLOYEES OF THE TERRI- 
TORY OF HAWAII SHALL BE SUBJECT TO THE CIVIL- 
SERVICE LAWS OF THE TERRITORY 


JUNE 25, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. O’Brien of New York, from the Committee on Interior and 


sular Affai , An NIVERSITY 
Insular Affairs, submitted the following) * MICHIGAN 


REPORT 


{To accompany H. R. 4675] LAIN 


7 Tala. 
» eeurareee 


The committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4675) to provide that certain employees 
under the jurisdiction of the commissioner of public lands and those 
under the jurisdiction of the board of harbor commissioners of the 
Territory of Hawaii shall be subject to the civil service laws of the 
Territory of Hawaii, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

The amendment is as follows: 


Strike out all after the enacting clause and insert in lieu thereof the 
following language: 


That the first paragraph of section 106 of the Hawaiian Organic Act (48 U.S. C, 
545) is amended by striking out the last serterce thereof and insertirg in lieu 
of such sentence the followirg: ‘‘The Board shall likewise have power to appoirt, 
subject to the Territorial laws of Hawaii relating to the civil service of Hawaii, 
clerks, wharfingers, and their assistants, pilots and pilot-boat crews, and such 
other officers and employees as may be necessary; to make rules and regulations 
pursuant to this section and not inconsistent with law; and generally shall have 
all powers necessary to carry out the provisions of this section. All officers and 
employees appointed pursuant to this section shall be subject to the Territorial 
laws of Hawaii relating to the civil service of Hawaii.” 

Sec. 2. Paragraph (a) of section 73 of the Hawaiian Organie Act (48 U.S. C. 
677), is amended by adding at the end thereof the following new sentence: “All 
officers and employees under the jurisdiction of the commissioner shall be ap- 
pointed by him, subject to the Territorial laws of Hawaii relating to the civil 
service of Hawaii, and all such officers and employees shall be subject to such 
civil service laws.”’ 

Sec. 3. All officers and employees who on the date of enactment of this Act 
are under the jurisdiction of the board of harbor commissioners of the Territory 
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of Hawaii, or of the land commissioner of the Territory of Hawaii, are hereby 
covered into the civil service of Hawaii under the job classification and status 
held as of the date of enactment hereof and are made subject to the Territorial 
laws of Hawaii relating to such civil service. 


SUMMARY 


H. R. 4675, as amended, relates to the status of employees and 
officers of the Hawaiian Board of Harbor Commissioners and the 
Commissioner of Public Lands and covers them into Hawaii’s civil- 
service system. 

This legislation is desirable since the employees are presently the 
only Territorial employees not under the civil service laws of Hawaii. 

There is no expenditure of Federal funds involved in H. R. 4675, 
as amended. 

The bill as reported incorporates amendments recommended by the 
Secretary of the Interior. 


PURPOSE OF THE BILL 


The purpose of H. R. 4675, as amended, introduced by Delegate 
Burns, is to provide that certain employees of the Hawaiian Terri- 
torial Board of Harbor Commissioners and the Commissioner of 
Public Lands shall be subject to the civil service laws of the Territory 
of Hawaii. 

Since 1895 these employees have been solely under the jurisdiction 
of these respective departments of the Territorial Government. The 
Territorial Legislature is without jurisdiction to provide civil-service 
laws for the employees because they are covered by Federal legisla- 
tion. In order to change the status of these ware it is necessary 
to amend the Hawaiian Organic Act (48 U.S 545, 677). 

Section 1 of H. R. 4675, as amended, will gee section 106 of the 
Organic Act by providing that the Board of Harbor Commissioners 
shall have appointive and employment regulatory powers, subject to 
the Territorial laws, over clerks, wharfingers, pilots, and sundry other 
employees of the board. It also provides that these officers and 
employees shall be subject to the Territorial laws of Hawaii relating 
to the civil service of Hawaii. 

Section 2 amends paragraph (q) of section 73 of the Organic Act 
by adding a new sentence which provides that officers and emplovees 
under the jurisdiction of the Commissioner of Public Lands shall be 
appointed by him in accordance with the Territorial laws of Hawaii 
relating to its civil service and that they shall be subject to those laws. 

Section 3 provides that all officers and employees of the above- 
named Board and Commissioner at the time of the enactment of this 
act shall be covered into the civil service of Hawaii under the job 
classification and status they held at the time this act becomes 
effective. 

By Joint Resolution 3 dated May 3, 1957, and House Concurrent 
Resolution No. 71, dated May 7, 1957, the Territorial Legislature 
recommended enactment of legislation similar to H. R. 4675, as 
amended. The Governor of Hawaii has also expressed approval of 
this bill. 

There is no expenditure of Federal funds involved in this legislation. 

H. R. 4675 as reported was amended to incorporate changes recom- 
mended by the Secretary of the Interior. 








DEPOSITED Ry THE 
UNITE STAT EMPLOYERS ,0F THE TERRITORY OF HAWAII P 


The report of the Secretary of the Interior dated May 19, 1958, 
and copies of Joint Resolution 3 and House Concurrent Resolution 
No. 71 of the Territorial legislature are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 19, 1958. 
Hon. Ciairn ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Drar Mr. Encie: Your committee has requested a report on 
H. R. 4675, a bill to provide that certain employees under the juris- 
diction of the commissioner of public lands and those under the 
jurisdiction of the board of harbor commissioners of the Territory of 
Hawaii shall be subject to the civil-service laws of the Territory of 
Hawaii. 

We recommend enactment of H. R. 4675, but only if amended as 
suggested in this report. 

H. R. 4675 would bring within the Territorial civil-service system 
all of the officers and employees of the board of harbor commissioners 
and the commissioner of public lands. 

Pursuant to the Land Laws of Hawaii, 1895, and section 73 and sec- 
tion 106 of organic act, the employees of the board of harbor commis- 
sioners and of the commissioner of public lands have been solely under 
the jurisdiction of these respective departments of the Territorial 
government. The Territorial legislature was without jurisdiction to 
provide civil service laws for the employees of those departments 
because they were covered by Federal legislation, to wit: The Hawaiian 
Organic Act. The purpose of the bill, therefore, is to bring the em- 
ployees of those two departments within the civil-service laws of the 
Territory. 

Section 1 of the bill refers to the employees of the board of harbor 
commissioners. It amends section 106 of the Hawaiian Organic Act 
by deleting from that section the authority of the board to remove 
employees and the authority to set compensation, and provides 
that all employees appointed pursuant to section 106, as amended, 
shall be subject to all the Territorial laws of Hawaii relating to civil 
service. Therefore, although the proposed bill places such employ ees 
under the civil service laws, it does not provide complete civil service 
coverage insofar as the power of appointment would still be vested in 
the board. Although, civil service might set up job classifications, 
qualifications and eligibility lists, the harbor board would not be 
bound by such eligibility lists for its appointments. 

Section 2 of the proposed bill relates to employees under the juris- 
diction of the commissioner of public lands. This section is not clear 
as to whether the power of appointment is taken away from the com- 
missioner, and whether or not the commissioner will, in his appoint- 
ment of personnel, be required to follow the civil service laws. The 
bill should be amended to clarify those two matters. 

Section 3 of the bill is in effect a savings clause providing civil- 
service coverage to all employees under the jurisdiction of the board 
of harbor commissioners and the land commissioner at the time of 
enactment of this bill. This section, however, leaves open the exact 
manner in which the employees would be covered into civil service 
upon the enactment of H. R. 4675. The bill should be amended to 
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provide that the employees are covered into the civil service of Hawaii 
under the job classification and status held as of the date of enactment. 

We would therefore suggest that H. R. 4675 be amended to cover 
the matters pointed out in this report, and to comply with the pro- 
posed draft attached to this report. Governor Quinn of Hawaii has 
informed us that he recommends enactment of the attached sub- 
stitute bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 


A BILL To provide that certain employees under the jurisdiction of the com- 
missioner of public lands and those under the jurisdiction of the board of 
harbor commissioners of the Territory of Hawaii shall be subject to the civil 
service laws of the Territory of Hawaii 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, That the first paragraph of 

section 106 of the Hawaiian Organic Act (48 U.S. C. 545) is amended 

by striking out the last sentence thereof and inserting in lieu of such 
sentence the following: “The Board shall likewise have power to 
appoint, subject to the Territorial laws of Hawaii relating to the civil 
service of Hawaii, clerks, wharfingers, and their assistants, pilots and 
pilot-boat crews, and such other officers and employees as may be 
necessary; to make rules and regulations pursuant to this section and 
not inconsistent with law; and generally shall have all powers neces- 
sary to carry out the provisions of this section. All officers and em- 
ployees appointed pursuant to this section shall be subject to the 

Territorial laws of Hawaii relating to the civil service of Hawaii.’ 
Sec. 2. Paragraph (q) of section 73 of the Hawaiian Organic Act 

(48 U.S. C. 677), is amended by adding at the end thereof the follow- 

ing new sentence: ‘‘All officers and employees under the jurisdiction 

of the commissioner shall be appointed by him, subject to the Terri- 
torial laws of Hawaii relating to the civil service of Hawaii, and all such 
officers and employees shall be subject to such civil service laws.” 
Sec. 3. All officers and employees who on the date of enactment of 
this Act are under the jurisdiction of the board of harbor commis- 
sioners of the Territory of Hawaii, or of the land commissioner of the 

Territory of Hawaii, are hereby covered into the civil service of Hawaii 

under the job classification and status held as of the date of enactment 

hereof and are made subject to the Territorial laws of Hawaii relating 
to such civil service. 


Territory or HAawat 
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This is to certify that the attached copy of Joint Resolution 3 


> 
enacted by the Legislature of the Territory of Hawaii in its regular 
session of 1957, is a true and correct copy of the original which is on 
file in this office. 
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In witness whereof I have hereunto set my hand and caused the 
great seal of the Territory of Hawaii to be affixed. 
Done at Iolani Palace, in Honolulu, this 3d day of May A. D. 1957. 
[SEAL] Farrant L. Turner, 
Secretary of Hawaii. 





JOINT RESOLUTION 3 


JOINT RESOLUTION Requesting the Congress of the United States of America 
to amend the Hawaiian Organic Act to provide for the employment and com- 
pensation of employees of the Board of Harbor Commissioners of the Territory 
of Hawaii in accordance with the laws of the Territory of Hawaii 
Be it enacted by the Legislature of the Territory of Hawaii: 

Section 1. The Congress of the United States of America is hereby 
respectfully requested to amend Section 106 of the Hawaiian Organic 

Act substantially as set forth in the following form of bill: 


“A BILL To amend section 106 of the Hawaiian Organic Act 


“Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled: 


“Srecrion 1. That section 106 of the Hawaiian Organic Act be 
amended by amending the last sentence of the first paragraph to 
read as follows: 

‘“‘ “The board shall likewise have power to appoint and remove clerks, 
wharfingers and their assistants, pilots and pilot-boat crews, and all 
such other employees as may be necessary, and to fix their compensa- 
tion, in accordance with the laws of the Territory; to make rules and 
regulations pursuant to this section and not inconsistent with law; 
and generally shall have all powers necessary fully to carry out the 
provisions of this section.’ 

“Src. 2. That the employees of the Board of harbor commissioners 
of the Territory of Hawaii on the effective date of this Act shall 
continue in employment, subject to suspension, demotion, and dis- 
missal as provided in the civil-service laws of the Territory of Hawaii 
as amended from time to time. 

“Sue. 3. This Act shall take effect on and after the date of its 
approval.” 

Sec. 2. Certified copies of this joint resolution shall be forwarded 
to the President of the United States, the President of the Senate 
and the Speaker of the House of Representatives of the United States 
and the Delegate to Congress from Hawaii. 

Sec. 3. This joint resolution shall take effect upon its approval. 

Approved this 25th day of April, A. D., 1957. 

(Signed) Samuget WiLpeR KING, 
Governor of the Territory of Hawaii. 
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House ConcurRRENT RESOLUTION 71 


Whereas the employees of the commissioner of public lands of the 
Territory of Hawaii do not enjoy the benefits of civil-service status: 
Now, therefore, be it 

Resolved by the House of Representatives of the 29th Legislature of 
the Territory of Hawaii, the Senate concurring, That the Congress of 
the United States be requested to amend the organic act so that the 
subagents, clerks and other employees of the commissioner of public 
lands of the Territory of Hawaii shall continue in employment subject 
to suspension, demotion, and dismissal as provided in the civil-service 
laws of the Territory of Hawaii as amended from time to time; and 
be it further 

Resolved, that certified copies of this resolution shall be forwarded 
to the President of the United States, the President of the Senate and 
the Speaker of the House of Representatives of the United States 
and the Delegate to Congress from Hawaii. 


Tue House or REPRESENTATIVES OF THE TERRITORY OF Hawalr 


Honouutu, T. H., May 7, 1957. 
We hereby certify that the foregoing concurrent resolution was 
this day adopted by the House of Representatives of the 29th Legis- 
lature of the Territory of Hawaii. 
QO. Vincent Espostro, 
Speaker, House of Representatives. 
Herman W. Lv, 
Clerk, House of Repre sentatives. 


Tue SENATE or THE TERRITORY or HAWAII 


Hono.utu, T. H., May 7, 1957. 
We hereby certify that the foregoing concurrent resolution was this 
day adopted by the Senate of the 29th Legislature of the Territory of 
Hawaii. 


Pre siden nt of the Senate. 
Wittram S. Ricuarps, 
Clerk of the Senate. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 4675, as amended. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 
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HawaniAn Oroanic Act (31 Stat. 154), as AMENDED (48 U,S. C. 545) 


Sec. 106. The board of harbor commissioners of the Territory of 
Hawaii shall have and exercise all the powers and shall perform all the 
duties which may lawfully be exercised by or under the Territory of 
Hawaii relative to the control and management of the shores, shore 
waters, navigable streams, harbors, harbor and water-front improve- 
ments, ports, docks, wharves, quays, bulkheads, and landings belonging 
to or controlled by the Territory, ‘and the shipping using the same, 
and shall have the authority to use and permit and regulate the use of 
the wharves, piers, bulkheads, quays, and landings belonging to or 
controlled by the Territory for receiving or discharging passengers 
and for loading and landing merchandise, with a right to collect 
wharfage and demurrage thereon or therefor, and, subject to all 
applic ‘able provisions of law, to fix and regulate from time to time 
rates for services rendered in mooring vessels, charges for the use of 
moorings belonging to or controlled by the Territory , rates or charges 
for the services of pilots, wharfage, or demurrage, rents or charges for 
warehouses or warehouse space, for office or office space, for storage 
of freight, goods, wares, and merchandise, for storage space for the 
use of donke ‘vy engines, derricks, or other equipment belonging to the 
Territory, under the control of the board, and to make other charges, 
including toll or tonnage charges on freight passing Over or across 
wherves, docks, queys, bulkheads, or landings. [The board shall 
likewise have power to appoint and remove clerks, wharfingers and 
their assistants, pilots and pilot-boat crews, and all such other em- 
ployees as may be necessary, and to fix their con 1pensation; to make 
rules and regulations pursuant to this section and not inconsistent 
with law; and generally shall have all powers necessary fully to carry 
out the provisions of this section.] The Board shall likewise have 
power to appoint, subject to the Territorial laws of Hawaii relating to the 
civil service of Hawaii, clerks, warfingers, and their assistants, pilots and 
pilot-boat crews, and such other officers and employees as may be neces- 
sary; to make rules and regulations pursuant to this section and not 
inconsistent uith law; and generally shall have all powers necessary to 
carry out the provisions of this section. All officers and employees 
appointed pursuant to this section shall be subject to the Territorial laws 
of Hawaii relating to the civil service of Hawaii. 


Hawattan Oraanic Act (31 Srat. 154), As AMENDED (48 U. S. C. 


677) 


Sec. 73 (q) All lands in the possession, use, and control of the 
Territory shall hereafter be managed by the commissioner, except 
such as shall be set aside for public | purposes as hereinafter provided; 
all sales and other dispositions of such land shall be made by the 
commissioner or under his direction, for which purpose, if necessary, 
the land may be transferred to his department from any other depart- 
ment by direction of the Governor, and all patents and deeds of such 
land shall issue from the office of the commissioner, who shall counter- 
sign the same and keep a record thereof. Lands conveyed to the 
Territory in exchange for other lands that are subject to the land laws 
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of Hawaii, as amended by this Act, shall, except as otherwise pro- 
vided, have the same status and be subject to such laws as if they 
had previously been public lands of Hawaii. All orders setting aside 
lands for forest or other public purposes, or withdrawing the same, 
shall be made by the Governor, and lands while so set aside for suc h 
purposes may be managed as may be provided by the laws of the 
Territory; the provisions of this paragraph may also be applied where 
the “‘public purposes” are the uses and purposes of the United States, 
and lands while so set aside may be managed as may be provided by 
the laws of the United States. The commissioner is ery author- 
ized to perform any and all acts, prescribe forms of oaths, and, with 
the approval of the evar id said board, make saith rules and 
regulations as may be necessary and proper for the purpose of carrying 
the provisions of this section and the land laws of Hawaii into full 
force and effect. All officers and employees under the jurisdiction of 
the commissioner shall be appointed by him, subject to the Territorial 
laws of Hawaii relating to the civil service of Hawaii, and all such 
officers and employees shall be subject to such civil service laws. 


O 

















85TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
2d Session No. 1987 


AUTHORIZING LOAN OF CERTAIN EQUIPMENT AND USE 
OF CERTAIN LANDS BY GIRL SCOUTS 


JuNE 25, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Brooks of Louisiana, from the Committee on Armed Services, 


submitted the following BE eatin 
REPORT 
[To accompany 8S. 2630] RAIN 
RrAr OM 


The Committee on Armed Services, to whom was referred the bill 
(S. 2630) to authorize the Secretary of Defense to lend certain Army, 
Navy, and Air Force equipment, and to provide certain services to 
the Girl Scouts of the United States of America, and to permit use 
of certain lands of the Air Force Academy for use at the Girl Scout 
senior roundup encampment, and for other purposes, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to authorize the Secretary of Defense to lend 
equipment and to provide certain services to the Girl Scouts of the 
United States of America in connection with the senior roundup 
encampment to be held at Colorado Springs, Colo., in June-July 1959. 


EXPLANATION 


Approximately 10,000 Girl Scouts are scheduled to attend the 1959 
senior roundup encampment of the Girl Scouts. It has become 
traditional for the Government to assist the Boy Scouts and the 
Girl Scouts in connection with national jamborees and roundups by 
lending them the necessary camping, messing, refrigeration, and 
medical equipment needed at the site of the encampment. 

This bill is similar to Public Law 236, 84th Congress, which author- 
ized the lending of equipment and providing services for the 1956 
roundup in the Highland State recreation area of Michigan. Public 
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Law 638, 84th Congress, authorized the loan of equipment and the 
providing of services for the 4th national jamboree of the Boy Scouts. 

The bill requires that the Secretary of Defense take an appropriate 
bond for the safe return of such property as is loaned and that no 
expense shall be incurred by the United States Government for the 
delivery, return, rehabilitation, or replacement of any equipment that 
is furnished. The equipment authorized to be loaned is only that 
which is in stock and available and the issue of which would not 
jeopardize the national defense program. 

The bill also would authorize the Secretary of Defense to permit 
use of undeveloped lands of the Air Force Academy that are adjacent 
to the proposed encampment. Such use may not interfere with the 
activities of the Academy. 

COST DATA 


The Department of Defense has been unable to estimate the cost of 
this bill. The equipment that may be loaned must be without expense 
to the Government and the Department estimates that the cost of the 
services authorized will be nominal. 


COMMITTEE RECOMMENDATIONS 


A quorum being present the committee voted unanimously to 
favorably report the bill. 


DEPARTMENTAL RECOMMENDATIONS 


The Department of Defense and the Bureau of the Budget interpose 


no objection to the bill as is indicated by the following letter: 


DEPARTMENT OF THE AiR Force, 
OFFICE OF THE SECRETARY, 
Washington, November 22, 1957. 
Hon. Ricuarp B. Russ£.1, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CuairMan: Reference is made to your request for the 
views of the Department of Defense on S. 2630, 85th Congress, a bill 
to authorize the Secretary of Defense to lend certain Army, Navy, 
and Air Force equipment, and to provide certain services to the Girl 
Scouts of the United States of America, and to permit use of certain 
lands of the Air Force Academy for use at the Girl Scout senior roundup 
encampment, and for other purposes. The Secretary of Defense has . 
delegated to this Department the responsibility for expressing the 
views of the Department of Defense. 

S. 2630 authorizes the Secretary of Defense to lend equipment, pro- 
vide services, and permit the use of land to the Girl Scouts of the 
United States of America for the accommodation of approximately 
10,000 Girl Scouts and officials in the Girl Scout senior roundup en- 
campment to be held during the period beginning in June 1959 and 
ending in July 1959. Equipment authorized to be lent includes tents, 
cots, blankets, commissary equipment, flags, refrigerators, and other 
equipment and services as may be necessary for the encampment to 
the extent that items are in stock and available and issue would not 
jeopardize the national defense. The land which the Secretary of 
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Defense is authorized to permit the Girl Scouts to use is such por- 
tions of undeveloped lands of the United States Air Force Academy 
adjacent to such encampment as may be necessary or useful, if use by 
the encampment will not interfere with activities of the Academy and 
will not jeopardize the national defense program. The Girl Scouts of 
the United States of America are required to give a good and sufficient 
bond for the return of such property in good order and conditior 
without expense to the United States. 

The Department of the Air Force on behalf of the Department of 
Defense interposes no objection to S. 2630. 

Under the authority of the language “other equipment and services 
as may be necessary or useful’ appearing in previous enactments for 
similar support of Scouting the following types of support have been 
furnished on a nonreimbursable basis: 

(1) Specialized equipment for administrative support, and the oper- 
ation of such equipment. 

(2) Personnel for security, accounting and organizational mainte- 
nance of equipment loaned. 

(3) Administrative support personnel such as supervisors, medical 
and dental technicians, military police, and bandsmen. 

(4) Temporary duty and per diem costs of the foregoing support 
personnel as authorized by law. 

The fiscal effects of this legislation are not known to the Depart- 
ment of Defense. The bill, however, provides that no expense shall 
be incurred by the United States Government for the delivery, return, 
rehabilitation, or replacement of the equipment or for the use of the 
land. It is believed that the expenses arising from the provision of 
services will be nominal. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 


JaMEs H. Dovatas. 


O 














85TH CoNGRESS HOUSE OF REPRESENTATIVES | REPorT 
2d Session No. 1995 





AMENDING THE CIVIL AERONAUTICS ACT OF 1938, TO 
IMPOSE CIVIL PENALTIES FOR VIOLATION OF SECU- 
RITY PROVISIONS 


June 25, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Harris, from the Committee on Interstate and Foreign 1, Com- 
merce, submitted the following 6F viele IGAN 


REPORT jUL 1g 129 


© y 8. 1380 MAIN 
[To accompany ] Sssie ac ROOM 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1380) to authorize the imposit on of civil penalties 
for violation of the security provisions of the Civil Aeronautics Act of 
1938, and for other purposes, having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do pass, 


PURPOSE OF THE BILL 


The purpose of this bill is to amend section 901 (a) of the Civil 
Aeronautics Act of 1938 to authorize the imposition of civil penalties 
for violation of any rule, regulation, or order issued under the security 
provisions (title XII) of the act. 


HISTORY OF LEGISLATION 


5. 1380 is identical with H. R. 5239, introduced by the chairman of 
this committee at the request of ing Department of C ommerce. 

Hearings on S. 1380 and H. R. 5239 were held April 22, 1958, by 
the Subcommittee on Transpoitation and Communications. A mem- 
ber of the Civil Aeronautics Board and the General Counsel of the 
Civil Aeronautics Administration testified at the hearings in support 
of this legislation. Agency reports are favorable. 


NEED FOR LEGISLATION 


After the outbreak of hostilities in Korea, Congress amended the 
Civil Aeronautics Act by adding thereto title XII. This new title 
authorized the Secretary of_Commerce, upon the direction of the 
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President, to exercise control of the flight of aircraft over certain areas 
in the interest of national security. Subsequently, the President 
issued an Executive order directing the Secretary of Commerce to 
put into effect a program for this purpose. As a result, the Civil 
Aeronautics Administration has issued regulations prescribing certain 
zones known as air defense identification zones, in which special reg- 
ulations govern the operation of aircraft in the interest of national 
security. 

Effective enforcement of these regulations issued in the interest of 
national security is all important. However, under present law, 
authority of the Civil Aeronautics Administration to take action for 
violation of these security regulations is limited either to suspension 
or revocation of the pilot’s certificate or other operating authority, 
or, in the event of a knowing and willful offense, the application of 
criminal sanctions provided in title XII for the violation of national 
security regulations. The General Counsel of the Civil Aeronautics 
Administration told the committee that in many instances neither of 
these possible enforcement actions is appropriate to the offense 
involved. 

S. 1380, by an amendment to section 901(a) of the act (which pro- 
vides for civil penalties in certain cases), would make available to the 
Civil Aeronautics Administration the sanction of civil penalty action 
for violations of these security regulations. It would thus provide 
an additional, flexible type of remedy which the CAA believes is 
needed to enforce security regulations. The civil penalty could not 
exceed $1,000 for any violation. 

All penalties under section 901 (a) of the act are imposed by the 
district courts of the United States in proceedings instituted by the 
United States attorney at the request of the Secretary of Commerce 
in accordance with title 28, United States Code, section 2461. Such 
proceedings are civil in character and are governed by the Federal 
Rules of Civil Procedure. The Secretary, however, would have the 
right to compromise the case, prior to the actual filing of the court 
proceeding, upon such terms and in such amount as he may deem 
appropriate. In such court proceeding the burden is on the Govern- 
ment to establish its case by a preponderance of the evidence. The 
right of appeal, in the event of an adverse decision, is assured to the 
charged violator under the usual rules applicable to all civil cases in 
our Federal judicial system. 


AGENCY REPORTS 


The following agency reports on H. R. 5239 (S. 1380 and H. R. 5239 
are identical) were considered by the committee: 


Toe SECRETARY OF COMMERCE, 
Washington, D. C., May 14, 1967. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHarrMan: This is in response to your request of 
February 25, 1957, for a report of the Department of Commerce on 
H. R. 5239-85. The purpose of this bill is to authorize the imposition 
of civil penalties for violation of the security provisions of the Civil 
Aeronautics Act of 1938, and for other purposes. 
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Following the outbreak of hostilities in Kore, legislation was 
enacted authorizing the Secretary of Commerce, upon the direction 
of the President, to exercise control of the flight of aircraft over certain 
areas for national security purposes (64 Stat. 825; title XII, Civil 
Aeronautics Act of 1938, as amended; 49 U. S. C. 701-705). There- 
after, an Executive order was issued by the President (Executive 
Order No. 10197, Dec. 21, 1950), directing the Secretary to put 
the program into effect. At present the only sanctions which may 
be applied for violations of the security regulations which have been 
issued by the Secretary under that authority are either (1) suspension 
or revocation of the offender’s pilot certificate or operating authority, 
or (2) in the case of willful offenses, criminal penalties. In most 
cases, neither of these sanctions is appropriate. 

To an airline or other commercial pilot, suspension or revocation 
means loss of earnings, and to the air transport industries, loss of 
essential man-hours of skilled services. Suspension of the operating 
certificate of a carrier, for example, means loss of essential transpor- 
tation service to the Nation. These results are both inappropriate 
to the times and too severe for the usual offense. 

Criminal penalties are even more drastic, and thus even less appro- 
priate in most of the cases presented. In any event, criminal intent 
is usually lacking in these cases, which generally involve some un- 
authorized entry into an air defense identification zone through 
oversight or neglect. 

The civil penalty which is the normal sanction applied for minor 
violations of other safety provisions of the Civil Aeronautics Act 
of 1938 would provide a moderate and expeditious remedy more 
appropriate to these technical violations. An amendment to the law 
is necessary to authorize the imposition of that sanction in such cases, 
H. R. 5239-85 would provide that authority; it would amend sec- 
tion 901 (a) of the act so as to include within those infractions for 
which a civil penalty may be imposed, any violation of a “rule, regu- 
lation or order issued under title XII”’ of the act. 

The Bureau of the Budget has advised that it has no objection to 
the transmission of this letter to your committee. 

Sincerely yours, 
SincLAIR WEEKS, 
Secretary of Commerce. 





EXxecuTIvE OFFICE OF THE PRESIDENT, 
BurREAU OF THE BupGeEt, 
Washington, D. C., July 3, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, House 
o Representatives, New House Office Building, Washington, 
aC. 


My Dear Mr. Cuatrman: This is in reply to your letter of Feb- 
ruary 25, 1957, requesting the views of this office with respect to 
H. R. 5239, a bill to authorize the imposition of civil penalties for 
violation of the security provisions of the Civil Aeronautics Act of 
1938, and for other purposes. 

This office would have no objection to the enactment of this measure. 

Sincerely yours, 
Rospert E. Merriam, 
Assistant Director. 





AMENDING THE CIVIL AERONAUTICS ACT OF 1938 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
passed by the Senate, are shown as follows (existing law proposed 
to be omitted is enclosed in black brackets, new matter is printed in 
italic, existing law in which no change is proposed is shown in roman): 


SecTION 901 (a) oF THE Civit, ApRONAUTICS AcT oF 1938 
(49 U.S. C. 621 (a)) 
TITLE [X—PENALTIES 
CIVIL PENALTIES 
Safety and Postal Offenses 


Sec. 901. (a) Any person who violates (a) any provision of titles 
V, VI, and [VII] VU, or any rule, regulation, or order issued under 
title XII of this Act, or any provision of subsection (a) (1) of section 
11 of the Air Commerce Act of 1926, as amended, or (2) any rule or 
regulation issued by the Postmaster General under this Act, shall be 
subject to a civil penalty of not to exceed $1,000 for each such violation. 
Any such penalty may be compromised by the [Board ! or] Secretary 
of Commerce, the Civil Aeronautics Board, or the Postmaster General, 
as the case may be. The amount of such penalty, when finally 
determined, or the amount agreed upon in compromise, may be 


deducted from any sums owing by the United States to the person 
charged. 


APPENDIX 
Title XII of the Civil Aeronautics Act of 1938 follows: 
“TITLE XII—SECURITY PROVISIONS 
“SECRETARY OF COMMERCE AND CIVIL AERONAUTICS BOARD 


“Sec. 1201. The purpose of this title is to establish security pro- 
visions which will encourage and permit the maximum use of civil 
aircraft consistent with the national sec urity. Whenever the Presi- 
dent determines such action to be required in the interest of national 
security, he may direct the Secretary of Commerce and the Civil 
Aeronautics Board to exercise the powers, duties and responsibilities 
granted in this title to the extent, in the manner, and for such periods 
of time as the President considers necessary. 


“NATIONAL SECURITY REGULATIONS 


“Sec. 1202. The Board shall consider requirements of national 
security as well as safety of flight in air commerce, in exercising its 
powers and carrying out its responsibilities under title VI of this ‘Act. 

1 Note.—In the original act the word “Authority” appeared in lieu of the word ‘‘Board.”” The word 


“Board”’ is used in the United States Code by reason of transfer of functions under Reorganization Plan 
No. IV of 1940. 
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“SECURITY CONTROL OF AIR TRAFFIC 


“Sec. 1203. The Secretary of Commerce is authorized to establish 
such zones or areas in the airspace above the United States, its Terri- 
tories, and possessions (including areas of land or water administered 
by the United States under international agreement) as he may find 
necessary in the interests of national security; and may, after con- 
sultation with the Department of Defense and the Board, by rule, 
regulation, or order within such zones or areas, prohibit or restrict 
flights of aircraft which he cannot effectively identify, locate, and 
control with available facilities: Provided, That the Secretary of 
Commerce shall consult with the Department of State before exercis- 
ing the authority provided in this section with respect to areas of land 
or water administered by the United States under international 
agreement. 

“‘PENALTIES 


“Sec. 1204. In addition to the penalties otherwise provided for by 
this Act, any person who knowingly or willfully violates any pro- 
vision of this title, or any rule, regulation, or order issued thereunder 
shall be deemed guilty of a misdemeanor, and upon conviction thereof, 
shall be subject to a fine of not exceeding $10,000 or to imprisonment 
not exceeding one year, or to both such fine and imprisonment. 


‘“‘PERMINATION OF TITLE 


“Sec. 1205. The provision of this title shall expire on such date as 
may be specified by concurrent resolution of the two Houses of 
Congress.” 

O 
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85TH Concress | HOUSE OF REPRESENTATIVES § REPORT 
2d Session \ 1 No. 1996 


AUTHORIZING ADDITIONAL EXPENSES FOR THE COM- 
MITTEE ON VETERANS’ AFFAIRS 


JuNE 25, 1958.—Ordered to be printed 


Mr. Friepe., from the Committee on House Administration, sub- 


mitted the following 


REPORT 
To accompany H. Res. 572] 


The Committee on House Administration, to whom was referred 
House Resolution ibd oe hay ing consid red the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 
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85TH CONGRESS ] HOUSE OF REPRESENTATIVES 5 REPORT 
2d Session \ No. 1997 


AUTHORIZING FURTHER FUNDS FOR THE OPERATION 
OF THE COMMITTEE ON UN-AMERICAN ACTIVITIES 
DURING THE CALENDAR YEAR 1958 


JUN 25, 1958.-Ordered to be printed 


Mr. Frrepe., from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 599] 


The Committee on House Administration, to whom was referred 
House Resolution 599, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

The amendment is as follows: 

Line 5, strike out $25,000” and insert ‘$22.000”’. 


o™ 
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8oTH ConGress | HOUSE OF REPRESENTATIVES jf REPORT 
2d Ne SS70N j | No. 1998 


AUTHORIZING AMOUNTS FOR THE FURTHER EXPENSES 
OF THE STUDY AND INVESTIGATION UNDER AUTHOR- 
ITY OF HOUSE RESOLUTION 56, 85TH CONGRESS 


JuNké 25, 1958.—Ordered to be printed 
Mr. Frirpe., from the Committee on House Administration, sub- 
mitted the following 
, mn 
REPORT 


|'To accompany H. Res. 601] 


The Committee on House Administration, to whom was referred 


House Resolution 601, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass 
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No. 199 


AUTHORIZING THE EMPLOYMENT OF ADDITIONAL PER- ~ 
SONNEL, OFFICE OF THE CLERK OF THE HOUSE 


JuNE 25, 1958.—Ordered to be printed 


Mir. Friepe., from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 567] 


The Committee on House Administration, to whom was referred 
House Resolution 567, having considered the same, report favorably 
thereon with amendments and recommend that the resolution, as 
amended, do pass. 

The amendments are as follows: 

1. Line 1, strike out ‘May 1,” and insert “June 1”’ 

2. Line 6, strike out ‘‘$2,400’’ and insert ‘‘$2,000’’. 

3. Line 7, strike out “$2,400” and insert $2,100’’. 

Line 9, strike out ‘$1,800” and insert ‘$1,695”’’. 

5. Line 10, strike out “each per annum.” and insert ‘and $1,580 

each, respectively, per annum.”’. 


O 
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85TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 


9d Session 


No. 2000 


ESTABLISHING A POSITION OF A STOCK AND INVEN- 
TORY CLERK IN THE STATIONERY ROOM, OFFICE 
OF THE CLERK 


June 25, 1958.—Ordered to be printed 


Mr. Frrepret, from the Committee on House Administration, sub- 
mitted the following 


REPORT 
{To accompany H. Res. 428] 


The Committee on House Administration, to whom was referred 
House Resolution 428, having considered the same, report favorably 


thereon with amendments and recommend that the resolution as 
amended do pass. 


The amendments are as follows: 
1. Line 1, strike out ‘February 1” and insert “July 1’. 
2. Line 5, strike out ‘‘$4,000”’ and insert ‘‘$3,000’’. 
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85TH CONGRESS HOUSE OF REPRESENTATIVES REPorRT 
2d Session No. 2001 


ACCEPTING THE STATUE OF CHARLES MARION RUSSELL, 
PRESENTED BY THE STATE OF MONTANA, TO BE 
PLACED IN STATUARY HALL 


JuNE 25, 1958.—Ordered to be printed 


Mr. Jones of Missouri, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany 8. Con. Res. 80] 


The Committee on House Administration, to whom was referred 
Senate Concurrent Resolution 80, having considered the same, report 


favorably thereon without amendment and 


recommend that the 
concurrent resolution do pass. 


O 
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85TH Concress | HOUSE OF REPRESENTATIVES REPORT 
No. 2002 


2d Session j 


PLACING TEMPORARILY IN THE ROTUNDA OF THE 
CAPITOL A STATUE OF CHARLES MARION RUSSELL, 
AND TO HOLD CEREMONIES ON SAID OCCASION 


JUNE 25, 1958.—Ordered to be printed 


Mr. Jones of Missouri, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 81] 


The Committee on House Administration, to whom was referred 
concurrent resolution (S. Con. Res. 81) having considered the same, 
report favorably thereon without amendment and recommend that 
the concurrent resolution do pass. 


O 
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UTILIZATION OF COMMERCIAL MARINE TERMINAL 
FACILITIES BY THE UNITED STATES 


JUNE 25, 1958.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Miter of California, from the Committee on Merchant Marine 
and Fisheries, submitted the following 


INTERIM REPORT 


[Pursuant to sec. 136 of the Legislative Reorganization Act of 1946, Public Law 
601, 79th Cong.] ! 


In accordance with section 136 of the Legislative Reorganization 
Act of 1946, your Committee on Merchant Marine and Fisheries 
submits the following interim report based upon consideration of 
H. R. 2229, a bill to amend the Merchant Marine Act of 1936, to 
provide for utilization of commercial marine terminal facilities by the 
United States. 

During World War II there was a tremendous buildup of Govern- 
ment-owned port facilities in the United States. Following the war 
the Department of Defense continued to operate the military ter- 
minals for the handling of the many varieties of Government cargoes 
being shipped overseas in support of foreign bases and our occupation 
orces. 

Subsequent to the Korean war, when the shipment of military 
cargoes was leveling off, commercial facilities were experiencing 
serious loss of business in certain areas as the result of competition 
from Government terminal operations, and complaints to that effect 
were made to the Hoover Commission Task Force on Transportation. 
The problem affected all port areas but was particularly important 
on the Pacific coast because of the changes in import and export 
traffic resulting from loss of the prewar China trade. Military cargo 
in support of American military forces overseas is a considerably 
larger proportion of the total tonnage moving to and from the west 
"1 8Ec, 136, To assist the Congress in appraising the administration of the laws and in developing such 
amendments or related legislation as it may deem necessary, each standing committee of the Senate and the 
House of Representatives shall exercise continuous watchfulness of the execution by the administrative 


agencies concerned of any laws, the subject matter of which is within the jurisdiction of such committee; 


and, for that purpose, shall study all pertinent reports and data submitted to the Congress by the agencies 
in the executive branch of the Government. 
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coast than was true before the war. For example, the military cargo 
on the Pacific coast is equivalent to 17 percent of the total export 
general cargo. In California it is equivalent to 30 percent, and in 
the San Francisco Bay area it is equivalent to 70 percent. The 
marine terminal business throughout the United States is generally in 
a depressed financial condition, and many facilities are not “paying 
their way.”’ In 1956 the Pacific coast commercial terminals were 
employed at less than 50 percent capacity, and they are now operating 
at only 40 percent capacity or less. 

As a result of its study, the Hoover Commission recommended that 
the Secretary of Defense authorize and instruct the Assistant Secre- 
tary of Supplies and Logistics in the interest of efficiency, economy, 
and recognition of the need for commercial facilities to— 

(1) Establish and define a “national policy’ to provide for 
the sound maintenance and growth of the Nation’s commercial 
marine facilities to recognize the relationship of Government 
traffic to this aim. 

(2) The Secretary of Defense authorize and instruct the 
Assistant Secretary of Defense, Supply and Logistics, in the inter- 
ests of efficiency, economy and recognition of the need for com- 
mercial facilities to— 

(a) Study the necessity for the existence of each water- 
front marine terminal and supply facility of all of the Armed 
Forces. 

(b) Plan the integration of facilities where practicable. 
There would seem to be little excuse, for example, for the 
Marine Corps supply terminal at Islais Creek, San Francisco, 
not being integrated with the Navy’s terminal at Oakland. 
In addition, it appears probable that a full peacetime integra- 
tion of the Army’s port of embarkation with the Navy supply 
depot at Oakland can be achieved. 

) Arrange at ports, served both by commercial and mili- 
tary terminal facilities, such practicable distribution of 
suitable traffic as will insure greater recognition of the 
Government’s obligation to make reasonable use of the 
public and private facilities in peacetime, so that their 
physical facilities and trained personnel may be available in 
the event of emergency. 

(3) Foreign-aid goods, for all but strictly security cargo, be 
routed through commercial terminals when available. 

Notwithstanding the recommendations of the Hoover Commission 
group and the adoption of directives within the Department of 
Defense, complaints have continued to be received that the military 
are favoring shipment over Government facilities to the serious detri- 
ment of commercial terminal facilities. 

H. R. 2229 was designed to require that all Government agencies 
should take such steps as might be necessary and practicable to assure 
that equipment, materials, or commodities which are unclassified for 
security purposes shall be transshipped by the use of publicly or pri- 
vately owned commercial marine terminal facilities and to the extent 
that such marine terminal facilities are available at fair and reasonable 
rates, in such manner as will insure a fair and reasonable participation 
of such commercial marine terminal facilities in the transshipment of 
such cargoes by geographic areas. 
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Hearings were held on this bill by your committee, and testimony 
was heard from Maj. Gen. Paul F. Yount, Chief of Transportation, 
Department of the Army; D. W. Frost, executive director of the port 
of Oakland, Calif.; D. D. Dullum, president, Encinal Terminals, 
Alameda, Calif.; A. L. King, director, Marine Terminals, Port of 
New York Authority; B. J. Caughlin, president, California Associa- 
tion of Port Authorities; Col. Richard Marr, executive director 
North Carolina Port Authority, representing the South Atlantic 
Ports Association; Elmo Ferrari, director, port of Stockton, Calif.; 
Jeff Kibre, Washington representative, International Longshoremen 
and Warehousemen’s Union; and P. M. Shoemaker, president of the 
Lackawanna Railroad and formerly Chairman of the Transportation 
Subcommittee of the Hoover Commission. 

The Departments of Defense, Commerce, and State, and the 
General Services Administration reported in opposition to the par- 
ticular legislation to the effect that its terms were rigid and inflexible, 
and would be extremely difficult of administration. 

General Yount testified in justification for the necessity of con- 
tinuing to maintain and operate military terminals in support of maxi- 
mum logistical efficiency. He also contended that the Government 
operation of military terminals was less expensive and was necessary 
to avoid the effect of work stoppages which would impair security by 
impeding the flow of essential cargoes. On the other hand, all 
witnesses representing public. or private commercial terminal opera- 
tions insisted that greater use of commercial facilities could readily 
be made without impairing military readiness, and that the record 
clearly showed there had been no work stoppage resulting from a 
labor-management dispute since 1948. With respect to relative 
costs of commercial facilities as compared with the military, an accu- 
rate accounting of actual costs of the operation of military‘ terminals 
including such items as military pay, depreciation of equipment and 
facilities, capital investment and interest thereon, and a pro rata 
portion of administrative charges, indicates that commercial costs 
are in fact less than military costs. 

In view of the hearings, your committee feels that the objections 
by the Government departments to H. R. 2229 in its original form, 
because it is too inflexible for reasonable compliance by the military 
are justified. 

The military should be permitted latitude and freedom in selecting 
ports for transshipment of its cargo. It should not be confined or 
restricted in its operations within a narrow interpretation of “port 
area.”’ 

On the other hand, your committee is by no means convinced that 
the Department of Defense is making a sincere effort to meet the 
recommendations of the Hoover Commission group, or to comply 
with its own directives calling for the use of commercial facilities 
except when private enterprise cannot perform the service or where 
Government operation is a necessity in the execution of a military 
mission. It is not clear that the military has utilized or is utilizing 
the commercial facilities to a fair and reasonable extent in the handling 
of nonsecurity military cargo. 
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Therefore, your committee recommends to the Secretary of Defense 
that the Government’s practices and procedures be reviewed and 
modified with the objective of shipping all cargo possible through 
commercial terminal facilities. It is the intention of your committee 
to hold the subject open until such time as satisfactory results of the 
above recommendations are indicated and it appears that the Govern- 
ment is utilizing commercial terminals to the maximum practical 
extent. 


O 
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AUTHORIZING THE FURNISHING OF HEADSTONES OR MARKERS 

IN MEMORY OF MEMBERS OF THE ARMED FORCES DYING IN 

THE SERVICE, WHOSE REMAINS HAVE NOT BEEN RECOVERED 
OR IDENTIFIED OR WERE BURIED AT SEA 


JunE 25, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


{To accompany H. R. 4381] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 4381) to authorize the Secretary of the Army to furnish 
memorial markers commemorating certain deceased members of the 
Armed Forces, and for other purposes, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 

ry . ra 

Che amendment is as follows: 

Strike all after the enacting clause and insert the following: 

That the Act of July 1, 1948 (62 Stat. 1215; 24 U. S. C. 279a) is amended: 

(1) By adding the following sentence after the first sentence of section 1 thereof: 
“The Secretary of the Army is authorized and directed to furnish, when requested, 
an appronriate memorial headstone or marker to commemorate any member of 
the armed forces of the United States dying in the service, whose remains have 
not been recovered or identified or were buried at sea, for placement by the arpli- 
cant in a national cemetery or in any private or local cemetery.”’ 

(2) By amending section 2 thereof to read as follows: 

“The Secretary of the Army is authorized to prescribe such rules and regulations 
with respect to the submission of applications for all Government headstones and 
markers and other pertinent matters as may be necessary to carry out the pro- 
visions of this Act.’’ 

Amend the title to read as follows: 


A bill to amend the Act of July 1, 1948 (62 Stat. 1215) to authorize the furnish- 
ing of headstones or markers in memory of members of the armed forces dying in 
the service, whose remains have not been recovered or identified or were buried 
at sea. 
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2 MEMORIAL MARKERS 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Army, 
upon application therefor, to furnish an appropriate Government head- 
stone or marker for erection in any public or private cemetery to com- 
memorate certain deceased members of the Armed Forces. 


EXPLANATION OF THE BILL 


Following World War I and World War II, precedents were estab- 
lished for memorializing members of the Armed Forces of the United 
States who died while serving in such forces, and whose remains were 
not recovered or identified, or were buried at sea, by the inscription of 
the names and pertinent data of those so memorialized on the wall 
of a chapel or other appropriate memorial erected by the American 
Battle Monuments Commission or by the Department of the Army. 
Authority for memorialization of deceased participants in World War I 
is contained in the act of March 4, 1923 (42 Stat. 1509) as amended 
(36 U.S. C. 121 et seq.). The act of July 1, 1948 (62 Stat. 1215; 
24 U.S. C. 279a—c) authorizes similar memorialization for all persons 
who died vihibe serving in the Armed Forces in an overseas theater of 
operations on or after September 3, 1939, and whose bodies have not 
been recovered or identified or have been buried at sea. 

Until the end of World War II, most nonrecoverable cases occurred 
in combat areas in time of war and the overseas cemeteries provided a 
suitable place for memorialization of these nonrecoverables. The 
National Memorial Cemetery of the Pacific offers a suitable place in 
which to memorialize the missing of the Korean conflict. 

Until the passage of the act of August 27, 1954 (68 Stat. 880; 24 
U.S.C. 279d) as amended by the act of July 3, 1956 (Public Law 651, 
84th Cong.; 70 Stat. 489) there was no legislative authority to memo- 
rialize those whose remains were not recoverable except those who 
died overseas during time of war. This statute authorized setting 
aside, when available, suitable plots in national cemeteries to honor 
the memory of members of the Armed Forces missing in action or 
who died or were killed while serving in such forces and whose re- 
mains have not or identified or have been buried at sea or have 
been determined to be nonrecoverable, and permits the erection, at 
private expense, of appropriate markers in these plots in the national 
cemeteries in honor of any such member or group of members. The 
statute does not authorize the expenditure of appropriated funds for 
the procurement and erection of the markers. Since the end of 
World War II, the remains of approximately 1,400 decedents who 
died on active duty outside combat areas have been nonrecoverable. 

However, the committee believes that the Federal Government 
should furnish a headstone or marker, free of charge, to the families of 
lost servicemen who wish to commemorate their loved ones by placing 
a memorial headstone or marker over an empty grave. It is believed 
that if solace can be found by the families of these servicemen by 
having such a marker the Federal Government should meet the ex- 
pense of these headstones. 
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COMMITTEE AMENDMENT 


i The committee struck all after the enacting clause and inserted new 
; language at the suggestion of the Department of the Army. The 
amendment does not “substantially change the purpose of the bill, but 
it does make it sufficiently broad to cover all members of the Armed 
Forces of the United States who die at any time while serving; it 
eliminates reference to next of kin so that the military departments 


- will not have the costly administrative burden of determining that an 

d applicant, in fact, is the next of kin; it permits the furnishing of 

e memorial markers or plaques for erection in national cemeteries as well 

f as other public or private cemeteries; and it also authorizes the 

il Secretary of the Army to prescribe appropriate rules and regulations 

n for administration of the law. 

: COST AND BUDGET DATA 

( 

); The Department of the Army estimates there will be an original 

s cost to the Government of approximately $1 million, and thereafter 

rf there will be a small annual cost as servicemen lose their lives and 

t their remains are not recoverable. 

d DEPARTMENT RECOMMENDATIONS 

. The Department of the Army interposes no objection to the enact- 

n ment of the bill. The Bureau of the Budget opposes enactment 
because it is believed that adequate memorialization is now provided 

4 for members of the Armed Forces who die in combat zones and whose 

L, st So are not recovered. 

fe There follows the report on the bill by the Department of the Army: 

0 


DEPARTMENT OF THE ARMY, 


1g Washington, August 18, 1957. 

or Hon. Cart VINson, 

or Chairman, Committee on Armed Services, 

B= House of Representatives. 

i Dear Mr. Cuairman: Reference is made to your request to the 
‘ Secretary of Defense for the views of the Department of Defense with 
” respect to H. R. 4381, 85th Congress, a bill to authorize the Secretary 
of the Army to furnish memorial markers commemorating certain 


f deceased members of the Armed Forces, and for other purposes. The 
“1 Secretary of Defense has delegated to the Department of the Army 


” the responsibility for expressing the views of the Department of 
* Defense thereon. 
2 


f The Department of the Army on behalf of the Department of 
" Defense has considered the above-mentioned bill and interposes no 


yr . . . . ™ . . . 
5 objection to its enactment if the Congress deems it in the publie 
” interest. 

"y The purpose of the bill is to authorize the Secretary of the Army, 
X- 


upon application therefor, to furnish an appropriate Government 
headstone or marker for erection in any private or public cemetery 
(other than a national cemetery or other cemetery operated by an 
agency of the Federal Government) to commemorate certain de- 
ceased members of the Armed Forces. 
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Following World War I and World War II, precedents were estab- 
lished for memorializing members of the Armed Forces of the United 
States who died while serving in such forces, and whose remains were 
not recovered or identified, or were buried at sea, by the inscription 
of the names and pertinent data of those so memorialized on the wall 
of a chapel or other appropriate memorial erected by the American 
Battle Monuments Commission or by the Department of the Army. 
Authority for memorialization of deceased participants in World 
War I is contained in the act of March 4, 1923 (42 Stat. 1509) as 
amended (36 U.S. C. 121 et seq.). The act of July 1, 1948 (62 Stat. 
1215; 24 U.S. C. 279a-c) authorizes similar memorialization for all 
persons who died while serving in the Armed Forces in an overseas 
theater of operations on or after September 3, 1939, and whose bodies 
have not been recovered or identified or have been buried at sea. 

Until the end of World War II, most nonrecoverable cases occurred 
in combat areas in time of war and the overseas cemeteries provided a 
suitable place for memorialization of these nonrecoverables. The 
National Memorial Cemetery of the Pacific offers a suitable place in 
which to memorialize the missing of the Korean conflict. 

Until the passage of the act of August 27, 1954 (68 Stat. 880; 24 
U.S.C. 279d) as amended by the act of July 3, 1956 (Public Law 651 
84th Cong.; 70 Stat. 489) there was no legislative authority to memo- 
rialize those whose remains were not recoverable except those who 
died overseas during time of war. This statute’ authorized setting 
aside, when available, suitable plots in national cemeteries to honor 
the memory of members of the Armed Forces missing in action or who 
died or were killed while serving in such forces and whose remains 
have not been identified or have been buried at sea or have been deter- 
mined to be nonrecoverable, and permits the erection, at private 
expense, of appropriate markers in these plots in the national ceme- 
teries in honor of any such member or group of members. The 
statute does not authorize the expenditure of appropriated funds for 
the procurement and erection of the markers. Since the end of 
World War II, the remains of approximately 1,400 decedents who 
died on active duty outside combat areas have been nonrecoverable. 

However, if the Congress deems it in the public interest to enact 
legislation authorizing the Government to furnish memorial head- 
stones or markers commemorating deceased members of the Armed 
Forces, this Department suggests that any such statute should: 

(a) be sufficiently broad to cover all members of the Armed Forces 
of the United States who die at any time while serving in such forces; 

(6) not contain reference to “next of kin” so as to eliminate the 
costly administrative burden of determining that the applicant is, in 
fact, the next of kin; 

(ec) permit the furnishing of memorial markers or plaques for 
erection in national cemeteries as well as other public and private 
cemeteries; 

(d) authorize the Secretary of the Army to prescribe appropriate 
rules and regulations for administration of the law; 

(c) impose no time limitation on the submission of applications so 
as to be consistent with the policy mentioned in (a) above, and with 
the act of August 27, 1954, as amended. 

There is attached suggested wording for legislation which will 
accomplish this result. 
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It is estimated that the enactment of this bill, incorporating the 
suggested amendments, would result in an additional cost to the 
Government of approximately $1 million to provide requested Govern- 
ment headstones or markers. Since this item has not been budgeted 
for the fiscal year 1958, additional funds will be required. Where the 
remains of deceased members of the Armed Forces are recovered, the 
Government pays the expenses of recovery, identification, preparation 
of the remaias, casketing, shipment of the remains, providing a 
military escort to the place of final interment, interment, and furnish- 
ing a headstone or marker for the grave. The act of July 25, 1956 
(Pub. Law 801, 84th Cong.; 70 Stat. 652) is not applicable to this 
report. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that, while there is no objec- 
tion to the presentation of this report, it is opposed to enactment of 
the bill. The position of the Bureau of the Budget is based on the 
fact that, as pointed out in the report, adequate memorialization is 
now provided for members of the Armed Forces who die in combat 
zones and whose remains are not recovered. The Bureau sees no 
objection to legislation providing Government headstones for that 
group for which adequate memorialization is not now provided, 
namely, members of the Armed Forces who have died outside a 
combat zone since World War II and whose remains have not been 
recovered. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the rules of the House of 
Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 
repealed by this legislation: 

EXISTING LAW 


THE BILL 


(62 Stat. 1215; 24 U.S. C. 279a) 


That the Secretary of the Army is 
authorized and directed to furnish 


appropriate Government head- 
stones or markers for the unmarked 
graves of soldiers of the Union and 
Confederate Armies of the Civil 
War, and for the unmarked graves 
of all members of the armed forces 
of the United States dying in the 
service, or former members whose 
last service terminated honorably; 
and for all unmarked graves in 
post and national cemeteries. The 
Secretary of the Army, the Secre- 


That the Act of July 1, 1948 (62 
Stat. 1215; 24 U.S. C. 279a) 
is amended: 

(1) By adding the following 
sentence after the first sentence 
of section 1 thereof: 

“The Secretary of the Army is 

authorized and directed to furnish, 

when requested, an appropriate 
memorial headstone or marker to 
commemorate any member of the 
armed forces of the United States 
dying in the service, whose re- 
mains have not been recovered or 








EXISTING LAW 


tary of the Navy, and the Secre- 
tary of the Air Force are author- 
ized and directed to compile a list 
of the names of all members of the 
armed forces of the United States 
who died while serving in such 
forces in the overseas theaters of 
operations on or after September 
3, 1939, and whose bodies have not 
been recovered or identified or 
have been buried at sea. Upon 
the compilation of such list of 
names and other appropriate data, 
the American Battle Monuments 
Commission and the Secretary of 
the: Army are authorized and 
directed to provide for the inscrib- 
ing of each such name and perti- 
nent data with respect to the in- 
dividual on the wall of a chapel or 
other appropriate memorial erected 


by the American Battle Monu- 
ments Commission or by the De- 
partment of the Army. In deter- 


mining the particular chapel or 
other memorial on the wall of 
which any particular name shall 
be inscribed, the Commission and 
the Secretary shall follow the 
general rule of having the name 
inscribed upon the wall of that 
chapel or other memorial which is 
appropriate in view of the circum- 
stances under which the deceased 
died in the service of his country. 

SEC. The Secretary of the 
Army is authorized and directed 
to make rules and regulations con- 
cerning the type, design, weight, 
and size of headstones erected in all 
cemeteries under his control and 
jurisdiction, and of all headstones 
or markers furnished pursuant to 
the provisions of this Act. 
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THE BILL 


identified or were buried at sea, 
for placement by the applicant in 
a national cemetery or in any pri- 
vate or local cemetery.” 

(2) By amending section 2 
thereof to read as follows: 

“The Secretary of the Army is 
authorized to prescribe such rules 


and regulations with respect to 
the submission of applications for 
all Government headstones and 


markers and other pertinent mat- 
ters as may be necessary to carry 
out the provisions of this Act.”’ 


O 
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85TH CONGRESS ] HOUSE OF REPRESENTATIVES REPortT 
2d Nession j No. 2006 


CONSIDERATION OF H. R. 11630 


JuNE 25, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. BotuinG, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 607] 


The Committee on Rules, having had under consideration House 
Resolution 607, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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85TH Concress | HOUSE OF REPRESENTATIVES { REPORT 
2d Session j 1 No. 2007 


CONSIDERATION OF H. R. 12832 


JunxE 25, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. O’Nertt, from the Committee on Rules, submitted the following 
>» y mn 
REPORT 
[To accompany H. Res. 608] 
The Committee on Rules, having had under consideration House 


Resolution 608, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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85TH CONGRESS HOUSE OF REPRESENTATIVES REPoRT 
2d Session No. 2008 


CONSIDERATION OF H. R. 12954 


June 25, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Detaney, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 609] 


The Committee on Rules, having had under consideration House 
Resolution 609, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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85TH ConGREss HOUSE OF REPRESENTATIVES Report 
2d Session No. 2009 


AUTHORIZING THE TRANSFER OF NAVAL VESSELS TO 
FRIENDLY FOREIGN COUNTRIES 


June 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Rivers, from the Committee on Armed Servigeg, aypmitted the 
following OF MICHIGAN 


REPORT 


[To accompany 8. 3506] MAIN 
READING 


The Committee on Armed Services, to whom was referred the bill 
(S. 3506) to authorize the transfer of naval vessels to friendly foreign 
countries, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill, would authorize the President to loan to various foreign 
countries not more than 43 ships from the reserve ‘fleet. ‘The ships 
involved are destroyers, destroyer escorts, and submarines. The 
bill also would extend for 2 years an existing loan of a small aircraft 
carrier to France, 


SUMMARY 


The Department of Defense desires authority to lend not more 
than 43 ships to friendly foreign nations. Proposed recipients and 
the number of ships involved are these: 

1. North Atlantic Treaty Organization and European area 
(the Federal Republic of Germany, Greece, Italy, Norway, 
Spain, and Turkey) not to exceed 19 ships; 

2. Latin American area (Argentina, Brazil, Chile, Colombia, 
Cuba, Ecuador, Peru, and Uruguay) not to exceed 18 ships. 

3. Far Eastern area (Japan, Taiwan, and Thailand) not to 
exceed four ships; 

4. A pool of not to exceed two ships to be loaned to friendly 
foreign nations in an emergency. 

In addition to the new loans summarized above, the Department 
desires to extend for 2 years an existing loan of the aircraft carrier 
Belleau Wood to the Government of France. 
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The original loan to France of the small aircraft carrier Belleau 
Wood was authorized by the act of August 5, 1953 (67. Stat. 363). 
The act of July 26, 1955 (69 Stat. 373), extended this loan for an 
additional period until June 30, 1958, at which time it will expire 
unless renewed. The French Government is presently constructing 
a new carrier Clemenceau and has requested an extension of the loan 
of the Belleaw Wood until June 30, 1960, at which time the Clemenceau 
will replace the Belleau Wood in the French fleet. 


HOUSE ACTION IN 1957 


On May 20, 1957, the House passed H. R. 6952, a bill very similar in 
its provisions to the instant measure. The House bill last year 
authorized the loan of 49 ships while this year’s bill, S. 3506 authorizes 
the loan of only 43 ships. None of the foregoing figures includes the 
extension of the loan of the aircraft carrier to France. 

Senate action on this bill was to strike all of the authority for the 
transferring of ships to friendly foreign nations with only two excep- 
tions. -The only transfer authority remaining in last year’s legislation 
was the authority to sell not to exceed 3 destroyers and 1 submarine to 
Venezuela and the authority to extend the loan of 2 vessels to the 
Netherlands. Last year’s law is set out below: 


Public Law 85-220 
85th Congress, H. R. 6952 
August 29, 1957 
AN ACT 


To authorize the transfer of naval vessels to friendly foreign countries 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That, not- 
withstanding section 7307 of title 10, United States Code, or 
any other law, the President may sell not to exceed three 
destroyers and one submarine to the Government of Venezu- 
ela, from the reserve fleet, and may extend the loan of two 
submarines to the Government of the Netherlands, on such 
terms and under such conditions as he deems appropriate. 
The President may promulgate such rules and regulations as 
he deems necessary to carry out the provisions of this Act. 

Sec. 2. The loan authorized under this Act is in renewal 
of the loan made under the authority granted by the Act of 
July 11, 1952 (66 Stat. 587) and shall be for a period not to 
exceed five years. Such loan shall be made on the condition 
that it may be terminated at an earlier date if necessitated 
by the defense requirements of the United States. 

Sec. 3. All expenses involved in the activation, rehabilita- 
tion, and outfitting, including repairs, alterations, and 
logistic support, of vessels transferred under this Act shall 
be charged to funds programed for the recipient government 
under the Mutual Security Act of 1954, as amended, or to 
funds provided by the recipient government under the reim- 
bursable provisions of that Act. 
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Sec. 4. No vessel may be made available under this Act 
unless the Secretary of Defense, after consultation with the 
Joint Chiefs of Staff, determines that its transfer is in the 
best interests of the United States. The Secretary of 
Defense shall keep the Congress currently advised of all 
transfers under this Act. 

Sec. 5. The authority of the President to transfer naval 
vessels under this Act terminates on December 31, 1959. 

Approved August 29, 1957. 


New countries 


The only recipient countries not carried in last year’s bill as it passed 
the House, but named in S. 3506, are Ecuador, and Japan. As stated 
above, the bill otherwise is virtually identical to last year’s House- 
passed measure. 

MUTUAL ADVANTAGES 


Internal and external security 


The committee was informed that the ships proposed for loan under 
this bill will be used by the recipient countries to discharge naval 
responsibilities assumed by them in their areas. These ships will 
assist the recipient countries in maintaining their own internal secu- 
rity, in protecting their coasts and coastal lines of communication, 
and in protecting sea lines of communication. 


Antisubmarine capability 


The Department of Defense regards as important the achievement 
of a strong antisubmarine capability in the areas where these ships 
would be loaned. Any contribution by the recipient countries to 
offsetting a prospective submarine threat would enhance the total 
defense capability of the free world. To the extent that recipient 
countries develop an antisubmarine capability, United States naval 
forces will be freed from certain antisubmarine tasks, 


Readiness and maintenance 


Although the United States Navy reserve fleet is a source of great 
potential naval strength, this potentiality would be increased if all 
the ships could be adequately manned, operated, and maintained in 
an active status. The cost of such operation by the United States is 
prohibitive in peacetime. Operation and maintenance of the vessels 


by allies can assist in keeping the equipment ready for use and in good 
condition. 


Deployment 


Obviously, it is important to have naval forces properly positioned 
to counter an enemy threat. If the allies to whom the ships are to 
be loaned have the vessels functioning at the outbreak of any hostili- 
ties, time will be saved in the positioning of ships in the geographical 
areas where they are to be used. 


Dispersion of our reserve fleet 


The United States Navy reserve fleet has been dispersed as widely 
as available berthing space and reasonable access to repair and over- 
haul facilities for periodic rehabilitation would permit. The loan of 
the ships that are the subject of this bill would tend to reduce un- 
desirable concentration of reserve vessels, 
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Extension of United States influence 


The recipients of other loans of United States ships have tended to 
adopt United States Navy doctrines and standards of operation and 
maintenance. This result has come about under the personnel train- 
ing program carried out before and after transfer of the ships. During 
such training, naval personnel of foreign nations have the opportunity 
to observe United States N avy organizations in action and to observe 
America and Americans during their periods of leave and liberty. The 
officers and men who receive this training will provide the leadership 
for their navies in the years to come. 


RECIPIENT NATIONS 
Requests received 


Since World War ITI, the United States has received many requests 
for ships from foreign countries, These requests have been ‘evaluated 
in terms of needs of the requesting countries, mobilization require- 
ments of the United States, worldwide demands on our resources, and 
the availability of mutual defense assistance funds. 

Ships proposed for loan under this bill will satisfy some of the more 
urgent requests that have been considered. The ships that are 
proposed for transfer under the bill are part of our mobilization base 
but they will be in the possession of allies and not lost to the United 
States. 


Ability of countries to use 


The ability of the countries concerned to operate these vessels 
properly has been checked by the country teams composed of the 
United States Ambassador, the chief of the military assistance advisory 
group, and the United States operations mission in each country 
involved. 

AGREEMENTS WITH FOREIGN COUNTRIES 


It is proposed that, upon enactment of the bill into law, a formal 
agreement will be concluded by the State Department with the 
recipient foreign government. It will be for a term of 5 years with a 
renewable clause and will stipulate that the ships be used in accordance 
with the conditions of the mutual defense assistance agreement. The 
recipient government will have use of all equipment and spare parts 
on board the ships at the time of the delivery, but title remains in 
the United States even though the ships may be placed under the 
recipient government’s flag. Possession of the ships will not be re- 
linquished without consent of the United States, and no claims rising 
as a result of transfer and operation of the ships may be assessed 
against the United States. ‘The United States may repossess these 
ships at any time if nec essitated by its own emergency defense require- 
ments. At the expiration of the loan, the ships will be returned in the 
same condition as when loaned, except for fair wear and tear, but if a 
ship is damaged or lost through’ enemy action, the recipient country is 
exempt from liability for such damage or loss. 


FORM OF TYPICAL AGREEMENT 


1. The Government of the United States agrees to lend 
to (foreign government), for the periods set out below, the 
two vessels identified in the annex to this note. 
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2. The (foreign government) will retain possession of and 
use these vessels for (e. g.) antisubmarine warfare training 
and in accordance with the conditions contained in this note 
and the mutual defense assistance agreement between our 
two governments signed on (date). 

3. The period of the loan for each submarine shall be 5 
years from the date of its delivery to (the foreign govern- 
ment). The Government of the United States may, how- 
ever, request the return of the vessels at an earlier date if 
such action is necessitated by its own defense requirements. 
In this event (the foreign government) will promptly return 
the vessels to the United States. 

4. Each vessel, together with its available on-board spares 
and allowances, including consumable stores and fuel, will 
be delivered to (the foreign government) at such place and 
time as may be mutually agreed upon. Each delivery shall 
be evidenced by a delivery certificate. (The foreign govern- 
ment) shall have the use of all outfitting equipment, 
appliances, fuel, consumable stores and spares and replace- 
ment parts on board the submarine at the time of their 
delivery. 

5. (The foreign government) may place the vessels under 
its flag. Title to the vessel shall remain in the Government 
of the United States. 

6. (The foreign government renounces all claims against 
the Government of the United States and will save the 
Government of the United States harmless from any claims 
asserted by third parties arising from the transfer, use, or 
operation of the vessels. 

7. Upon the expiration of the period for which it was 
loaned, each vessel shall be returned to the United States at 
a place and time to be specified by the Government of the 
United States in substantially the same condition, fair wear 
and tear excepted, as when transferred. However, the loss 
of the vessles arising out of enemy action sustained while in 
use under the conditions set forth in numbered paragraph 2 
of this note. If any of the vessels are damaged or lost except 
under the circumstances described in the preceding sentences 
(the foreign government) agrees to pay the Government of 
the United States fair and reasonable compensation. 


PERTINENT LAWS 


Section 7307 of title 10, United States Code, provides as follows: 


Sec. 7307. Restriction oN DisposaL.—(a) Notwith- 
standing any other provision of law, no battleship, aircraft 
carrier, cruiser, destroyer, or submarine of the Navy may be 
sold, transferred, or otherwise disposed of, unless the Chief of 
Naval Operations certifies that it is not essential to the de- 
fense of the United States. 

(b) Without authority from Congress granted after 
March 10, 1951, no battleship, aircraft. carrier, cruiser, 
destroyer, or submarine that has not been stricken from the 
Naval Vessel Register under section 7304 of this title, nor 
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any interest of the United States in such a vessel, may be 
sold, transferred, or otherwise disposed of under any law. 


It is this provision of law that requires the type of legislative 
authority that would be provided under this bill. 


TRANSFER OF SMALL SHIPS 


Ships other than those subject to section 7307 of title 10, when they 
are determined by the Secretary of Defense to be in excess of mobili- 
zation requirements, may be transferred without legislative authority. 
In these circumstances, however, the Chief of Naval Operations must 
certify that the subject of such a disposal is not essential to the 
defense of the United States. 


FISCAL DATA 


The costs of activating the vessels to be loaned will be borne from 
funds granted to the recipient governments under the Mutual Security 
Act of 1954, as amended, or to funds provided by the recipient gov- 
ernments under the reimbursable provisions of that act. 

The cost of activation is about $2.5 million for a destroyer, $1.7 
million for a destroyer escort, and $1.9 million for a submarine. 

The total cost of activating the ships is approximately $93 million. 
Of this amount, it is estimated that at least $41 million will be paid by 
the recipient countries. In addition, modernization costs are esti- 
mated to total $48 million. Of this amount, it is estimated that $10 
million will be paid by the recipient countries with the remainder 
being paid by the United States in the form of grant aid. 


DEPARTMENTAL DATA 


Neither the Department of the Navy, on behalf of the Department 
of Defense, nor the Bureau of the Budget has any objection to the 
enactment into law of this measure as is evidenced by letter dated 
June 25, 1958, from Rear Adm. E. C. Stephan, which is set out below 
and made a part of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orrice or LeaisiAtive LIaAIson, 
Washington, D. C., June 25, 1958. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 

My Dzar Mr. CuarrMan: You request for comments on S. 3506, 
a bill to authorize the transfer of naval vessels to friendly foreign 
countries, has been assigned to this Department by the Secretary of 
Defense for the preparation of a report thereon expressing the views 
of the Department of Defense. 

The bill would authorize the extension of the existing loan of the 
small aircraft carrier, Belleaw Wood, to the Government of France 
until June 30, 1960, and would authorize the loan to friendly foreign 
countries of a total of 43 destroyers, destroyer escorts, and submarines 
from the reserve fleet for a period not to exceed 5 years. Under the 
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provisions of the bill, 19 of the 43 ships would be loaned to NATO 
and European area nations, 18 would be loaned to Latin American 
nations, 4 would be loaned to Far Eastern nations, and 2 would be 
laced in a pool to be loaned in case of an emergency. Each of these 
pete could be terminated at any time if necessitated by our defense 
requirements. 
he loan of these ships would be very advantageous to the United 
States. One of the most important factors in countering an enemy 
threat is the timely positioning of forces, it being essential that forces 
having vital tasks to perform be organized and functioning at the 
outbreak of hostilities. Enactment of this legislation would serve 
this most important purpose by permitting the deployment of these 
ships to critical areas about the world prior to D-day. As we will 
look to our allies to assist us in many areas during any future emer- 
gency, the loan of these ships, in many instances replacing wornout 
ships, will enable the recipient nations to better perform this task. 

These loans would serve the additional purpose of allowing us to 
disperse part of our reserve fleet and thus prevent undue concentra- 
tion of ships in reserve berthing facilities. It has always been true 
that a ship in operation is a greater asset than a ship in the reserve 
fleet. While our reserve fleet comprises a strong potential, that poten- 
tial would be vastly increased if the ships could be adequately manned, 
operated, and maintained in an active status. If we were obliged to 
operate these additional ships ourselves, a considerable increase both 
in personnel and in funds would be required. By allowing our allies 
to operate these ships now, we will have the ships readily available 
in the event of any emergency at a minimum cost to the United States. 

It is estimated that the cost of activating these 43 ships will total 
approximately $93 million. These activation costs will be charged 
either to funds programed for the recipient government under the 
Mutual Security Act of 1954, as amended, or to funds provided by 
the recipient government under the reimbursable provisions of that 
act, on a country by country basis, in accordance with their economic 
capabilities. 

In view of the many advantages that would result to the United 
States from this legislation, the Department of the Navy on behalf 
"4 the Department of Defense strongly supports the enactment_of 

. 3506. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on S. 3506 to the Congress. 

Sincerely yours, 
E. C. SrepHan, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 
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CHANGES 


IN EXISTING 


LAW 


In compliance with clause 3, of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 


EXISTING LAW 
(10 U. S. C. ch. 633—Naval 
Vessels) 
* ok * k Ba 
Sec. 7307. REsTRICTION ON 


DisposaL.—(a) Notwithstanding 
any other provision of law, no 
battleship, aircraft carrier, cruiser, 
destroyer, or submarine of the 
Navy may be sold, transferred, 
or otherwise disposed of, unless 
the Chief of Naval Operations 
certifies that it is not essential to 
the defense of the United States. 

(b) Without authority from 
Congress granted after March 10, 
1951, no battleship, aircraft car- 
rier, cruiser, destroyer, or sub- 
marine that has not been stricken 
from the Naval Vessel Register 
under section 7304 of this title, 
nor any interest of the United 
States in such a vessel, may be 
sold, transferred, or otherwise 
disposed of under any law. 

ok *« * * * 


THE BILL 

That, notwithstanding section 
7307 of title 10, United States 
Code, or any other law, the 
President may extend the loan of 
one aircraft carrier to the Govern- 
ment of France until June 30, 
1960, and may in addition lend or 
otherwise make available to friend- 
ly foreign nations, from the reserve 
fleet, on such terms and under 
such conditions as he deems appro- 
priate, destroyers, destroyer es- 
corts, and submarines, as follows: 
(1) North Atlantic Treaty Organ- 
ization and European Area (the 
Federal Republic of Germany, 
Greece, Italy, Norway, Spain and 
Turkey) not to exceed nineteen 
ships; (2) Latin American area 
(Argentina, Brazil, Chile, Colom- 
bia, Cuba, Ecuador, Peru and 
Uruguay) not to exceed eighteen 
ships; (3) far eastern area (Japan, 
Taiwan, and Thailand) not to 
exceed four ships; and (4) a pool 
of not to exceed two such ships to 
be loaned to friendly nations in an 
emergency. The President may 
promulgate such rules and regu- 
lations as he deems necessary to 
carry out the provisions of this 
Act. 

Sec. 2. Loans under this Act 
shall be for periods not exceeding 
five years. All loans shall be made 
on the condition that they may be 
terminated at an earlier date if 
necessitated by the defense re- 
quirements of the United States. 

Sec. 3. All expenses involved in 
the activation, rehabilitation, and 
outfitting, including repairs, alter- 
ations, and logistic support, of 
vessels transferred under this Act 
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EXISTING LAW THE BILL 


shall be charged to funds pro- 
gramed for the recipient govern- 
ment under the Mutual Security 
Act of 1954, as amended, or to 
funds provided by the recipient 
government under the reimburs- 
able provisions of that Act. In 
the event that a loan is terminated 
by the United States prior to the 
expiration of the loan period, the 
Secretary of Defense may reim- 
burse the recipient government on 
a pro rata basis for funds provided 
by it under the reimbursable pro- 
visions of the Mutual Security 
Act of 1954, as amended, in 
connection with the loan. 

Sec. 4. No vessel may be made 
available under this Act unless 
the Secretary of Defense, after 
consultation with the Joint Chiefs 
of Staff, determines that its trans- 
fer is in the best interests of the 
United States. The Secretary of 
Defense shall keep the Congress 
currently advised of all transfers 
under this Act. 

Sec. 5. The authority of the 
President to transfer naval vessels 
under this Act terminates on 
December 31, 1960. 


O 





85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
9d Session No. 2010 


PROVIDING FOR TRANSFER OF RIGHT-OF-WAY FOR YELLOWTAIL 
DAM AND RESERVOIR, HARDIN UNIT, MISSOURI RIVER BASIN 
PROJECT, AND PAYMENT TO CROW INDIAN TRIBE IN CONNEC- 
TION THEREWITH 


JUNE 26, 1958.—Ordered to be printed 


; ad SITY 
Mr. Haury, from the committee of conference, submitttd the! Bate 
following 


CONFERENCE REPORT 


[To accompany 8. J. Res. 12] READING R 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the joint resolution 
(S. J. Res. 12) to provide for transfer of right-of-way for Yellowtail 
Dam and Reservoir, Hardin unit, Missouri River Basin project, and 
payment to Crow Indian Tribe in connection therewith, and for 
other purposes, having met, after full and free conference, have 
agreed to recommend and do recommend to their respective Houses 
as follows: 

That the Senate recede from its disagreement to the amendments 
of the House and agree to the same with an amendment as follows: 

Strike out section 1 of the House amendment and insert in lieu 
thereof: That, from funds appropriated to the Department of the Interior, 
Bureau of Reclamation, for the Missouri River Basin project, there shall 
be transferred wn the Treasury of the United States to the credit of the 
Crow Tribe of Indians, Montana, the sum of $2,500,000. Said sum is 
untended to include both just compensation for the transfer to the United 
States as herein provided of all right, title, and interest of the Crow Tribe 
in and to the tribal lands described in section 2 of this resolution, except 
such as is reserved or excluded in said section 2, and a share of the special 
value to the United States of said lands for utilization in connection with 
ats authorized Missouri Rwer Basin project, in addition to other justi- 
fiable considerations. Nothing contained in this joint resolution shall 
be taken as an admission by the United States that it is under any legal 
obligation to pay more than just compensation to said Crow Tribe and, 
an any suit brought as provided in section 8 of this resolution, no amount 
an excess of the sum above stated shall be awarded unless the court finds 
that the whole of said sum is less than just compensation for all of the 
tribal right, title, and interest taken. No attorney fees shall be allowed 
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out. of the amount paid under authority of this section. Neither the wmitial 

Otransfer of such funds to the Tribe, as provided herein, nor any subse- 
quent per capita distribution thereof shall be subject to Federal. income 
tax. 

Strike out section 3 of the House amendment and insert in lieu 
thereof: 

Sze. 3. Unless suit is brought by the Crow Tribe in the United States 
District Court for the District of Montana or the Court of Claims within 
three years after the effective date of this joint resolution to determine 
whether an amount additional to that specified in section 1 hereof is due 
as just compensation, the sum provided by section 1 hereof shall be deemed 
to constitute full, complete, and final settlement of any and all claims by 
the tribe on account of the transfer to the United States as therein pro- 
vided of the tribe’s right, title, and interest in and to the lands referred 
to in section 2 hereof, including claims based on their power site and dam 
site values. In the event a suit to determine just compensation is so 
brought, either of said courts shall have jurisdiction as under section 
1506, title 28, United States Code, and in determining just compensation 
shall take into account the rights reserved to the tribe by subsections (6), 
(c), and (d) of section 2 hereof and shall, if judgment ae the tribe, 
deduct from the amount thereof the sum specified in and paid under 
section 1 of this joint resolution. Review of the judgment shall be in 
the same manner, and subject to the same limitations, as govern in the 
case of other claims cognizable under the aforementioned section 1508. 
Nothing contained in this joint resolution shall be taken as an admission 
on the part of the United States that just compensation is required for 
any particular element of value, including power site and dam site value, 


now or hereafter claimed by the Crow Tribe, but the same shall be deter- 
mined in accordance with the Constitution and laws of the United States. 
And the House agree to the same. 


JAMES A. HA.ey, 
Wayne N. AspINALL, 
Cuiair ENGLE, 

Managers on the Part of the House. 
JAMES E. Murray, 
Curnton P. ANDERSON, 
Grorce W. Matong, 

Managers on the Part of the Senate. 





DEPOSITED BY THE 
UNITED STATES OF AMERICA 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendments of the Senate to 
the joint resolution (S. J. Res. 12) to provide for transfer of right-of- 
way for Yellowtail Dam and Reservoir, Hardin unit, Missouri River 
Basin project, and payment to Crow Indian Tribe in connection 
therewith, and for other purposes, submit the following statement in 
explanation of the effect of the language agreed upon and recom- 
mended in the accompanying conference report: 

Senate Joint Resolution 12, as it came to the House, provided for 
the payment of $5,000,000 to the Crow Tribe of Indians as just com- 
pensation for the transfer of the tribe’s entire interest (except mineral 
rights) in lands required for the Yellowtail Dam and Reservoir of the 
Missouri River Basin project (act of December 22, 1944, sec. 9, 58 
Stat. 887, as amended and supplemented) and in the light of special 
values related thereto for which such compensation is not required 
under the fifth amendment to the Constitution. 

In the House this measure was amended to substitute $2,500,000 as 
the amount to be paid the tribe. The amendment was accomplished 
by substituting the text of House Joint Resolution 2, as amended in 
committee, for the text of Senate Joint Resolution 12. Other changes 
also occurred as a result of this substitution, including the striking of 
the preamble to Senate Joint Resolution 12, the inclusion of a pro- 
vision for distribution of the amount paid the tribe in accordance with 
the act of June 20, 1936 (49 Stat. 1543), the inclusion-of-a recital dis- 
claiming any legal obligation on the part of the United States to pay 
more than just compensation to the Crow Tribe, a prohibition against 
payment of attorney fees from moneys paid under the resolution and 
the correction of minor errors in the land description. 

The conference amendments adopt the House figure of $2,500,000. 
They also provide that, if the tribe believes this to be less than the 
amount to which it is entitled as compensation, it may sue either in 
the Court of Claims or in the United States District Court for the 
District of Montana. The language of House Joint Resolution 2 
disclaiming any legal liability for more than the compensation to 
which the tribe may be entitled under the Constitution is retained 
and provision is made requiring that the $2,500,000 paid under section 
1 be deducted from whatever judgment the tribe is awarded in such 
a suit. This will avoid any possibility of double compensation to 
the tribe. In view of claims made in pending litigation by the tribe, 
the conference amendment specifically adverts.to power site and dam 
site value but provides that this reference shall not be taken as an 
admission by the Government that payment of just compensation 
therefor is required. This is designed to avoid prejudicing any inde- 
pendent judicial determination of this tribal claim that may be called 
for in the premises. The executive branch will be free, if it chooses 
to do so, to maintain the position that, to use the language of the 
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President (S. Doc. No. 128, 84th Cong.) “General principles of con- 
stitutional law exclude power site values in determining ‘just com- 
pensation’ * * *.” 

The conference amendments conform to the House version of the 
bill in omitting the preamble and in the land description. They 
conform to the Senate version in omitting the provision for distribu- 
tion of funds in accordance with the act of June 20, 1936. They 
adopt the House provision with respect to attorney fees in slightly 
modified form. 

JAMES A. HALEY, 
Wayne N. ASPINALL, 
Criarr ENGL3E, 

Managers on the Part of the House. 


O 
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ALLOWANCES AND BENEFITS TO UNITED STATES CITI- 
ZENS ASSIGNED TO VETERANS’ ADMINISTRATION 
OFFICE FN THE REPUBLIC OF THE PHILIPPINES 


JUNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. TeaGcue of Texas, from the Committee on Veter iis? A. irs, 
submitted the following OF MICHIGA! 


REPORT 


(To accompany H. R. 65} READING ROOM 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 65) to provide certain allowances and benefits to personnel of 
the Veterans’ Administration who are United States citizens and are 
assigned to the Veterans’ Administration office in the Republic of the 
Philippines, having considered the same, report favorably thereon 
with an amendment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 


Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That part C of title IIT of the Veterans’ Benefits Act of 1957 is amended by adding 
at the end thereof the following: 


BENEFITS TO EMPLOYEES IN THE REPUBLIC OF THE PHILIPPINES WHO ARE UNITED 
STATES CITIZENS 


Sec. 236. (a) The Administrator may, under such rules and regulations as may 
be prescribed by the President or his designee, provide to personnel of the Vet- 
erans’ Administration who are United States citizens and are assigned by the 
Administrator to the Veterans’ Administration office in the Republic of the 
Philippines, allowances and benefits similar to those provided by the following 
sections of the Foreign Service Act of 1946: 

(1) Section 901 (1) (relating to allowances for temporary and permanent 
living quarters, heat, light, water, fuel, gas, and electricity). 

(2) Section 901 (3) (relating to allowances to provide for the proper rep- 
resentation of the United States). 

(3) Section 902 (relating to an allotment for official residences of principal 
American representatives). 

(4) Section 903 (relating to accounting for allowances). 

(5) Section 911 (1), (2), (3), (4), (5), (7), and (9) (relating to travel 
expenses). 

(6) Section 913 (relating to transportation of automobiles). 
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(7) Section 933 (relating to the return of personnel to the United States 
on leaves of absence). 

(8) Section 941 (relating to payment by the United States of expenses for 
treating illness or injury of officers or employees and dependents requiring 
hospitalization). ; 

(b) Personnel of the Veterans Administration who are United States citizens 
and are assigned to the Republic of the Philippines by the Administrator of 
Veterans’ Affairs may be granted leaves of absence in the United States, by the 
Administrator of Veterans’ Affairs, similar to that provided by section 203 (f) 
of the Annual and Sick Leave Act of 1951 (5 U.S. C., sec. 2061 (f)). 

Src. 2. The table of contents in the first section of the Veterans’ Benefits Act 
of 1957 is amended by inserting immediately below “‘Sec. 235. Courses of instruc- 
tion for professional personnel.’’ the following: “Sec. 236. Benefits to employees 
in the Republic of the Philippines who are United States citizens.” 

The purpose of this legislation is to provide for the personnel of the 
Veterans’ Administration who are United States citizens and assigned 
to the Veterans’ Administration regional office at Manila in the 
Republic of the Philippines, certain allowances and benefits similar 
to those provided under appropriate sections of the Foreign Service 
Act of 1946. Generally, such allowances and benefits deal with 
temporary quarters, expenses for proper representation and official 
residences, travel, transportation, “home” leave, et cetera. Generally, 
these benefits are not now available to this class of employee of the 
Veterans’ Administration. 

The bill has been amended in accordance with the suggestions of the 
Veterans’ Administration report. 

The committee is of the belief that this legislation is thoroughly 
warranted and particularly so, since the Veterans’ Administration pro- 
grams in the Republic of the Philippines are of major significance in 
that country and involve substantial expenditures from the Treasury 
of the United States. It would appear desirable from all points of 
view that highly competent personnel be employed to assure the 
successful administration of these programs and one of the necessities 
for such employment is that the employment benefits, fringe or other- 
wise, be comparable to that of other individuals serving overseas in 
similar capacities for other Federal agencies. 

The cost of this legislation would approximate $30,000 annually. 

It will be noted that the report from the Veterans’ Administration 
is generally favorable and that the Bureau of the Budget has no 
objection except that it believes that broader legislation is needed to 
cover employees of all civilian agencies. This, of course, is not a 
matter which comes within the jurisdiction of this committee. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., June 6, 1958. 
Hon. Ourn E. Teacur, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatwes, Washington, D. C. 

Dear Mr. Teacue: The following comments on H. R,. 65, 85th 
Congress, are submitted in response to your request. 

The purpose of the bill is to provide for personnel of the Veterans’ 
Administration who are United States citizens and are assigned to the 
Veterans’ Administration Manila regional office in the; Republic of 
the Philippines certain allowances and benefits similar to those 
provided under specified sections of the Foreign Service Act of 1946 
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and home leave benefits similar to those provided under section 
203 (f) of the Annual and Sick Leave Act of 1951 for employees of 
the Foreign Service, Department of State. Generally, such allowances 
and benefits deal with temporary quarters, expenses for proper 
representation and of official residences, travel, transportation, and 
“home” leave, and are not now generally available to Veterans’ 
Administration personnel employed in the Philippines. 

The subject of pay and allowances of Federal employees overseas has 
been under study for several years by the executive branch of the 
Government. Bills to provide certain allowances, expenses, and other 
fringe employment benefits for employees of all Government agencies 
stationed overseas are pending before the House Committee on Post 
Office and Civil Service. These include H. R. 3527 and H. R. 6141 
which have been endorsed by the Administration on the basis that all 
United States citizens employed in foreign countries regardless of 
agency or location should be provided benefits on an equal basis. 
However, the committee has taken no action on such bills to date. 

As indicated, H. R. 65 would make available to employees of the 
Veterans’ Administration who are United States citizens and are 
assigned to duty in the Philippines certain allowances and benefits 
now provided for employees of the Department of State (and certain 
other agencies) who are likewise assigned to duty in that country. 
In order to authorize reimbursement of costs for water, a benefit 
recently extended to Foreign Service employees by Public Law 885, 
84th Congress, approved August 1, 1956, it is suggested that the word 
“water,” be inserted after the word “light,” in line 4, page 2, of the bill. 

On the basis of such data as are available at this time, it is estimated 
that the cost of H. R. 65, if enacted, would be in the neighborhood of 
$30,000 annually. 

The programs administered by the Veterans’ Administration in the 
Philippines are of major significance with respect to our relations with 
that country and involve substantial expenditures by the United 
States Government. It is therefore necessary that highly competent 
key personnel be employed to assure successful administration of such 
programs. Enactment of H. R. 65 or the mentioned bill, H. R. 3527, 
pending before the House Committee on Post Office and Civil Service, 
would be beneficial in the recruitment and retention of personnel for 
our Manila regional office. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the com- 
mittee. The Bureau further advised, however, that it does not favor 
enactment of H. R. 65, but rather recommends favorable consideration 
by the Congress of the bills which would provide equal treatment for 
all civilian employees in foreign countries. 

Sincerely yours, 
SumNER G. Wuittter, 


Administrator. 
Co + oO f . 
HANGES IN Existina Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
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duced, are shown as follows (new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


VETERANS’ Benerits Act or 1957 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act, divided into 
titles and sections acc ording to the following Table of Contents, may 
be cited as the “‘Veterans’ Benefits Act of 1957”’. 


TABLE OF CONTENTS 


TitLeE I—GENERAL 
. 101. Definitions. 
Sec. 102. Dependent parents. 
. 103. Determination of date of marriage. 
c. 104. Approval of educational institutions. 
ec. 105. Line of duty. 
. 106. Discharge or release includes retirement. 


Titte II—VeETERANS’ ADMINISTRATION; OFFICERS AND EMPLOYEES 


PART A—VETERANS’ ADMINISTRATION 


», 201. Veterans’ Administration an independent agency. 
:. 202. Seal of the Veterans’ Administration. 


PART B—-ADMINISTRATOR OF VETERANS’ AFFAIRS 


210. Appointment and general authority of Administrator. 
211. Decisions by Administrator; opinions of Attorney General. 
212. Delegation of authority and assignment of duties. 
213. Reports to the Congress. 
». 214. Publication of laws relating to veterans. 
c. 215. Research by Administrator. 
216. Transcript of trial records. 


PART C—VETERANS’ ADMINISTRATION REGIONAL OFFICES; EMPLOYEES 


Sec. 230. Central and regional offices. 

Sec. 231. Placement of employees in military installations. 

See. 232. Employment of translators. 

Sec. 233. Employees’ apparel; school transportation; recreational equipment; 
visual exhibits. 

See. 234. Telephone service for medical officers. 

Sec. 235. Courses of instruction for professional personnel. 

Sec. 236. Benefits to employees in the Republic of the Philippines who are United 
States citizens. 


TITLE II—VETERANS’ ADMINISTRATION; OFFICERS AND 
EMPLOYEES 
* % * * + * 
Part C—Vererans’ ADMINISTRATION REGIONAL OFFICES; EMPLOYEES 


CENTRAL AND REGIONAL OFFICES 


Src. 230. (a) re 
* om 
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BENEFITS TO EMPLOYEES IN THE REPUBLIC OF THE PHILIPPINES WHO 
ARE UNITED STATES CITIZENS 


Sze. 236. (a) The Administrator may, under such rules and regula~ 
tions as may be prescribed by the President or his designee, provide to 
personnel of the Veterans’ Administration who are United States citizens 
and are assigned by the Administrator to the Veterans’ Administration 
office in the Republic of the Philippines, allowances and benefits similar 
to those provided by the following sections of the Foreign Service Act of 
1946: 

(1) Section 901 (1) (relating to allowances for temporary and per- 
manent living quarters, heat, light, water, fuel, gas, and electricity). 

(2) Section 901 (8) (relating to allowances to provide for the proper 
representation of the United States). 

(3) Section 902 (relating to an allotment for official residences of 
principal American representatives). 

(4) Section 903 (relating to accounting for allowances). 

(5) Section 911 (1), (2), (3), (4), (5), (7), and (9) (relating to 
travel expenses). 

(6) Section 913 (relating to transportation of automobiles). 

(7) Section 938 (relating to the return of personnel to the United 
States on leaves of absence). 

(8) Section 941 (relating to payment by the United States of 
expenses for treating illness or injury of officers or employees and 
dependents requiring hospitalization). 

(b) Personnel of the Veterans’ Administration who are United States 
citizens and are assigned to the Republic of the Philippines by the Admin- 
istrator of Veterans’ Affairs may be granted leaves of absence in the 
United States, by the Administrator of Veterans’ Affairs, similar to that 
provided by section 203 (f) of the Annual and Sick Leave Act of 1961 
(6 U.S. C., sec. 2062 (f)). 


For the convenience of Members the following information is 
furnished. r 


Extracts From tHe Foreicn Service Act or 1946 
QUARTERS, COST OF LIVING, AND REPRESENTATION ALLOWANCES 


Ssc. 901. In accordance with such regulations as the President may 
prescribe and notwithstanding the provisions of section 1765 of the 
Revised Statutes (5 U.S. C. 70), the Secretary is authorized to grant 
to any officer or employee of the Service who is a citizen of the United 
States— 

(1) allowances, wherever Government owned or rented quar- 
ters are not available, for living quarters, heat, light, fuel, gas, 
and electricity, including allowances for the cost of lodging at 
temporary quarters, incurred by an officer or employee of the 
Service and the members of his family upon first arrival at a 
new post, for a period not in excess of three months after such first 
arrival or until the occupation of residence quarters, whichever 
period shall be shorter, up to but not in excess of the egate 
amount of the per diem that would be allowable to such officer 
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or employee for himself and the members of his family for such 
period if they were in travel status; 


* “ * * « * * 


(3) allowances in order to provide for the proper representa- 
tion of the United States by officers or employees of the Service. 


ALLOTMENT FOR OFFICIAL RESIDENCE OF CHIEF AMERICAN 
REPRESENTATIVE 


Suc. 902. The Secretary may, under such regulations as he may 
prescribe, make an allotment of funds to any post to defray the unusual 
expenses incident to the operation and maintenance of an official resi- 
dence suitable for the chief representative of the United States at 
that post. 

ACCOUNTING FOR ALLOWANCES 


Src. 903. All such allowances and allotments shall be accounted for 
to the Secretary in such manner and under such rules and regulations 
as the President may prescribe. The Secretary shall report all such 
expenditures annually to the Congress with the budget estimates of 
the Department. 


Part B—TRAVEL AND RELATED EXPENSES 
GENERAL PROVISIONS 


Sec. 911. The Secretary may, under such regulations as he shall 
prescribe, pay— 

(1) the travel expenses of officers and employees of the Service, 
including expenses incurred while traveling pursuant to orders 
issued by the Secretary in accordance with the provisions of 
section 933 with regard to the granting of home leave; 

(2) the travel expenses of the members of the family of an 
officer or employee of the Service when proceeding to or returning 
from his post of duty; accompanying him on authorized home 
leave; or otherwise traveling in accordance with authority granted 
pursuant to the terms of this or any other Act; 

(3) the cost of transporting the furniture and household and 
personal effects of an officer or employee of the Service to his 
successive posts of duty and, on the termination of his services, 
to the place where he will reside; 

(4) the cost of storing the furniture and household and per- 
sonal effects of an officer or employee of the Service who is absent 
under orders from his usual post of duty, or who is assigned 
to a post to which, because of emergency conditions, he cannot 
take or at which he is unable to use, his furniture and household 
and personal effects: 

(5) the cost of storing the furniture and household and per- 
sonal effects of an officer or emplovee of the Service on first arrival 
at a post for a period not in excess of three months after such 
first, arrival at such post or until the establishment of residence 
quarters, whichever shall be shorter; 

+ * ‘* * * * + 
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(7) the travel expenses and transportation costs incident to the 
removal of the members of the family of aa officer or employee of 
the Service and his furniture and household and personal effects, 
including automobiles, from a post at which, because of the preva- 
lence of disturbed conditions, there is imminent danger to life and 
property, and the return of such persons, furniture, and effects 
to such post upon the cessation of such conditions; or to such other 
post as may in the meantime have become the post to which such 
officer or employee has been assigned. 

* * * * * * * 


(9) the travel expenses incurred by an officer or employee of 
the Service who is assigned to a foreign post, in transporting 
dependents to and from United States ports of entry designated 
by the Secretary, to obtain an American secondary or college 
education, not to exceed one trip each way for each dependent 
for the purpose of obtaining each type of education. 


TRANSPORTATION OF AUTOMOBILES 


Suc. 913. The Secretary may, notwithstanding the provisions of any 
other law, transport for or on behalf of an officer or employee of the 
Service, a privately owned automobile in any case where he shall deter- 
mine that water, rail, or air transportation of the automobile is neees- 
sary or expedient for any part or of all the distance between points 
of origin and destination. 


* * * * * ¥ 


ORDERING RETURN OF PERSONNEL TO UNITED STATES ON LEAVES OF 
ABSENCE 


Src. 933. (a) The Secretary shall order to the continental. United 
States on statutory leave of absence every officer and employee of the 
Service who is a citizen of the United States upon completion of two 
years’ continuous service abroad or as soon as possible thereafter. 

(b) While in the continental United States on leave, the service 
of any officer or employee shall be available for such work or duties 
in the Department or elsewhere as the Secretary may prescribe, but 
the time of such work or duties shall not be counted as leave. 

* « * * + * * 


EXPENSES OF TREATMENT 


Src. 941. The Secretary may, in the event of illness or injury requir- 
ing hospitalization of an officer or employee of the Service who is 
a citizen of the United States, not the result of vicious habits, intem- 
perance, or misconduct on his part, incurred in the line of duty while 
such person is assigned abroad, pay for the cost of the treatment of 
such illness or injury at a suitable hospital or clinic. 
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Secrion 203 (f) or THE ANNUAL AND Sick Leave Act or 1951 


(f) Special Leave Provisions for Foreign Service Personnel. 

Officers and employees in the Foreign Service of the United'States 
under the Department of State may be granted leave of absence, 
without regard to any other leave provided by this chapter, for use 
in the United States, its Territories or possessions, at a rate equivalent 
to one week for each four months of service outside the several States 
and the District of Columbia. Such leave may be accumulated 
for future use without regard to the limitation in subsection (c) of this 
section but no such leave which is not used shall be made the basis for 
any terminal leave or lump-sum payment. 


O 
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PENSION FOR MEDAL-OF-HONOR HOLDERS 


JUNE 26, 1958.—Committed to the Committee of the Whole House onjthe [State 
of the Union and ordered to be printed 


Mr. Treaaue of Texas, from the Committee on Veterans’ Affairs 


submitted the followin UNIVERS! |. 
d the following UNI TCHIGAN 


REPORT “tat 


[To accompany H. R. 67] MAIN a4 
READING ROY! 
The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 67) to increase the rate of special pension payable to certain 
persons awarded the Medal of Honor, having considered the same, 
report favorably thereon, with an amendment, and recommend that 
the bill, as amended, do pass. 


The amendment is as follows: 


That subsection (b) of section 460 of the Veterans’ Benefits 
Act of 1957 (38 U. S. C. 2460). is amended-(1) by striking 
out “, who has attained the age of sixty-five years,”; and (2) 
by striking out “‘, and who was honorably discharged from 
service by muster out, resignation, or otherwise’’. 

Src. 2. Subsection (a) of section 462 of such Act (38 
U.S. C. 2462) is amended by striking out “$10” and inserting 
in lieu thereof ‘‘$100’’. 

Src. 3. This Act shall take effect on the first day of the 
first calendar month which begins after the date of its enact- 
ment. 

EXPLANATION OF THE BILL 


The purpose of this bill is to increase from $10 to $100 the monthly 
pension payable to holders of the Congressional Medal of Honor, 
permit payment at any age instead of the present requirement of 
attaining the age of 65 years, and pay holders of the medal whether 
or not they are retired. 

Under the present law, each honorably discharged person who has 
served in time of war, has attained the age of 65 years, has been 
awarded the Medal of Honor, and has had his name entered and 
recorded on the Army, Navy, and Air Force Medal of Honor roll, is 
paid a special pension from the Veterans’ Administration of $10 a 

20006 
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month for life. This bill would increase this sum to $100 and elimi- 
nate the age requirement. This special pension is in addition to any 
other pension or benefits to which the recipient may be entitled. 
No provision is made for the payment-of a special pension to survivors 
of recipients of the Congressional Medal of Honor. 

The committee fully understands that it is impossible to place : 
price tag on valor, honor, patriotism, or other virtues. However, it 

as come to the attention of the committee that in some cases holders 
of this highest award are in destitute circumstances and several have 
had to go on relief or resort to applying for welfare payments from the 
States in which they reside. A holder of the Congressional Medal 
of Honor should not be forced to eke out an existence in this fashion. 

It is the belief of the committee that this pension is fully warranted 
in view of the outstanding, unusual, and distinguished service rendered 
to the Nation by each and every holder of the Congressional Medal of 
Honor. It is also the observation of the committee that comparable 
honors given by foreign governments carry with them more per- 
quisites and other benefits than is true for the Americans who have 
received this highest honor available to men in the Armed Forces. 

The cost of the bill, if enacted, would be comparatively small inas- 
much as there were approximately 332 recipients of the Medal 
Honor still living as of March 31, 1958. By the very nature of the 
award it seems unlikely that this bill could ever present any sizable 
burden to the taxpayers. The Veterans’ Administration estimates less 
than $402,000 the first year cost. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., April 1, 1957 
Hon. Ouin E. TEaAGue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Teague: This is in reply to your request for a report by 
the Veterans’ Administration on H. R. 67, 85th Congress, a bill to in- 
crease the rate of special pension pay able to certain persons awarded 
the Medal of Honor, and for other purposes. 

The purposes of the bill are to liberalize the requirements for entry 
on the Army and Navy Medal of Honor roll and to increase the rate of 
special pension payable to persons whose names are entered on such 
roll. 

H. R. 67 is similar in purpose to H. R. 735, 84th Congress, as it 
passed the House of Representatives on June 22, 1955. The Vet- 
erans’ Administration under date of February 3, 1955, submitted a 
report to your committee on the bill as introduced (Committee Print 
No. 15). The bill was pending before the Senate Committee on 
Finance at the close of the 84th Congress. 

Your attention is invited to a printer’s error on page 1 of the bill. 
Quotation marks should be inserted after the word ‘‘was”’ in line 6 and 
before the word “‘duty”’ in line 7. 

The act of April 27, 1916 (39 Stat. 53), as amended (38 U. S. C. 
391-394), established the Army and Navy Medal of Honor roll, upon 
which is recorded, on written application to the head of the military 
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department concerned, the name of each surviving person who has 
served in the military or naval service of the United States in any 
war, who has attained or shall attain the age of 65 years, and who has 
been awarded the Medal of Honor for having, in action involving an 
actual conflict with an enemy, distinguished himself conspicuously by 
gallantry or intrepidity at the risk of his life above and beyond the 
call of duty, and who has been honorably discharged from service. 

Persons whose names are entered on the Army or Navy Medal of 
Honor roll are paid a special pension by the Veterans’ Administra- 
tion of $10 a month for life, based upon certificates of entitlement by 
the military departments. The law provides that this special pen- 
sion shall not deprive the special pensioner of any other pension to 
which he is otherwise entitled, but shall be in addition thereto. 

H. R. 67, if enacted, would amend the mentioned 1916 act by elimi- 
nating the age 65 requirement, and increasing the rate of special pen- 
sion from $10 to $100 monthly. It would also make the benefits of 
that act available to persons serving as members of the military or 
naval service in any active or inactive status, including any retired 
status. The proposed amendments would take effect on the first 
day of the second calendar month after enactment of the bill. 

The sole responsibility of the Veterans’ Administration in connec- 
tion with the special pension currently authorized is to arrange for its 
payment to persons certified as entitled thereto by the military de- 
partments. H. R. 67 would not alter this function. 

According to information furnished by the military departments, 
335 persons awarded the Medal of Honor were living as of January 
1957. Information is not readily available as to the number cur- 
rently receiving the $10 special monthly pension. However, it is 
believed to be negligible. If all living Medal of Honor holders qualify 
for the special pension, it is estimated that the first year’s additional 
cost of H. R. 67, if enacted, would be less than $402,000. It is esti- 
mated that the annual cost for the next 4 years would vary slightly. 

Since the medals in question are awarded by the military depart- 
ments and basic eligibility for the special pension is, and would be 
under H. R. 67, determined by such departments, it is suggested 
your committee may desire to obtain the views of the Secretary of 
Defense with respect to the bill. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
H. V. Hieiey, Administrator. 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII, House of Representatives, 
the changes made in existing law by the bill are shown as follows 
(existing law proposed to be omitted is in black brackets; new matter 
is in italics; existing law in which no changes are proposed is shown in 
roman): 
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H. R. 67 AS INTRODUCED 


SecTION 1 or THE Act or Aprit 27, 1916 (38 U. S. C. 391) 
(RePEALED Arter INTRODUCTION oF H. R. 67) 


There is established in the Department of the Army and Navy 
Department, respectively, a roll designated as “the Army and Navy 
Medal of Honor Roll.” Upon written application made to the 
Secretary of the proper department, and subject to the conditions and 
requirements hereinafter contained, the name of each surviving person 
who has served in the military or naval service of the United States in 
any war, [who has attained or shall attain the age of sixty-five 
years, J and who has been awarded a medal of honor for having in 
action involving actual conflict with an enemy distinguished himself 
conspicuously by gallantry or intrepidity, at the risk of his life, above 
and beyond the call of duty, [and who was] and who is serving as a 
member of the military or naval service in any active or inactive status 
(including any retired status), or was honorably discharged from service 
by muster out, resignation, or otherwise, shall be, by the Secretary 
of the proper department, entered and recorded on said roll. Appli- 
cations for entry on said roll shall be made in such form and under 
such regulations as shall be prescribed by the Department of the 
Army and Navy Department, respectively, and proper blanks and 
instructions shall be, by the proper Secretary, furnished without 
charge upon request made by any person claiming the benefits of 
sections 391-394 of this title. 


SECTION 3 oF THE Act or Apri. 27, 1914 (38 U. S. C. 393) 


Sec. 3. That each such surviving person whose name shall have 
been entered on said roll in accordance with this Act shall be entitled 
to and shall receive and be paid by the Administrator of Veterans’ 
Affairs, from the moneys appropriated for the payment of invalid 
and other pensions, a special pension of [$10] $/00 per month for 
life, payable monthly. The Administrator of Veterans’ Affairs shall 
make all necessary rules and regulations for making payment of such 
special pensions to the beneficiaries thereof. 

Such special pension shall begin on the day that such person shall 
file his application for enrollment on said roll in the office of the 
Secretary of War or of the Secretary of the Navy, after the passage 
and approval of this Act, and shall continue during the life of the 
beneficiary. 

Such special pension shall not deprive any such special pensioner 
of any other pension or of any benefit, right, or privilege to which he 
is or may hereafter be entitled under any existing or subsequent law 
(including laws granting retirement benefits to persons in the military or 
naval service) but shall be in addition thereto. 

The special pension allowed under this Act shall not be subject to 
any attachment, execution, levy, tax, lien, or detention under any 
process whatever. 
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H. R. 67 AS REPORTED 
Part D of Title IV of Public Law 85-56 
Part D—Army, Navy, AnD Arr Forcs MEDAL or Honor Rou 


MEDAL OF HONOR ROLL; PERSONS ELIGIBLE 


Sec. 460. (a) There shall be in the Department of the Army, the 
Department of the Navy, and the Department of the Air Force, 
respectively, a roll designated as the “Army, Navy, and Air Force 
Medal = Honor Roll’. 

(b) Upon written application to the Secretary concerned, the Secre- 
tary shalt enter and record on such roll the name of each surviving 
person who has served in the active military, naval, or air service of 
the United States in any war, [who has attained the age of sixty-five 
years,] and who has been awarded a medal of honor for having in 
action involving actual conflict with an enemy distinguished himself 
conspicuously by gallantry or intrepidity, at the risk of his life, above 
and beyond the call of duty[[, and who was honorably discharged from 
service by muster out, resignation, or otherwise]. 

(c) Applications for entry on such roll shall be made in the form 
and under regulations prescribed by the Department concerned. 
Proper blanks and instructions shall be furnished by the Secretary 
concerned, without charge upon the request of any person claiming 
the benefits of this part. 

Sec. 461. (a) The Secretary concerned shall determine whether or 
not each applicant is entitled to the benefits of this part. If the official 
award of the medal of honor to the applicant, or the official notice 
to him thereof, shows that the medal of honor was awarded to the 
applicant for an act described in section 460, such award or notice 
shall be sufficient to entitle the applicant to special pension under this 
part without further investigation; otherwise all official correspond- 
ence, orders, reports, recommendations, requests, and other evidence 
on file in any public office or department shall be considered. 

(b) Each person whose name is entered on the Army, Navy, and 
Air Force Medal of Honor Roll shall be furnished a certificate of 
service and of the act of heroism, gallantry, bravery, or intrepidity for 
which the medal of honor was awarded of enrollment on such roll, 
and of his right to special pension. 

(c) The Secretary concerned shall deliver to the Administrator a 
certified copy of each certificate which he issues under this part. Such 
copy shall authorize the Administrator to pay to the person named in 
the certificate the special pension provided for in this part. 
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SPECIAL PROVISIONS RELATING TO PENSION 


Src. 462. (a) The Administrator shall pay monthly to each person 
whose name has been entered on the Army, Navy, and Air Force 
Medal of Honor Roll a special pension at ‘the rate of [310] $100, 
beginning as of the date of application therefor under section 460. 

(b) The receipt of special pension shall not deprive any person of 
any other pension or other benefit, right, or privilege to which he is 
or may hereafter be entitled under any existing or subsequent law. 
Special pension shall be paid in addition to all other payments under 
laws of the United States. 

(c) Special pension shall not be subject to any attachment, execu- 
tion, levy, tax lien, or detention under any process whatever. 

(d) If any person has been awarded more than one medal of honor, 
he shall not receive more than one special pension. 


O 
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85TH CONGRESS } HOUSE OF REPRESENTATIVES } REPORT 


PRESUMPTION OF SERVICE CONNECTION IN CASE OF 
HANSEN’S DISEASE 


JuNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


TreacueE of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 413) 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 413) to provide a further period for presuming service connec- 
tion in the case of veterans suffering from Hansen’s disease (leprosy), 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That section 313 of the Veterans’ Benefits Act of 1957 is amended by inserting 
immediately below paragraph (4) the following: 
‘““(5) Hansen’s disease developing a 10 per centum degree of disability or 
more within five years from the date of separation from such service;’’ 


EXPLANATION OF THE BILL 


The purpose of this legislation is to extend from | to 5 years the 
time during which a veteran suffering from Hansen’s disease, com- 
monly known as leprosy, shall be presumed to have incurred the disease 
In active service. 

Appropriate sections of Public Law 85-56 provide generally 1-year 
pre sumpuie ns of service connection for veterans who contract chronic 
or tropic e diseases. In the case of multiple sclerosis, a 2-year period 
is provided, and in the case of tuberculosis, a 3-year period i is applica- 
ble. While psychoses cases generally have a 1-year presumptive 
period, a second year is provided for hospitalization and outpatient 
treatment purposes. Among other things, this would give the veteran 
priority in admission to a Veterans’ Administration hospital ahead of 
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a veteran who suffers this disease for a period longer after the date of 
discharge. 

This bill is in line with the recommendations of the United States 
Public Health Service and is based on the appropriate paragraph in 
the letter which is reproduced at the end of this report. There are 
very few veterans who are suffering from this disease, and because of 
its completely insidious nature, and the unusual and expensive treat- 
ment which must be given, the Committee believes that the extension 
of this period for presuming service connection is sufficiently war- 
ranted. 

The report of the Veterans’ Administration on a number of bills 
involving the presumptive question, as well as the letter from the 
Department of Health, Education, and Welfare, follow. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., June 3, 1958. 
Hon. Ourn E. Tracue, 
Chairman, Committee on Veterans’ Affairs, 
House of —— sentatives, Washington, D. C. 
Dear Mr. Tracue: This report is submitted, in response to your 
request, on 12 bills designed to extend, for varying periods and for 

various diseases, existing provisions of law under which certain chronic 
and tropical disease developing after separation from service are 
presumed to be service connected in origin. 

The present law governing presumptive service connection for 
chronic diseases provides generally that a chronic disease (other than 
active tuberculosis and multiple sclerosis) becoming manifest to a 
degree of 10 percent or more within 1 year from the date of separation 
from active service shall, subject to rebuttal, be considered to have 
been incurred in or aggravated by such service. With respect to all 
types of active tuberculosis a 3-year presumptive period is provided 
and for multiple sclerosis a 2-year period. 

These presumptions require at least 90 days’ active service during 
a period of war as defined in the Veterans’ Benefits Act of 1957. 
A similar presumption is applicable to tropical diseases and is avail- 
able to wartime and peacetime veterans, but the latter must have 
had 6 months or more service. 

The following table sets forth the mentioned bills, the diseases to 
which each pertains, and the presumptive period which each proposes 
to extend for the purposes of service connection. 











Disease | Years 

ER MD Gacakeeecan | Hansen’s disease (leprosy) . 3 
H. R. 415...--.------| All chronic diseases sabes 3 
ef =e | Malignant tumors____- eee 9 
H. R. 924 : .--| Mutiple sclerosis, psych ses and malignant tumors _____.._- 3 
H. R. 929 Seed | Psychoses, oe sclerosis. - .. 3 
H. R. 1143...---.. Arthritis, psychoses, multiple sc lerosis 3 
H. R. 3973_.. s Chronic func ‘ti ynal psychoses and multiple sclerosis i 3 
H. BR. 64....... Idiopathic convulsive seizures . s (*) 

_ &  . ae Meningitis (not chronic) - - 1 
H. R. 9896... -- Multiple sclerosis and chronic functional psychoses___- ; 3 
H. R. 10029 Organic heart disease. -__- E 2 
H. R. 12096 Tuberculosis (peacetime) -_-. 3 3 


16 months, conclusive. 
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Most of the bills propose amendments to Veterans Regulation No. 
1 (a), part I, having been introduced before the enactment of the 
Veterans’ Benefits Act of 1957 (Public Law 85-56) which repealed 
and restated that regulation. The current provisions in that act deal- 
ing with presumption of service connection are contained in title IIT. 

Direct service connection may be granted for chronic and tropical 
diseases which do not become manifest within the presumptive periods 
mentioned when the evidence of record is deemed adequate to warrant 
a finding of service connection. In such cases, under the directive 
originally contained in Public Law 361, 77th Congress, December 20, 
1941 (now sec. 354, Public Law 85-56), “where a veteran is seeking 
service connection for any disability due consideration shall be given 
to the places, types, and circumstances of his service as shown by his 
service rec ord, the official history of each organization in which he 
served, his medical records, and all pertinent medical and lay 
evidence.” 

The law further provides: 

“Tn the case of any veteran who engaged in combat with the enemy 
in active service with a military, naval, or air organization of the 
United States during a period of war, campaign, or expedition, the 
Administrator is authorized and directed to accept as sufficient proof 
of service connection of any disease or injury alleged to have been 
incurred in or aggravated by such service satisfactory lay or other 
evidence of service incurrence or aggravation of such injury or dis- 
ease, if consistent with the circumstances, conditions, or hardships of 
such service, notwithstanding the fact that there is no official record 
of such incurrence or aggravation in such service, and, to that end, 
shall resolve every reasonable doubt in favor of the veteran. Service 
connection of such injury or disease may be rebutted by clear and 
convincing evidence to the contrary. * * *” 

The 1-year presumptive period for the service connection of a 
chronic disease, previously covered by regulation based upon sound 
medical judgment, was incorporated in veterans regulations promul- 
gated under Public No. 2, 73d Congress, in 1933. In 1948 Congress 
specified certain diseases which, among others, should be deemed 
chrenic, but did not extend the uniform 1- -year presumptive period 
(Public Law 748, 80th Cong.). It was not until 1950 that an excep- 
tion to the general rule was made in the case of active pulmonary 
tuberculosis (Public Law 573, 8ist Cong.), and in 1951 a further 
presumption was authorized in the case of multiple sclerosis (Public 
Law 174, 82d Cong.). In 1951 the Congress extended the presump- 
tive period for an active psychosis for the limited purposes of hos- 
pital and medical treatment, and in 1953 extended the presumptive 
period for all other types of active tuberculosis to 3 years. The 
committee will, no doubt, wish to give careful consideration to the 
problem of whether the proposed extensions of the presumptive 
periods for certain diseases will be urged as a precedent for extending 
the presumptive period for many other chronic diseases. 

In addition to granting service connection for disability and death 
compensation purposes in a substantial number of cases, the bills, if 
enacted, would confer the same priority right in such cases to hospitali- 
zation by the Veterans’ Administration which is now afforded by 
law to veterans having directly service-connected conditions. Under 
existing law, the Veterans’ Administration is required to furnish 
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hospital care to eligible veterans needing such care for service- 
connected conditions, and this may be provided in hospitals under 
the direct control of the Veterans’ Administration, through bed allo- 
cations in other Government hospitals, or in appropriate cases by 
contract with State, municipal, or private institutions. By contrast, 
veterans suffering from non-service-connected disabilities may be 
furnished hospital care by the Veterans’ Administration only if beds 
are available in Veterans’ Administration or other Federal Govern- 
ment hospitals. Further, admission of non-service-connected cases 
is generally conditioned on the inability of the applicant to defray 
the cost of hospitalization as established by an affidavit procedure. 
The bills would also have the effect of providing outpatient treatment 
for the groups affected because of the service-connected status which 
would be granted to them under the bills. Existing law and regula- 
tions generally limit outpatient treatment to those requiring such 
treatment for service-connected disabilities. 

It is not possible to furnish an estimate of the cost of each bill, 
enacted, in view of the many unknown and variable factors. How- 
ever, as to those bills dealing with certain prevalent diseases the cost 
could be very substantial. 

From a medical viewpoint, present provisions of the law and reg- 
ulations on this subject are considered quite liberal and ample provi- 
sion is made for those diseases that have a long incubation period. 
In addition, there are administrative provisions whereby chronic 
diseases generally incurred within a reasonable time after the present 
presumptive period following active military service can be and are 
handled on an individual basis where there is a likelihood that the 
condition or disease had its inception during military service. Accord- 
ingly, the Veterans’ Administration does not recommend favorable 
consideration of these proposals by your committee. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the com- 
mittee and that enactment of any of these bills would not be in accord 
with the program of the President. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Pusiic Heattu SERVICE, 
Washington, D. C., June 16, 1958. 
Hon. Ouin E. Teacus, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Vv ‘ashington, D.C. 


Dear Mr. Cuairman: This reply is in response to your letter of 
June 3 which raised specific questions on multiple sclerosis and on 
psychoses in relation to provisions of law governing the statutory 
presumptions of service connection for specified diseases and condi- 
tions. You have also asked whether the 3-year presumptive period 
for tuberculosis and the 1-year period for other diseases listed in the 
presumption sections of Public Law 85-56 should be extended to 
longer periods. 
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Multiple sclerosis Although considerable information continues 
to be accumulated on multiple sclerosis the cause of the disease is still 
unknown. It is uncertain whether multiple sclerosis is a disease 
entity (i. e., due to a direct sequence of events with a single precipitat- 
ing cause) or whether it is a syndrome of several disease entities due 
to a variety of causes. The “latent” period for multiple sclerosis 
is also unknown; i. e., we do not know how much time must elapse 
from exposure to a predisposed or precipitating cause to the onset of 
initial symptoms. Additional relevant information may be obtained 
in the next few years from a combined research project by the Na- 
tional Research Council, the National Institutes of Health, and the 
Veterans’ Administration on the epidemiology and prognosis of 
multiple sclerosis. At the present time, however, no new facts are 
available which would warrant changing the 2-year presumptive 
period. 

You have also asked, “Can it be stated categorically that a man 
who develops multiple sclerosis within 5 years after his discharge from 
the service did not develop the disease in the service?’’ Because of 
the long period of remissions which are known to occur in this disease, 
it is highly probable there would be some men who develop their orig- 
inal symptoms of illness (e. g., acute retrobulbar neuritis) during their 
service, but who would not develop other symptoms which would 
lead to the diagnosis of multiple sclerosis until several years later. 
However, because acute retrobulbar neuritis (and the same could be 
said for many other symptoms) is well recognized as one of the initial 
disabilities of multiple sclerosis, there would be no problem in a man’s 
justifying his multiple sclerosis as having occurred during his service 
time even, as so often happens, if he had a complete recovery from his 
retrobulbar neuritis while in the service. 

The questions you have raised might also be interpreted as to 
whether exposure to some unknown factor of military life would 
have resulted in the development of the disease even 5 years later. 
No direct answer can be given to this point. We do not know 
whether ‘‘exposure’”’ is necessary in the period immediately preceding 
the earliest onset of symptoms or whether “exposure” in childhood, 
adolescence, or even several months or years prior to onset is required. 
It might be pointed out that we are also not in a position to deter- 
mine whether individuals developing multiple sclerosis within 5 years 
after entering the service were likewise predisposed in their civilian 
life and were destined to develop the illness whether in the service 
or not. 

Psychoses—No new evidence is available which would support a 
change in the l-year presumption period. As is well recognized, 
there are many conflicting theories as to the genesis of psychoses, 
which range from the genetic-biological to those which are sociopsy- 
chological in nature. Almost all of them employ a predisposition to 
the illness which dates back to early life. It is reasonably safe in 
assuming that if a psychosis had not developed within 1 year after 
the termination of a tres service, the events of service life could 
hardly be regarded as having precipitated the reaction. 

Other diseases on the list in Public Law 85-56—In general, the 
Public Health Service does not believe a change in the presumption 
period is required for any of the diseases listed, with the possible 
exception of leprosy. The presumptive period in leprosy might be 
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extended to 5 years or longer in order to give individuals who had 
been stationed in areas of the world where the disease is known to 
exist a reasonable period in which the disease process may manifest 
itself clinically or be amenable to clinical diagnostic procedures. 

In view of the tremendous import to the Government in terms of 
compensation related to the diseases listed in the presumption section 
in Public Law 85-56, the Committee on Veterans’ Affairs may wish 
to consider asking the Veterans’ Administration to constitute groups 
of experts in the various disease categories to discuss those in their 
sphere of cognizance. Because of the complexity of causative factors 
in many of these diseases and the lack of definitive data, no one 
individual can provide satisfactory answers to the questions listed 
in your letter. It seems desirable, therefore, to bring together a 
number of experts in each disease category in order that they may 
discuss the problem and arrive at an opinion formed from joint 
discussions and deliberations. The Public Health Service has a 
number of experts on these various diseases and would be happy to 
make them available for participation in such discussions. 

I hope these comments will be helpful to the committee. If the 
Public Health Service can be of further assistance, we will be glad to 
cooperate in any way we can. 

Sincerely yours, 
JoHN D. PorTERFIELD, 
Acting Surgeon General. 


CHANGES IN EXISTING LAW 
In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 


duced, are shown as follows (new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SUBPARAGRAPH (c) OF ParaGrapH I, Parr I, VETERANS 
(Repealed by Public Law 85-56) 
ReGuiation No. 1 (a) 
VETERANS REGULATION NO. 1 (a), AS AMENDED 
ENTITLEMENT TO PENSIONS 
Part I 
PENSIONS TO VETERANS AND THE DEPENDENTS OF VETERANS 
FOR DISABILITY OR DEATH RESULTING FROM ACTIVE MILI- 
TARY OR NAVAL SERVICE DURING THE SPANISH-AMERICAN 
WAR, BOXER REBELLION, PHILIPPINE INSURRECTION, 


AND/OR THE WORLD WAR 


Be jess 


o * * * ¥ * - 
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(c) That for the purposes of paragraph I (a) hereof a 
chronic disease becoming manifest to a degree of 10% or 
more within one year from the date of separation from active 
service as set forth therein shall be considered to have been 
incurred in or aggravated by service as specified therein not- 
withstanding there is no record of evidence of such disease 
during the period of active service; provided the person 
suffering from such disease served 90 days or more in the 
active service as specified therein; provided, however, that 
Where there is affirmative evidence to the contrary, or evi- 
dence to establish that an intercurrent injury or disease 
which is a recognized cause of such chronic a has been 
suffered between the date of discharge and the onset of the 
chronic disease, or the disability is due to the person’s own 
misconduct, service connection will not be in order: Provided 
further, That the term “chronic disease”’ as used in this para- 
graph shall include anemia, primary; arteriosclerosis, arthri- 
tis, bronchiestasis; calculi of the kidney, bladder, or gall 
bladder; ; cardiovascular-renal disease, including hyperten- 
sion, myocarditis, Buerger’s disease and Raynaud’s disease; 
cirrhosis of the liver; coccidioidomycosis; endocarditis; dia- 
betes, mellitus; endocrinopathies, epilepsies; Hodgkin’s 
disease; leukemia, nephritis; osteitis, deformans: osteomal- 
acia; organic diseases of the nervous sy stem, including 
tumors of the brain, cord, or peripheral nerves; encephalitis 
lethargica residuals; scleroderma; tuberculosis, active (other 
than pulmonary); tumors, malignant; ulcers, peptic (gastric 
or duodenal) and such other chronic diseases as the Admin- 
istrator of Veterans’ Affairs may add to this list: Provided 
further, That active pulmonary tuberculosis or all other 
types of active tuberculosis or Hansen’s disease developing 
a 10 per centum degree of disability or more within three 
years, or multiple sclerosis developing a 10 per centum degree 
of disability or more within two years from the date of sepa- 
ration from active service, shall, in the absence of affirmative 
evidence to the contrary, be deemed to have been incurred in 
or aggravated by active service: And provided further, That, 
subject to the limitations of this subparagraph, tropical 
diseases, such as cholera; dysentery; filariasis; leishmaniasis; 
leprosy; loiasis; malaria; black water fever; onchocerciasis: 
oroya fever; dr acontiasis; pinta; plague; sc histosomiasis: 
yaws; yellow fever and others and the resultant disorders or 
diseases originating because of therapy, administered in con- 
nection with such dise “ases, Or as a preventative thereof, shall 
be accorded service connection when shown to exist within 
one year after separation from active service or at a time 
when standard and accepted treatises indicate that the in- 
cubation period thereof commenced during active service. 
Nothing in this paragraph shall be construed to prevent 
service connection for any disease or disorder otherwise 
shown by sound judgment to have been incurred in or 
aggravated by active service. 
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CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED 


For the information of the Members of the House, changes in exist- 
ing law made by the bill, as reported, are shown as follows (new matter 
is printed in italic, existing law in which no change is proposed is shown 
in roman): 


) 


SECTION 313 OF THE VETERANS’ BENEFITS Act oF 1957 
PRESUMPTIONS RELATING TO CERTAIN DISEASES 


Sec. 313. For the purposes of section 310, and subject to 
the provisions of section 314, in the case of any veteran who 
served for ninety days or more during a period of war- 

(1) a chronic disease becoming manifest to a degree of 
10 per centum or more within one year from the date of 
separation from such service; 

(2) a tropical disease, and the resultant disorders or 
disease originating because of therapy, administered in 
connection with such diseases, or as a preventative there- 
of, becoming manifest to a degree of 10 per centum or 
more within one year from the date of separation from 
such service, or at a time when standard or accepted 
treatises indicate that the incubation period thereof com- 
menced during such service; 

(3) active tuberculous disease developing a 10 per 
centum degree of disability or more within three years 
from the date of separation from such service: 

(4) multiple sclerosis developing a 10 per centum de- 
gree of disability or more within two vears from the 
date of separation from such service; 

(5) Hansen’s disease developing a 10 per centum degree 
of disability or more within five years from the date of sep- 
aration from such service; 

shall be considered to have been incurred in or aggravated by 
such service, notwithstanding there is no record of evidence 
of such disease during the period of service. 
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PROVIDING THAT MULTIPLE SCLEROSIS DEVELOPING A 10-PER- 
CENT OR MORE DEGREE OF DISABILITY WITHIN 3 YEARS AFTER 
SEPARATION FROM ACTIVE SERVICE SHALL BE PRESUMED TO 
BE SERVICE CONNECTED 


JUNE 26, 1958—Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed 


f Texas, fr 2 C ittee " Mos R Affairs 
of Texas, from the Committee on Vermin Stars, 
submitted the following 


REPORT 
MAIN 
[To accompany H. R. 1143] READING ROOM 


‘The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 1143) to amend the Veterans Regulations to provide that 
arthritis, psychoses, or multiple sclerosis developing a 10-percent or 
more degree of disability within 3 years after separation from active 
service shall be presumed to be service connected, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 

That section 313 (4) of the Veterans’ Benefits Act of 1957 (38 U.S. C. 2313 (4)) is 
amended by striking out “two” and inserting in lieu thereof ‘“‘three’’. 

Amend the title so as to read: 


A bill to amend the Veterans’ 


Bencfits Act of 1957 to provide that multiple 
sclerosis developing 


a 10 per centum or more degree of disability within three 
years after separation from active service shall be presumed to be service connected. 


EXPLANATION OF THE BILL 


This bill, as reported, increases the presumptive period for service 
connection for the disease of multiple sclerosis from the present 2-year 
period to 3 years. As introduced, it would have provided a 3-year 
presumptive period for arthritis and psychoses as well. 

Appropriate sections of Public Law 85-56 provide, generally, a 


< 
l-year presu 
. 


I iumption of service connection for veterans who contract 


ZOOUE 
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chronic or tropical diseases. In the case of multiple sclerosis, a 2- 
year period is provided, and, in the case of tuberculosis, a 3-year 
period is applicable. While psychoses have a 1-year presumptive 
period, a second year is provided for hospitalization and outpatient 
treatment purposes. Among other things, this would give the veteran 
priority in admission to a Veterans’ Administration hospital ahead 
of a veteran suffering this disease whose disability is diagnosed for a 
period longer than 2 years after date of discharge. 

Multiple sclerosis, according to testimony obtained by the commit- 
tee at its hearings on this and related legislation, is still very difficult 
to diagnose in its early stages. This is due, primarily, to the fact that 
spec ishiste i in the medical profession, mainly neurologists, are the only 
individuals likely to detect the early symptoms of this disease. The 
average individual would not be inclined to consult a neurologist for 
the original symptoms. The author of the bill obtained reports from 
a number of medical schools on this subject, some of which are repro- 
duced below. 

UnIverRSITY OF MICHIGAN, 
Ann Arbor, February 25, 1957. 
Hon. Jonn E. HENpDERSON, 
House of Representatives, Washington, D. C. 

Dear Str: Dean Furstenberg referred your letter to him of Febru- 
ary 14, 1957, to me. 

I most heartily agree with you that the diseases arthritis, psychosis, 
and multiple sclerosis are slow to develop to a disabling degree and are 
likely to be caused or aggravated by exposure, fatigue, and related 
factors. I believe that you are more than justified in requesting an 
enactment of legislation whereby in cases where these diseases develop 
to a degree of 10 percent or more within 3 years after separation, they 
be presumed to be service connected. I feel that this is a very worth- 
while move on your part, and that you should be commended for it. 

Sincerely yours, 
Russet N. DeJone, M. D. 


University OF CALIFORNIA Mepicat CENTER, 
Los Angeles, Calif., March 28, 1957. 
Hon. JoHN E. HENDERSON, 
Congress of the United States, 
House of Representatives, Washington, D. C. 

Drar ConGressMAN Henperson: [ have consulted with some 
members of our staff regarding H. R. 1143 which would amend the 
present Veterans Regulations. 

While we believe that the disorders named in the bill are slow to 
develop, it is also true that there are many other diseases which 
would fall in this same category of slow development. It has also 
been suggested that provision be made in the legislation to provide 
some means by which it can be shown that the disorder had its origin 
during the term of service. 

This is worthy and thoughtful legislation, but I believe that it 
would be difficult to implement unless it is made more definitive, and 
a way found to establish military service as responsible for the disease 
state. Also it is suggested that perhaps the Veterans Regulations 
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might be amended to provide this care on the basis of need rather 
than time or disorder, 
Sincerely yours, 
JosePH F. Ross, M. D., 
Associate Dean. 





UNIVERSITY OF ILLINOIS 
CoLLEGE OF MEDICINE, 
Chicago, Ill., March 4, 1957. 
Hon. Joun E. HENDERSON, 
Congress of the United States. 
House of Repre sentatives, 
Washington, D.C. 

Dar Representative Henperson: This letter is in reply to 
vour inguiry of February 14, 1957, m which you sought the opimion of 
members of the faculty of this College of Medicine regarding the 
legislation which you have recently introduced to amend the present 
Veterar is Regulations and provide for service connection in certain 
cases of arthritis, psychoses, or multiple sclerosis. It appeared to be 
the general opinion of the faculty members consulted that multiple 
sclerosis often begins with such vague symptoms that the diagnosis 
may not be made for a considerable period of time, and that this is 
frequently true of rheumatoid arthritis also. It would seem, therefore, 
that#the legislation which you propose would be partic ularly appro- 
priate for these diseases. There was considerable comment, however, 
regarding the need to separate rheumatoid arthritis from such other 
types as tramautic arthritis, gout, and degenerative joint disease, 
and hope was expressed that future legislation might permit a more 
liberal attitude on the part of rating boards toward the severely 
crippled veteran and still not encourage those with minor degrees of 
arthritic disability to seek benefits. In the area of psye hoses there 
was also the feeling that a more precise definition of terms would be 
needed since many pschoses may appear within 3 years after separation 
from active duty and yet not have been due to or aggravated by the 
military service. 

One member of the faculty asked that your attention be directed to 
the possible conversion of Veterans’ Administration facilities which 
have been used for the care of paraplegics and quadriplegics and 
which may no longer be required to the extent that they were several 
years ago. As you may know, there is a great need for the care of 
such patients who are not service connected, and any unused equip- 
ment and facilities which the Veterans’ Administration may have 
might appropriately be made available to other agencies. 

Sincerely yours, 


GRANVILLE A. Bennet, M. D., Dean. 
| 


Testimony from ali of the veterans’ organizations was favorable to 
this legislation, and the medical consultant to the American Legion, 
a trained physician of considerable standing in this field, testified in 
detail in support of this extension. The committee, of course, is 
aware of the unfavorable report from the Veterans’ Administration, 
but believes that special consideration is due this disease and, there- 
fore, has reported this legislation. 
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The report of the Veterans’ Administration on this and related bills, 


as well as the report from the Department of Health, Education, and 
Welfare, follow: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., June 3, 1968. 
Hon. Ouin E. Treacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Teacue: This report is submitted, in response to your 

request, on 12 bills designed to extend, for varying periods and for 

various diseases, existing provisions of law under which certain chronic 
and tropical diseases developing after separation from service are 
presumed to be service connected in origin. 

The present law governing presumptive service connection for 
chronic diseases provides, generally, that a chronic disease (other than 
active tuberculosis and multiple sclerosis) becoming manifest to a 
degree of 10 percent or more within 1 year from the date of separation 
from active service shall, subject to rebuttal, be considered to have 
bee incurred in or aggravated by such service. With respect to all 
types of active tuberculosis, a 3-year presumptive period is provided, 
and, for multiple sclerosis, a 2-year period. 

These presumptions require at least 90 days’ active service during 
a period of war, as defined in the Veterans’ Benefits Act of 1957. 
A similar presumption is applicable to tropical diseases and is avail- 
able to wartime and peacetime veterans, but the latter must have 
had 6 months’ or more service. 

The following table sets forth the mentioned bills, the diseases to 
which each pertains, and the presumptive period which each proposes 
to extend for the purposes of service connection. 





Disease |. Years 

oe I WO es Hansen’s disease (leprosy) -.............-...--- bsbatscct diddte stud pda 3 
a | Sa oe Sl Od os 7h kM aie acdapsineeiiiaieinnnashaeal 3 
H. R. 420 : ..-| Malignant tumors i Seu : Sicabonutiamanwecedionct i 2 
H. R. 924.__....._._._...| Multiple sclerosis, psyc hoses, and malignant tumors_..._...... ita iad 3 
H. R. 929 2 and Pen: SEND SEIINUN oo noe chcinnencnesmicacanccvcedeaseusas ue 3 
_ es & Sere | Arthritis, psychoses, I a hk a ee eS tins do neukadunead 3 
H. R, 3973_-- -------| Chronic functional psychoses and multiple | Rin atc ieee dunanagninnee 3 
Tet, Whe Wi trnéceecdd an tn IN gS Jobe tau dawacucacecdesaeuddemed i (’) 

i a are cele 1 
i, eee y.....-. | Multiple sclerosis and chronic functional psychoses_-............--.-.------ | 3 
LS See Organic heart disease._.............- PEASE cot dace cbhbdnddkeenhdemageiie | 2 
Ck} a ee SI no oe Ld a Gaeanieatea wee | 3 


1 § months, conclusive, 


Most of the bills propose amendments to Veterans Regulation No. 
1 (a), part I, having been introduced before the enactment of the 
Veterans’ Benefits Act of 1957 (Public Law 85-56) which repealed 
and restated that regulation. The current provisions in that act deal- 
ing with presumption of service connection are contained in title II. 

Direct service connection may be granted for chronic and tropical 
diseases which do not become manifest within the presumptive periods 
mentioned when the evidence of record is deemed adequate to warrant 

finding of service connection. In such cases, under the directive 
originally contained in Public Law 361, 77th Congress, December 20, 
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1941 (now sec. 354, Public Law 85-56) “where a veteran is seeking 
service-connection for any disability due consideration shall be given 
to the places, types, and circumstances of his service as shown by 
his service record, the official history of each organization in which 
he served, his medical records, and all pertinent medical and lay 
evidence.” 

The law further provides: 

“Tn the case of any veteran who engaged in combat with the enemy 
in active service with a military, naval, or air organization of the 
United States during a period of war, campaign, or expedition, the 
Administrator is authorized and directed to accept as sufficient proof 
of service connection of any disease or injury alleged to have been 
incurred in or aggravated by such service satisfactory lay or other 
evidence of service incurrence or aggravation of such injury or dis- 
ease, if consistent with the circumstances, conditions, or hardships of 
such service, notwithstanding the fact that there is no official record 
of such incurrence or aggravation in such service, and, to that end, 
shall resolve every reasonable doubt in favor of the veteran. Service 
connection of such injury or disease may be rebutted by clear and 
convincing evidence to the contrary. * * *” 

The l-year presumptive period for the service connection of a 
chronic disease, previously covered by regulation based upon sound 
medical judgment, was incorporated in veterans regulations promul- 
gated under Public No. 2, 73d Congress, in 1933. In 1948 Congress 
specified certain diseases which, among others, should be deemed 
chronic, but did not extend the uniform 1-year presumptive period 
(Public Law 748, 80th Cong.). It was not until 1950 that an excep- 
tion to the general rule was made in the case of active pulmonary 
tuberculosis (Public Law 573, 8lst Cong.), and in 1951 a further 
presumption was authorized in the case of multiple sclerosis (Public 
Law 174, 82d Cong.). Im 1951 the Congress extended the presump- 
tive period for an active psychosis for the limited purposes of hos- 
pital and medical treatment, and in 1953 extended the presumptive 
period for all other types of active tuberculosis to 3 years. The 
committee will, no doubt, wish to give careful consideration to the 
problem of whether the proposed extensions of the presumptive 
periods for certain diseases will be urged as a precedent for extending 
the presumptive period for many other chronic diseases. 

In addition to granting service connection for disability and death 
compensation purposes in a substantial number of cases, the bills, if 
enacted, would confer the same priority right in such cases to hospital- 
ization by the Veterans’ Administration which is now afforded by 
law to veterans having directly service-connected conditions. Under 
existing law, the Veterans’ Administration is required to furnish hos- 
pital care to eligible veterans needing such care for service-connected 
conditions, and this may be provided in hospitals under the direct 
control of the Veterans’ Administration, through bed allocations in 
other Government hospitals, or in appropriate cases by contract with 
State, municipal, or private institutions. By contrast, veterans suffer- 
ing from non-service-connected disabilities may be furnished hospital 
care by the Veterans’ Administration only if beds are available in 
Veterans’ Administration or other Federal Government hospitals. 
Further, admission of non-service-connected cases is generally con- 
ditioned on the inability of the applicant to defray the cost of hos- 
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pitalization as established by an affidavit procedure. The bills would 
also have the effect of providing outpatient treatment for the greups 
affected because of the service-connected status which would be 
granted to them under the bills. Existing law and regulations gen- 
erally limit outpatient treatment to those requiring such treatment 
for service-connected disabilities. 

It is not possible to furnish an estimate of the cost of each bill, if 
enacted, in view of the many unknown and variable factors. However, 
as to those bills dealing with certain prevalent diseases the cost could 
be very substantial. 

From a medical viewpoint, present provisions of the law and regula- 
tions on this subject are considered quite liberal and ample provision 
is made for those diseases that have a long incubation period. In 
addition, there are administrative provisions whereby chronic diseases 
generally incurred within a reasonable time after the present presump- 
tive period following active military service can be and are handled 
on an individual basis where there is a likelihood that the condition 
or disease had its inception during military service. Accordingly, the 
Veterans’ Administration does not recommend favorable consideration 
of these proposals by your committee. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the com- 
mittee and that enactment of any of these bills would not be in accord 
with the program of the President. 

Sincerely yours, 
Sumner G. Wuirtisr, 
Administrator. 


DEPARTMENT OF Hearn, EpucaTion, AND WELFARE, 
Pusiic HEALTH SERVICE, 
Washington, D. C., June 16,1958. 
Hon. Otrn E. Tracur, 
Chairman, Committee on Veterans’ Affairs, 
a of Representatives, Washington, D. C. 

Dear Mr. Cuairman: This reply is in response to your letter of 
June 3 which raised specific questions on multiple se ‘lerosis and on 
psychoses in relation to provisions of law governing the statutory 
presumptions of service connection for spec ified diseases and condi- 
tions. You have also asked whether the 3-year presumptive period 
for tuberculosis and the 1-year period for other diseases listed in the 
presumption sections of Public Law 85-56 should be extended to 
longer periods. 

Multiple sclerosis.—Although considerable information continues 
to be accumulated on multiple sclerosis the cause of the disease is still 
unknown. It is uncertain whether multiple sclerosis is a disease 
entity (i. e., due to a direct sequence of events with a single precipitat- 
ing cause) or whether it is a syndrome of several disease entities due 
to a variety of causes. The “latent” period for multiple .sclerosis 
is also unknown; i. e., we do not know how much time must elapse 
from exposure to a predisposed or precipitating cause to the onset of 
initial symptoms. Additional relevant information may be obtained 
in the next few years from a combined research project by the Na- 
tional Research Council, the National Institutes of Health, and the 
Veterans’ Administration on the epidemiology and prognosis of 
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multiple sclerosis. At the present time, however, no new facts are 
available which would warrant changing the 2-year presumptive 
period. 

You have also asked, ‘Can it be stated categorically that a man 
who develops multiple sclerosis within 5 years after his discharge from 
the service did not develop the peach in the service?” Because of 
the long period of remissions which are known to occur in this disease, 
it is highly probable there would be some men who develop their orig- 
inal sy mptoms of illness (e. g., acute retrobulbar neuritis) during their 
service, but who would not develop other symptoms which would 
lead to the diagnosis of multiple sclerosis until several years later. 
However, because acute retrobulbar neuritis (and the same could be 
said for many other symptoms) is well recognized as one of the initial 
disabilities of multiple sclerosis, there w ould be no problem in a man’s 
justifying his multiple sclerosis as having occurred during his service 
time even, as so often happens, if he had a complete recovery from his 
retrobulbar neuritis while in the service. 

The questions you have raised might also be interpreted as to 
whether exposure to some unknown factor of military life would 
have resulted in the development of the disease even 5 years later. 
No direct answer can be given to this point. We do not know 
whether “exposure”’ is necessary in the period immediately preceding 
the earliest onset of symptoms or whether “exposure” in childhood, 
adolescence, or even several months or years prior to onset is required. 
It might be pointed out that we are also not in a position to deter- 
mine whether individuals developing multiple sclerosis within 5 years 
after entering the service were likewise predisposed in their civilian 
life and were destined to develop the illness whether in the service 
or not. 

Psychoses.—No new evidence is available whic h would support a 
change in the l-year presumption period. As is well recognized, 
there are many conflicting theories as to the genesis of psychoses, 
which range from the genetic-biological to those which are sociopsy- 
chological in nature. ‘Almost all of them employ a predisposition to 
the illness which dates back to early life. It is reasonably safe in 
assuming that if a psychosis had not developed within 1 year after 
the termination of military service, the events of service life could 
hardly be regarded as having prec ipitated the reaction. 

Other diseases on the list in Public Law 85-56—In general, the 
Public Health Service does not believe a change in the presumption 
period is required for any of the diseases listed, with the possible 
exception of leprosy. The presumptive period in leprosy might be 
extended to 5 years or longer in order to give individuals who had 
been stationed in areas of the world where the disease is known to 
exist a reasonable period in which the disease process may manifest 
itself clinically or be amenable to clinical diagnostic procedures. 

In view of the tremendous import to the Government in terms of 
compensation related to the diseases listed in the presumption section 
in Public Law 85-56, the Committee on Veterans’ Affairs may wish 
to consider asking the Veterans’ Administration to constitute groups 
of experts in the various disease categories to discuss those in their 
sphere of cognizance. Because of the complexity of causative factors 
in many of these diseases and the lack of definitive data, no one 
individual can provide satisfactory answers to the questions listed 
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in your letter. It seems desirable, therefore, to bring together a 
number of exports in each disease category in order that they may 
discuss the problem and arrive at an opinion formed from joint 
discussions and deliberations. The “Public Health Service has a 
number of experts on these various diseases and would be happy to 
make them available for participation in such discussions. 

I hope these comments will be helpful to the committee. If the 
Public Health Service can be of further assistance, we will be glad to 
cooperate in any way we can. 

Sincerely yours, 
Joun D. PorrerFre.p, 
Acting Surgeon General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SUBPARAGRAPH (c) OF ParaGrapH I, Pari I, VETERANS 
REGULATION NUMBERED 1 (a), AS AMENDED 


(Repealed by Public Law 85-56) 


That for the purposes of paragraph I (a) hereof : 

Fae disease becoming manifest to a degree of 10% or 
more within one year from the date of se paration ‘from 
active service as set forth therein shall be considered to 
have been incurred in or aggravated by service as specified 
therein notwithstanding there is no record of evidence of 
such disease during the period of active service; provided 
the person suffering from such disease served 90 days or 
more in the active service as specified therein; provided, 
however, that—Where there is affirmative evidence to the 
contrary, or evidence to establish that an intercurrent 
injury or disease which is a recognized cause of such chronic 
disease, has been suffered between the date of discharge 
and the onset of the chronic disease, or the disability is due 
to the person’s own misconduct, service connection will not 
be in order: Provided further, That the term “‘chronic disease”’ 
as used in this paragraph shall include anemia, primary; 
arteriosclerosis, [arthritis,] bronchiestasis; calculi of the 
kidney, bladder, or gall bladder; cardiovascular-renal dis- 

ase, including hypertension, myocarditis, Buerger’s disease 
and Raynaud’s disease; cirrhosis of the liver; coccidioido- 
mycosis; endocarditis; diabetes, mellitus; endocrinopathies, 
epilepsies; Hodgkin’s disease; leukemia, ne phritis; osteitis, 
Sticsenin osteomalacia; organic diseases of the nervous sys- 
tem, including tumors of the brain, cord, or peripheral nerves; 
encephalitis lethargica residuals; scleroderma; [tuberculosis, 
active (other than pulmonary);] tumors, malignant; ulcers, 
peptic (gastric or duodenal) and such other chronic diseases 
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as the Administrator of Veterans’ Affairs may add to this 
list: [Provided further, That active pulmonary tuberculosis 
or all other types of active tuberculosis developing a 10 per 
centum degree of disability or more within three years, or 
multiple sclerosis developing a 10 per centum degree of 
disability or more within two years from the date of separa- 
tion from active service, shall, in the absence of sfiinhative 
evidence to the contrary, be deemed to have been incurred 
in or aggravated by active service:] Provided further, That 
active tuberculosis, arthritis, psychoses, or multiple sclerosis 
developing a 10 per centum Rta of disability or more within 
three years from the date of separation from active service, shall, 
in the absence of affirmative evidence to the contrary, be deemed 
to have been incurred in or aggravated by active service: And 
provided further, That, subject to the limitations of this sub- 
paragraph, tropical diseases, such as cholera; dysentery; 
filariasis ; leishmaniasis ; leprosy : loiasis; malaria ; black water 
fever; onchocerciasis; oroya fever; dracontiasis; pinta; 
plague; schistosomiasis; yaws; yellow fever and others and 
the resultant disorders or diseases originating because of 
therapy, administered in connection with such diseases, or 
as a preventative thereof, shall be accorded service connec- 
tion when shown to exist within one year after separation 
from active service or at a time when standard and accepted 
treatises indicate that the incubation period thereof com- 
menced during active service. Nothing in this paragraph 
shall be construed to prevent service connection for any 
disease or disorder otherwise shown by sound judgment to 
have been incurred in or aggravated by active service. 


CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED 


For the information of the Members of the House, changes in exist- 
ing law made by the bill, as reported, are shown as follows (existing 
law proposed to be omitted is enclosed in black brackets, new matter 


is printed in italic, existing law in which no change is proposed is 
shown in roman): 


Section 313 or THE VETERANS’ Benerits Act oF 1957 
(38 U. S. C. 2313) 


PRESUMPTIONS RELATING TO CERTAIN DISEASES 


Sec. 313. For the purposes of section 310, and subject to 
the provisions of section 314, in the case of any veteran who 
served for ninety days or more during a period of war— 

(1) a chronic disease becoming manifest to a degree 
of 10 per centum or more within one year from the date 
of separation from such service; 

(2) a tropical disease, and the resultant disorders or 
disease originating because of therapy, administered in 
connection with such diseases, or as a preventative 
thereof, becoming manifest to a degree of 10 per centum 
or more within one year from the date of separation from 
such service, or at a time when standard or accepted 








10 VETERANS REGULATIONS REGARDING MULTIPLE SCLEROSIS 


treatises indicate that the incubation period thereof com- 
menced during such service; 

(3) active tuberculous disease developing a 10 per 
centum degree of disability or more within three years 
from the date of separation from such service; 

(4) multiple sclerosis developing a 10 per centum 
degree of disability or more within [two] three years 
from the date of separation from such service; 

shall be considered to have been incurred in or aggr avated by 
such service, notwithstanding there is no record of evidence 
of such disease during the period of service. 


O 
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EFFECTIVE DATE OF CERTAIN STATUTORY AWARDS 


JuNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Teaaue of Texas, from the Committee on Veterans’ Affairs ‘ 
’ ’ 


ruc 
ar 
t { 


submitted the following a MICHIGAN 


REPORT 


[To accompany H, R. 2770] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 2770) to provide that no application shall be required for the 
payment of statutory awards for certain conditions which, prior to 
August 1, 1952, have been determined by the Veterans’ Administra- 
tion to be service connected, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert: 

That in any case in which the Administrator of Veterans’ Affairs determined 
before August 1, 1952, that the tom or loss of use of a creative organ, or arrested 
tuberculosis, suffered ‘by any veteran was service connected, and such loss or 
loss of use, or tuberculosis, would have been compensable under the amendments 
made by Public Law 427, Eighty-second Congress, if application therefor had 
been made on August 1, 1952, then the Administrator shall pay to such veteran 
in a lump sum the total amounts which would have been payable to him on 
account of such loss or loss of use, or tuberculosis, under such amendments and 
under section 315 (k), or (q), as appropriate, of the Veterans’ Benefits Act of 
1957, before the date of enactment of this Act, if such veteran had applied therefor 
on August 1, 1952, reduced by the amounts paid to him before such date of 
enactment under such amendments and such section 315 (k) or (q). 


EXPLANATION OF THE BILL 


This bill authorizes the payment of the statutory award of $47 a 
month for the loss or loss of use of a creative organ, and the statutory 
award of $67 monthly for arrested tuberculosis (provided for World 
War II and Korean conflict veterans by the act of June 30, 1952) in 
all cases determined to be service connected at the effective date of 
the amendatory act—August 1, 1952—without the requirement of a 
claim being filed in such cases for the new benefit. 
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Public Law 427, 82d Congress, authorized increases in a number of 
existing rates of compensation payable for certain conditions, and also 
authorized for the first time under Public No. 2, 73d Congress, statu- 
tory awards for the loss or loss of use of a creative organ, and arrested 
tuberculosis. Prior to this time similar statutory awards for these 
conditions were available only to veterans of World War I. The 
Veterans’ Administration in instruction No. 1 implementing the above 
law provided, among other things, for an automatic increase as of 
August 1, 1952, in the rates of existing awards payable to persons 
then on the rolls. However, the new minimum rate for arrested 
tuberculosis and the special allowance for the loss of a creative organ 
were considered as new benefits as to which an application was 
required, with payment authorized only from the date of filing the 
claim. 

It is the belief of the committee that both of these new awards 
should have been automatic with respect to cases in which service 
connection of the condition had already been determined, without the 
application the Veterans’ Administration has seen fit to require. This 
bill would accomplish that purpose. 

Concerning the cost, the Veterans’ Administration has reported 
that “‘the cost should not be great for the first year and it should be 
negligible, or nonexistent, for subsequent years.” 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., April 1, 1957. 
Hon. Ourn E. Treacue, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Treacue: Reference is made to your request for a report 
by the Veterans’ Administration on H. R. 69, 85th Congress, a bill 
to provide that no application shall be required for the payment of 
statutory awards for certain conditions which, prior to August 1, 
1952, have been determined by the Veterans’ Administration to be 
service connected. 

The purpose of the bill is to authorize payment of the statutory 
award of $47 monthly for the anatomical loss or loss of use of a creative 
organ and the statutory award of $67 monthly for an arrested tuber- 
culous disease (provided initially under subpars. (k) and (q), respec- 
tively, of par. II, pt. 1, Veterans Regulation No. 1 (a) by Public Law 
427, 82d Cong., approved June 30, 1952) in all cases determined to 
be service connected at the effective date of the amendatory act, 
without the requirement of a claim being filed in such cases for the 
new benefit. 

H. R. 69 is identical with H. R. 6937 and H. R. 7144, 84th Congress. 
H. R. 7144 passed the House of Representatives on May 7, 1956. 
The Veterans’ Administration submitted a report to your committee 
on H. R. 6937 under date of July 6, 1955 (Committee Print No. 150), 
a copy of which is enclosed. The views expressed in the mentioned 
report on H. R. 6937 are equally applicable to H. R. 69, 85th Congress. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
H. V. Hiatry, Administrator. 
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VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 


Washington 25, D. C., July 6, 1956. 
Hon. Ourn E. Teague, 


Chairman, Committee on Veterans’ Affairs, 
House of Represeniatives, Washington 25, D. C. 


Dear Mr. Treacue: Reference is made to your request for a report 
by the Veterans’ Administration on H. R. 6937, 84th Congress, a bill 
to provide that no application shall be required for the payment of 
statutory awards for certain conditions which, prior to August 1, 1952, 
have been determined by the Veterans’ Administration to be service 
connected. 

The purpose of the bill is to authorize payment of the statutory 
award of $47 monthly for the snateaninel loss or loss of use of a 
creative organ and the statutory award of $67 monthly for arrested 
tuberculous disease (provided initially under subpars. (k) and (q), 
respectively, of par. II, pt. I, Veterans Regulation No. 1 (a), by Pub- 
lic Law 427, 82d Cong., approved June 30, 1952) in all cases deter- 
mined to be service connected at the effective date of the amendatory 
act, without the requirement of a claim being filed in such cases for 
the new benefit. 

Public Law 427, 82d Congress, authorized increases in the existing 
rates payable for certain conditions and, as indicated, provided for 
the first time under Public, No. 2, 73d Congress, a rate of compen- 
sation ($47 monthly) for the loss of use of a creative organ with 
respect to veterans of World War II and those who served on or 


after June 27, 1950, and prior to February 1, 1955. The benefit was 
previously available under other law only to veterans of World War 
I. Likewise, the act provided for the first time a statutory rate of 
compensation ($67 monthly) for arrested tuberculous disease for 
veterans of World War II and for those who served on or after June 


27, 1950, and prior to February 1, 1955, which benefit previously 
was available only to veterans of World War I. 

Veterans’ Administration Instruction No. 1, implementing Public 
Law 427, provided, among other things, for an automatic increase as 
of August 1, 1952 (the effective date of Public Law 427), in the rates 
of existing awards payable to persons then on the rolls. However, 
the minimum rate for arrested tuberculosis of a noncompensable 
degree and the special allowance for the loss of use of a creative organ 
were considered as new benefits as to which an application would 
be required with payment authorized from the date of filing claim. 

Recognition of the fact that new benefits were to be granted in this 
instance is reflected in the reports from the Committee on Veterans’ 
Affairs, House of Representatives, and the Senate Finance Committee 
(H. Rept. No. 1931; S. Rept No. 1681) which considered H. R. 7783, 
82d Congress, subsequently enacted as Public Law 427, to the effect 
that the bill authorized for the first time a statutory award for the 
loss or loss of use of a creative organ with respect to veterans of World 
War II and veterans of the Korean conflict. The right to the benefit 
was created by the act. It did not exist prior to the enactment of 
Public Law 427, 82d Congress. The same reasoning is applicable as 
to cases of arrested tuberculosis. 

There are no readily available data as to the number of veterans 
who might benefit under the provisions of the bill. Therefore, no 
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estimate of the cost of the bill, if enacted, can be submitted. How- 
ever, it is obvious that the cost of the proposed legislation is limited 
to retroactive benefits for a presumably small group. The cost should 
not be great for the first year and should be negligible or nonexistent, 
for subsequent years. 

Although the direct effects of H. R. 6937 would not be of major 
significance, it is believed that enactment of the bill would be an 
unwise precedent, particularly with respect to requiring automatic 
review of cases not actively on the rolls at the time of enactment of 
new benefit legislation. 

Due to the urgent request of the committee for a report on this 
measure, there has not been sufficient time in which to ascertain from 
the Bureau of the Budget the relationship of the proposed legislation 
to the program of the President. 

Sincerely yours, 


JoHN S. PATTERSON, 
Deputy Administrator 
(For and in the absence of H. V. Higley, Administrator). 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 7 oF Pusuiic Law 427, E1iaguty-Seconp CoNnGREsSs 
(‘Repealed by Public Law 85-56) 


Sec. 7. The rates of compensation authorized by this Act shall be 
effective from the first day of the second calendar month following the 
date of approval of this Act. No application shall be required for the 
payment of compensation under this Act for the loss or loss of use of a 
creative organ or for an arrested tuberculous disease in any case, whether 
or not now on the rolls, in which a determination of service connection 
of such condition has been made or is made by the Administrator of 
Veterans’ Affairs pr or to August 1, 1962. 


O 
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PROVIDING THAT AN AID AND ATTENDANCE ALLOWANCE OF $200 
PER MONTH SHALL BE PAID TO CERTAIN PARAPLEGIC VETER- 
ANS DURING PERIODS IN WHICH THEY ARE NOT HOSPITALIZED 
AT GOVERNMENT EXPENSE 


JUNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Tracur of Texas, from the Committee on Veterapis’\V Affairs, v 
submitted the following oer 


REPORT 


[To accompany H. R. 3630] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 3630) to amend Veterans Regulation No. 1 (a) to provide that 
an aid and attendance allowance of $200 per month shall be paid to 
triple and quadruple amputees during periods in which they are not 
hospitalized at Government expense, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill, as amended, do pass. 

The amendments are as follows: 


(1) On page 1, lines 3 and 4, strike out “‘paragraph I of part I of 
Veterans Regulation Numbered 1 (a)” and insert in lieu thereof: 


section 315 of the Veterans’ Benefits Act of 1957 (38 U.S. C. 
2315) 


(2) On page 2, lines 4 and 5, strike out: 


this part or the compensation prescribed by part II of this 
regulation 


and insert in lieu thereof: 
this section or the compensation prescribed by section 335 
(3) Amend the title so as to read: 


A bill to amend the Veterans’ Benefits Act of 1957 to pro- 
vide that an aid and attendance allowance of $200 per month 
shall be paid to certain amputees and paraplegic veterans 
during periods in which they are not hospitalized at Gov- 
ernment expense. 
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EXPLANATION OF THE BILL 


This bill would provide an additional allowance of $200 a month 
for triple and quadruple amputees or for veterans who have suffered 
the permanent loss of use of both hands and one or both feet, or of both 
feet and one or both of his hands, and who is in need of regular aid 
and attendance, in addition to the compensation to which he is 
regularly entitled. The additional allowance, however, would be 
payable only for periods during which the veteran was not hospitalized 
at Government expense. 

Many of the veterans covered by this legislation, the amputee or 
paraplegic group, are receiving compensation as high as $450 a month. 
This compensation they continue to receive whether or not they are 
hospitalized, the only general exception being in the case of single 
veterans who have a portion of their compensation withheld at the 
expiration of 6 months’ hospitalization. This amount is later given 
to them upon discharge from the hospital. There is no such provision 
for veterans with dependents. 

It costs approximately $28 a day to hospitalize one of these veterans. 
The Veterans’ Administration is unable to estimate the cost of this 
bill. It is evident that the gross cost of the additional allowances 
would partly be offset—perhaps to a substantial degree—by the 
savings to the Government realized for those periods during which 
many of the veterans concerned would otherwise be hospitalized at 
Government expense. There are presently some 1,800 such cases 
hospitalized at Government expense. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., June 3, 1958. 
Hon. Ourn E. TEeaGcue, 
Chairman, Committee on Veterans’ Affairs, 
Heuse of Representatives, Washington, D. C. 

Drar Mr. Tracue: This report is submitted, at your request, on 
H. R. 3630, 85th Congress, a bill to provide an aid and attendance 
allowance of $200 per month for triple and quadruple amputees, 
among others, during periods in which they are not hospitalized at 
Government expense. 

The bill provides that if a disabled person, as the result of service- 
incurred disability, has suffered the anatomical loss or permanent loss 
of use of both hands and 1 or both of his feet, or of both feet and 1 or 
both of his hands, and is in need of regular aid and attendance, he 
shall be paid, in addition to any other compensation authorized, a 
monthly aid and attendance allowance at the rate of $200 except for 
such time as he may be hospitalized at Government expense. 

It is noted that the bill proposes to amend Veterans Regulation 
No. 1 (a), part I, which, as the committee is aware, was repealed and 
restated by Public Law 85-56. The appropriate provision for amend- 
ment is now section 315 of the latter law. 

It should be pointed out that although the title of the bill indicates 
that the proposed additional allowance would be paid to “triple and 
quadruple amputees,” the body of the bill would include all persons 
whose disabilities involve ‘‘permanent loss of use’’ of 3 or 4 extremi- 
ties, as well as those involving actual loss. The bill would therefore 
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provide the additional allowance for a number of other groups of dis- 
abilities in addition to triple or quadruple amputations. Such other 
disabilities include spinal-cord injuries, anterior poliomyelitis, brain 
tumors, multiple sclerosis, other chronic neurological diseases, mul- 
tiple arthritis, orthopedic conditions involving ankylosis, etc., and 
various combinations of disabilities. It must also be recognized that 
certain veterans who do not presently have service-connected loss or 
loss of use of 3 or 4 extremeities will sooner or later manifest such loss 
or loss of use in the usual course of progress of their respective dis- 
abilities. 

As the committee is aware, service-connected disabilities are rated 
under a schedule which is designed to reflect the av erage impariment 
in earning capacity brought ‘oon by such disabilities. Disabilities 
rated as 100 percent, or “totally disabling, warrant the payment of 
compensation in the amount of $225 monthly (in wartime cases). 
However, by specific statutory provisions the Congress has authorized 
substantially higher amounts of monthly compensation for disabili- 
ties, such as contemplated by the bill, involving the loss or loss of use 
of two or more of the extremities, blindness, and other conditions 
which render a person so helpless as to be in need of regular aid and 
attendance. These higher rates range from $309 to $450 per month, 
according to the severity of the condition. The need for regular aid 
and attendance has been taken into consideration by the Congress, in 
establishing, and from time to time increasing, the mentioned special 
rates which are substantially higher than the basic rate for total dis- 
ability. Such rates were last increased by the first session of this 
Congress under Public Law 85-168. The $200 additional allowance 
proposed by the bill, also for the purpose of providing regular aid 
and attendance, would, during the period a veteran was not hospital- 
ized by the Government, result in a pyramiding of benefits for the 
same losses. 

In view of the indeterminate factors involved, the Veterans’ 
Administration is unable to submit an estimate of the cost of the bill, 
if enacted. 

As indicated above, the Congress has provided liberal rates of 
monthly compensation substantially higher than the basic rate for 
total disability in consideration of certain severe types of disabilities 
which by their nature may require regular aid and attendance. The 
additional allowance proposed by the bill, which is based on the 
same factor of need for aid and attendance, does not appear to be 
justified. Accordingly, the Veterans’ Administration is unable to 
recommend favorable consideration of H. R. 3630 by your committee. 

Advice has been received from the Bureau of the Budget that 
there would be no objection to the submission of this report to the 
committee and that the Bureau strongly recommends against enact- 
ment of the proposed legislation. 

Sincerely yours, 
Sumner G. WHITTIER, 
Administrator. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italic, existing 


law in which no change is proposed is shown in roman): 


PARAGRAPHS I anp II or Part I or VETERANS REGULATION 
NUMBERED 1 (a) 


(Repealed by Public Law 85-56) 
Part I 


PENSIONS TO VETERANS AND THE DEPENDENTS OF VETERANS 
FOR DISABILITY OR DEATH RESULTING FROM ACTIVE MILI- 
TARY OR NAVAL SERVICE DURING THE SPANISH-AMERICAN 
WAR, BOXER REBELLION, PHILIPPINE INSURRECTION, 
AND/OR THE WORLD WAR 


I. (a) For disability resulting from personal injury or 
disease contracted in line of duty, or for aggravation of a pre- 
existing injury or disease contracted or suffered in line of 
duty, when such disability was incurred in or aggravated by 
active military or naval service during an enlistment or 
employment entered into on or after April 21, 1898, and 
before August 13, 1898, where the injury or disease was 
incurred or aggravated prior to July 5, 1902; or during an 
enlistment or employment where there was actual participa- 
tion in the Philippine Insurrection on or after August 13, 
1898, and before July 5, 1902; provided, however, that if the 
person was serving with the United States military forces 
engaged in the hostilities in the Moro Province the dates 
herein stated shall extend to July 15, 1903; or during an enlist- 
ment or employment where there was actual participation 
in the Boxer Rebellion on or after June 20, 1900, and before 
May 13, 1901: or during an enlistment or employment entered 
into on or after April 6, 1917, and before November 12, 1918, 
where the disease or injury w as incurred prior to July 2, 1921; 
provided, however, if the person was serving with the U nited 
States military forces in Russia the dates herein shall be 
extended to April 1, 1920; or during an enlistment or employ- 

ment entered into on or after December 7, 1941, and before 
the termination of hostilities incident to the present war as 
determined by proclamation of the President or by concur- 
rent resolution of the Congress; or where such disability was 
incurred in or aggravated by active military or naval service 
during an enlistment or employment where there was active 
service in the Spanish-American War, or actual participation 
in the Boxer Rebellion, or Philippine Insurrection, or active 
service in the World War or in World War II during the dates 
specified ; or where such disability was incurred in or aggra- 
vated in active service in the Armed Forces on or after June 
27, 1950, and prior to February 1, 1955, the United States 
will pay to any person thus disabled and who was honorably 
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discharged a pension as hereinafter provided, but no pension 
shall be paid if the disability is the result of the person’s own 
misconduct. 

(b) For the purposes of paragraph I (a) hereof every 
person employed in the active military or naval service 
shall be taken to have been in sound condition when ex- 
amined, accepted, and enrolled for service except as to 
defects, infirmities, or disorders noted at the time of the 
examination, acceptance, and enrollment, or where clear 
and unmistakable evidence demonstrates that the injury 
or disease existed prior to acceptance and enrollment and 
was not aggravated by such active military or naval service. 

(c) That for the purposes of paragraph I (a) hereof a 
chronic disease becoming manifest to a degree of 10% or 
more within one year from the date of separation from 
active service as set forth therein shall be considered to 
have been incurred in or aggravated by service as specified 
therein notwithstanding there is no record of evidence of 
such disease during the period of active service; provided 
the person suffering from such disease served 90 days or more 
in the active service as specified therein; provided, however, 
that—Where there is affirmative evidence to the contrary, 
or evidence to establish that an intercurrent injury or dis- 
ease which is a recognized cause of such chronic disease, has 
been suffered between the date of discharge and the onset of 
the chronic disease, or the disability is due to the person’s own 
misconduct, service connection will not be in order: Provided 
further, That the term “chronic disease’’ as used in this para- 
graph shall include anemia, primary; arteriosclerosis, arthri- 
tis, bronchiestasis; calculi ‘of the kidney, bladder, or gall 
bladder; cardiovascular-renal disease, including hyper tension, 
myocarditis, Buerger’s disease and Raynaud’s disease; 
cirrhosis of the liver; coccidioidomycosis; endocarditis; dia- 
betes, mellitus; endocrinopathies, epilepsies; Hodgkin’s dis- 
ease; leukemia, nephritis; osteitis, deformans; osteomalacia; 
organic diseases of the nervous system, including tumors of 
the brain, cord, or peripheral nerves; encephalitis lethargica 
residuals; scleroderma; tuberculosis, ‘active (other than pul- 
monary); tumors, malignant; ulcers, peptic (gastric or 
duodenal) and such other chronic diseases as the Adminis- 
trator of Veterans’ Affairs may add to this list: Provided 
further, That active pulmonary tuberculosis or all other 
types of active tuberculosis developing a 10 per centum de- 
gree of disability or more within three years, or multiple 
sclerosis developing a 10 per centum degree of disability or 
more within two years from the date of separation from ac- 
tive service, shall, in the absence of affirmative evidence to 
the contrary, be deemed to have been incurred in or aggra- 
vated by active service: And provided further, That, subject 
to the limitations of this subparagraph, tropical diseases, 
such as cholera; dysentery; filariasis; leishmaniasis; leprosy; 
loiasis; malaria; black water fever: onchocerciasis; oroya 
fever; dracontiasis; pinta; plague; ’ schistosomiasis ; yaws; 
yellow fever and others and the resultant disorders or diseases 
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originating because of therapy, administered in connection 
with such diseases, or as a preventative thereof, shall be 
accorded service connection when shown to exist within 
one year after separation from active service or at a time 
when standard and accepted treatises indicate that the in- 
cubation period thereof commenced during active service. 
Nothing in this paragraph shall be construed to prevent 
service connection for any disease or disorder otherwise 
shown by sound judgment to have been incurred in or 
aggravated by active service. 

(d) That for the purposes of paragraph I (a) hereof a pre- 
existing injury or disease will be considered to have been 
aggravated by active military service as provided for therein 
where there is an increase in disability during active service 
unless there is a specific finding that the increase in disability 
is due to the natural progress of the disease. 

II. That for the purposes of part I, paragraph I (a) hereof, 
if the disability results from injury or disease: 

(a) If and while the disability is rated 10 per centum the 
monthly compensation shall be $19. 

(b) If and while the disability is rated 20 per centum the 
monthly compensation shall be $36. 

(c) If and while the disability is rated 30 per centum the 
monthly compensation shall be $55. 

(d) If and while the disability is rated 40 per centum the 
monthly compensation shall be $73. 

(e) If and while the disability is rated 50 per centum the 
monthly compensation shall be $100. 

(f) If and while the disability is rated 60 per centum the 
monthly compensation shall be $120. 

(gz) If and while the disability is rated 70 per centum the 
monthly compensation shall be $140. 

(h) If and while the disability is rated 80 per centum the 
monthly compensation shall be $160. 

(i) If and while the disability is rated 90 per centum the 
monthly compensation shall be $179. 

(j) If and while the disability is rated as total the monthly 
compensation shall be $225. 

(k) If the disabled person, as the result of service-incurred 
disability, has suffered the anatomical loss or loss of use of 
a creative organ, or one foot, or one hand, or both buttocks, 
or blindness of one eye, having only light perception, the 
rate of compensation therefor shall be $47 per month inde- 
pendent of any other compensation provided in part I, 
paragraph I], subparagraphs (a) to (j); and in the event of 
anatomical Joss or loss of use of a creative or gan, or one foot, 
or one hand, or both buttocks, or blindness of one eye, hav- 
ing only light perception, in addition to the requirement for 
any of ‘the rates specified in subparagraphs (1) to (n), inclu- 
sive, of part I, paragraph II, the rate of compensation shall 
be increased by $47 per month for each such loss or loss of 
use, but in no event to exceed $450 per month. 

(1) If the disabled person, as the result of service-incurred 
disability, has suffered the anatomical loss, or loss of use of 
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both hands, or both feet, or of one hand and one foot, or is 
blind in both eyes, with 5/200 visual acuity or less, or is 
permanently bedridden or so helpless as to be in need of reg- 
ular aid and attendance, the monthly pension shall be $309. 

(m) If the disabled person, as the result of service-incurred 
disability, has suffered the anatomical loss or loss of use of 
two extremities at a level, or with complications, preventing 
natural elbow or knee action with prosthesis in place, or has 
suffered blindness in both eyes, rendering him so helpless as 
to be in need of regular aid and attendance, the monthly 
pension shall be $359. 

(n) If the disabled person, as the result of service-incurred 
disability, has suffered the anatomical loss of two extremities 


so near the shoulder or hip as to prevent the use of a prosthetic 


appliance or has suffered the anatomical loss of both eyes, 
the monthly pension shall be $401. 

(o) If the disabled person, as the result of service-incurred 
disability, has suffered disability under conditions which 
would entitle him to two or more of the rates provided in 
one or more of the subparagraphs (1) to (n), imclusive of 
part I, paragraph II of this regulation, no condition being 
considered twice in the determination, or has suffered total 
deafness in combination with total blindness with 5/200 visual 
acuity or less, the monthly pension shall be $450. 

(p) In the event the disabled person’s service-incurred 
disabilities exceed the requirements for any of the rates 
prescribed herein, the Administrator, in his discretion, may 
allow the next higher rate or an intermediate rate, but in 
no event in excess of $450. 

(q) If the disabled person is shown to have had a service- 
incurred disability resulting from an active tuberculous 
disease, which disease in the judgment of the Administrator 
of Veterans’ Affairs has reached a condition of complete 
arrest, the monthly compensation shall be not less than $67. 

(r) If a disabled person, as the result of service-incurred 
disability, has suffered the anatomical loss or permanent loss 
of use of both hands and one or both of his feet, or of both feet 
and one or both of his hands, and is in need of reqular aid and 
attendance, he shall be paid, in addition to the compensation 
prescribed by the foregoing provisions of this part or the com- 
pensation prescribed by part II of this regulation, a monthly aid 
and attendance allowance at the rate of $200 for all periods 
during which he is not hospitalized at Government expense. 
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CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED 


For the information of the Members 
ing law made by the bill, as reported, are shown as follows (existing 
law proposed to be omitted is enclosed in black brackets, new matter 
is printed in italic, existing law in which no change is proposed is shown 


in roman): 


Section 315 oF THE oe ; Benerits Act or 1957 


SEc. 


(38 U.S. C. 2315) 
RATES OF WARTIME DISABILITY COMPENSATION 


315. For the purposes of section 310— 

(a) if and while the disability is rated 10 per centum 
the monthly compensation shall be $19; 

(b) if and while the disability is rated 20 per centum 
the monthly compensation shall be $36; 

(c) if and while the disability is rated 30 per centum 
the monthly compensation shall be $55; 

(d) if and while the disability is rated 40 per centum 
the monthly compensation shall be $7 3; 

(e) if and while the disability is rated 50 per centum 
the monthly compensation shall be $100; 

(f) if and while the disability is rated 60 per centum 
the monthly compensation shall be $120; 

(g) if and while the disability is rated 70 per centum 
the monthly compensation shall be $140; 

(h) if and while the disability is rated 80 per centum 
_ monthly compensation shall be $160; 

) if and while the disability is rated 90 per centum 
ie. namie compensation shall be $179; 

(j) if and while the disability is rated as total the 
monthly compensation shall be $225; 

(k) if the veteran, as the result of service-incurred 
disability, has suffered the anatomical loss or loss of use 
of a creative organ, or one foot, or one hand, or both 
buttocks, or blindness of one eye, having only light per- 
ception, the rate of compensation therefor shall be $47 
per month independent of any other compensation pro- 
vided in subsections (a) through (j) of this section; and 
in the event of anatomical loss or loss of use of a creative 
organ, or one foot, or one hand, or both buttocks, or 
blindness of one eye, having only light perception, in 
addition to the requirement for any of the rates specified in 
subsections (1) through (n) of this section, the rate of 
compensation shall be increased by $47 per month for 
each such loss or loss of use, but in no event to exceed 
$450 per month; 

(1) if the veteran, as the result of service-incurred 
disability, has suffered the anatomical loss or loss of use 
of both hands, or both feet, or of one hand and one foot, 
or is blind in both eyes, with 5/200 visual acuity or 
less, or is permanently bedridden or so helpless as to be 
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in need of regular aid and attendance, the monthly 
compensation shall be $309 ; 

(m) if the veteran, as the result of service-incurred 
disability, has suffered the anatomical loss or loss of use 
of two extremities at a level, or with complications, pre- 
venting natural elbow or knee action with prosthesis in 
place, or has suffered blindness in both eyes, rendering 
him so helpless as to be in need of regular aid and at- 
tendance, the monthly compensation shall be $359; 

(n) if the veteran, as the result of service- -incurred 
disability, has suffered the anatomical loss of two ex- 
tremities so near the shoulder or hip as to prevent the 
use of a prosthetic appliance or has suffered the antom- 
ical loss of both eyes, the monthly compensation shall 
be $401; 

(o) if the veteran, as the result of service-incurred 
disability, has suffered disability under conditions which 
would entitle him to two or more of the rates provided in 
one or more subsections (1) through (n) of this section, 
no condition being considered twice in the determination, 
or has suffered total deafness in combination with total 
blindness with 5/200 visual acuity or less, the monthly 
compensation shall be $450; 

(p) in the event the veteran’s service-incurred dis- 
abilities exceed the requirements for any of the rates 
prescribed in this section, the Administrator, in his 
discretion, may allow the next higher rate or an inter- 
mediate rate, but in no event in excess of $450; and 

(q) if the veteran is shown to have had a service-in- 
curred disability resulting from an active tuberculous 
disease, which disease in ‘the judgment of the Adminis- 
trator has reached a condition of complete arrest, the 
monthly compensation shall be not less than $67. 

(r) If a disabled person, as the result of service-incurred 
disability, has suffered the anatomical loss or permanent 
loss of use of both hands and one or both of his feet, or of 
both feet and one or both of his hands, and is in need of 
regular aid and attendance, he shall be paid, in addition 
to the compensation prescribe d by the foregoing provisions 
of this section or the compensation prescribed by section 
335, a monthly aid and attendance allowance at the rate of 
$200 for all periods during which he is not hospitalized 
at Government expense. 
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PROVIDING ADDITIONAL COMPENSATION FOR VET- 
ERANS HAVING SERVICE-INCURRED DISABILITY OF 
DEAFNESS OF BOTH EARS 


JuNE 26, 1958— Ordered to be printed 


Tracue of Texas, from the Committee on Veterans’ Affairs, 
° . . ne Mit 7 y 
submitted the following Ur! 


REPORT 


[To accompany H. R. 4214] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 4214) to amend the Veterans Regulations to provide additional 
compensation for veterans having the service-incurred disability of 
deafness of both ears, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

aa rs are as follows: 


On page 1, lines 3 and 4, strike out: 


aly IT, part I, Veterans Regulation Numbered 1 (a), as 
amended, 


and insert: 


section 315 of the Veterans’ Benefits Act of 1957 (38 U.S. C. 
2315) 


Amend the title so as to read: 


A bill to amend section 315 of the Veterans’ Benefits Act 
of 1957 to provide additional compensation for veterans 
having the service-incurred disability of deafness of both 
ears. 

EXPLANATION OF THE BILL 


The Congress has long maintained a system of statutory awards for 
service connection veterans, the award being in addition to the basic 
rate of compensation. For example, a veteran who has lost an arm 
above the elbow could be rated at 80 percent resulting in the monthly 
payment of compensation in the amount of $160. In addition to 
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this amount he would receive as a result of the statutory award law, 
$47 making his total monthly compensation $207. 

Under the current schedule for rating disabilities total deafness is 
ratable at 80 percent disabling, which results in compensation for 
wartime cases of $160 monthly. This present 80 percent rate is a 
reduction ordered at the discretion of the Administrator from the 
previous 100 percent rating. The passage of this legislation would 
result in the veteran who suffers from total deafness rec elving $160 
moathly for his wartime disability plus $47 to make a total of $207. 

The committee believes total deafness should be rated as totally 
disabling and takes this means of at least partially rectifying what it 
considers to be an error. 

The Veterans’ Administration estimates that there are approxi- 
mately 730 cases who would be eligible for this statutory award at 
a minimum additional cost of $405,000 the first year. There would 
be a slight increase each year until the fifth year when the cost 
would approximate $446,000. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., June 18, 1958. 
Hon. Orin E. TEAGue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representations, Washington, dD: C. 


Dear Mr. Teacue: The following comments are furnished, as 
requested, on H. R. 4: 214, 85th Congress, a bill to amend the Veterans 
Regulations to provide additional compensation for veterans having 
the service-incurred disability of deafness of both ears. 

As to the form of the bill, it is noted that the provision of law which 
it purports to amend (subpar. (k), par. II, pt. I, Veterans Regulation 
No. 1 (a)), was repealed by the Veterans’ Benefits Act of 1957 "(Public 
Law 85-56, June 17, 1957) and is restated 1 in section 315 (k) of that act. 

The purpose of the bill is to add “deafness of both ears, having 

absence of air and bone conduction” to the other types of service- 
connected disabilities specified in the section quoted below, for which 
an additional award of disability compensation in the amount of $47 
monthly is provided. 

Section 315 (k) of Public Law 85-56 provides as follows: 

“(k) if the veteran, as the result of service-incurred disability, has 
suffered the — loss or loss of use of a creative organ, or one 
foot, or one hand, or both buttocks, or blindness of one eye, having 
only light cipuantien. the rate of compensation therefor shall be $47 
per month independe " of any other compensation provided in 
subsections (a) through (j) of this section; and in the event of anatomi- 
cal loss or loss of use of : creative o organ, or one foot, or one hand, or 
both buttocks, or blindness of one eye, having only lie ht pereeption, in 
addition to the requirement for any of the rates specified in subsections 
(1) through (n) of this section, the rate of compensation shall be 
increased by $47 per month for e ach such loss or loss of use, but in no 
event to exceed $450 per month.’ 

Under the current schedule for rating disabilities, total deafness 
is ratable as 80 percent disabling, for which compensation is payable 
in wartime cases at $160 monthly. If a person is unemployable 





UNI 





DEPOSITED BY THE 
UNITED STAtce + aN face 
ADDITIONAL COMPENSATION FOR CERTAIN DEAF VETERANS 3 


because of such disability, a rating of 100 percent is authorized and 
compensation is payable at $225 monthly. No special award is 
authorized for deafness, except where total deafness is found in com- 
bination with total blindness (as provided in see. 315 (0) of Public 
Law 85-56) in which case the monthly wartime rate of compensation 
is $450. Comparable peacetime cases are compensated at 80 percent 
of the wartime rates. 

The basic rates of compensation for service-connected disability 
are based generally on the theory that the amount of compensation 
payable should be proportionate to the degree of disability resulting 
from injury or disease. The degree of disability represents the average 
impairment in earning capacity resulting from such disability in civil 
occupations. In the absence of a medical or other sound basis, special 
awards in excess of those prescribed according to degree of disability 
create inequities and are difficult to justify. 

It is estimated that enactment of the bill would provide increases 
for approximately 730 cases at a minimum additional cost of $405,000 
the first fiscal year. This additional cost would increase slightly each 
year for the succeeding 4 years and amount to approximately $446,000 
at the end of the fifth year. 

The Veterans’ Administration is in accord with the principle that 
basically the amount of compensation payable should be proportionate 
to the extent of average economic impairment. Any consideration of 
supplementary awards of compensation based on noneconomic factors 
should be approached on a uniform and equitable basis. Statutory 
awards on a piecemeal basis have discriminatory effects. Accordingly, 
[ am unable to recommend favorable consideration of H. R. 4214 
by your committee. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the committee. 

Sincerely yours, 
SumMNER G. WHITTIER, 
Administrator. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


PARAGRAPH II (k) or Part I or Veterans REGULATION 
NUMBERED 1 (a) 


(Repealed by Public Law 85-56) 


(k) If the disabled person, as the result of service-incurred 
disability, has suffered the anatomical loss of loss of use of a 
creative organ, or one foot, or one hand, or both buttocks, 
or blindness of one eye, having only light perception, or deaf- 
ness of both ears, having absence of air and bone conduction, 
the rate of compensation therefor shall be $47 per month 
independent of any other compensation provided in part I, 
paragraph II, subparagraphs (a) to (j); and in the event of 
anatomical loss or loss of use of a creative organ, or one foot, 
or one hand, or both buttocks, or blindness of one eye, having 
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only light perception, or deafness of both ears, having absence 
of air and bone conduction, in addition to the requirement for 
any of the rates specified in subparagraphs (1) to (n), 
inclusive, of part I, paragraph II, the rate of compensation 
shall be increased by $47 per month for each such loss or loss 
of use, but in no event to exceed $450 per month. 


‘CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED 


For the information of the Members of the House, changes in exist- 
ing law made by the bill, as reported, are shown as follows (existing 
law proposed to be omitted is enclosed in black brackets, new matter 
is printed in italics, existing law in which no change is proposed is 
shown in roman): 


Section 315 or THE VETERANS’ BeneFir Act oF 1957 
(AR Lots ik. eo 


RATES OF WARTIME DISABILITY COMPENSATION 


Sec. 315. For the purposes of section 310— 

(a) if and while the disability is rated 10 per centum 
the monthly compensation shall be $19; 

(b) if and while the disability is rated 20 per centum 
the monthly compensation shall be $36; 

(c) if and while the disability is rated 30 per centum 
the monthly compensation shall be $55; 

(d) if and while the disability is rated 40 per centum 
the monthly compensation shall be $73; 

(e) if and while the disability is rated 50 per centum 
the monthly compensation shall be $100; 

(f) if and while the disability is rated 60 per centum 
the monthly compensation shall be $120; 

(g) if and while the disability is rated 70 per centum 
the monthly compensation shall be $140; 

(h) if and while the disability is rated 80 per centum 
the monthly compensation shall be $160; 

(i) if and while the disability is rated 90 per centum 
the monthly compensation shall be $179; 

(j) if and while the disability is rated as total the 
monthly compensation shail be $225; 

(kk) if the veteran, as the result of service-incurred 
disability, has suffered the anatomical loss or loss of 
use of a creative organ, or one foot, or one hand, or 
both buttocks, or blindness of one eye, having only 
light perception, or deafness of both ears, having absence 
of air and bone conduction, the rate of compensation 

therefor shall be $47 per month independent of any 
other compensation provided in subsections (a) through 
(j) of this section; and in the event of anatomical loss 
or loss of use of a creative organ, or one foot, or one 
hand, or both buttocks, or blindness of one eye, having 
only light perception, or deafness of both ears, having 
absence of air and bone conduction, in addition to the 
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requirement for any of the rates specified in subsections 
(1) through (n) of this section, the rate of compensation 
shall be increased by $47 per month for each such loss 
or loss of use, but in no event to exceed $450 per month; 

(1) if the veteran, as the result of service-incurred 
disability, bas suffered the anatomical loss or loss of 
use of both hands, or both feet, or of one hand and one 
foot, or is blind in both eyes, with 5/200 visual acuity or 
less, or is permanently bedridden or so helpless as to be 
in need of regular aid and attendance, the monthly 
compensation shall be $309; 

(m) if the veteran, as the result of service-incurred 
disability, has suffered the anatomical loss or loss of use 
of two extre ‘mities at a level, or with complications, pre- 
venting natural elbow or knee action with prosthesis in 
place, or has suffered blindness in both eyes, rendering 
him so helpless as to be in need of regular aid and attend- 
ance, the monthly compensation shall be $359; 

(n) if the veteran, as the result of service-ineurred 
disability, has suffered the anatomical loss of two extrem- 
ities so near the shoulder or hip as to prevent the use of 
a prosthetic appliance or has suffered the anatomical loss 
of both eyes, the monthly compensation shall be $401; 

(o) if the veteran, as the result of service-incurred 
disability, has suffered disability under conditions which 
would entitle him to two or more of the rates provided 
in One or more subsections (1) through (n) of this see- 
tion, no condition being considered twice in the deter- 
mination, or has suffered total deafness in combination 
with total blindness with 5/200 visual acuity or less, the 
monthly compensation shall be $450; 

(p) in the event the veteran’s service-incurred disabil- 
ities exceed the requirements for any of the rates pre- 
scribed in this section, the Administrator, in his discre- 
tion, may allow the next higher rate or an intermediate 
rate, but in no event in excess of $450; and 

(q) if the veteran is shown to have had a service-in- 
curred disability resulting from an active tuberculous 
disease, which disease in the judgment of the Adminis- 
trator has reached a condition of complete arrest, the 
monthly compensation shall be not less than $67. 
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EXTENDING CERTAIN VETERANS’ BENEFITS TO OR QN 
BEHALF OF DEPENDENT HUSBANDS AND WIDOWERS 
OF FEMALE VETERANS : 


JUNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Tracue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 5322] 


The Committee on Veterans’ Affairs, to whom was referred the 
bill (H. R. 5322) to extend certain veterans’ benefits to or on behalf 
of dependent husbands and widowers of female veterans, having 
considered the same, report favorably thereon with anjamendment 
and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert: 

That title I of the Veterans’ Benefits Act of 1957 is amended by adding at the 
end thereof the following: _ 
“(DEPENDENT HUSBANDS 


“Sec. 107. For the purposes of all laws administered by the Veterans’ Adminis- 
tration, (1) the term ‘wife’ includes the husband of any female veteran if such 
husband is incapable of self-maintenance and is permanently incapable of self- 
support due to physical or mental disability, and (2) the term ‘widow’ includes 
the widower of any female veteran if such widower is incapable of self-maintenance 
and was permanently incapable of self-support due to physical or mental disability 
at the time of the veteran’s death.”’ 

Sec. 2. The Table of Contents in the first section of the Veterans’ Benefits 
Act of 1957 is amended by inserting immediately below ‘‘Sec. 106. Discharge 
or release includes retirement.’’ the following: “Sec. 107. Dependent husbands. 


EXPLANATION OF THE BILL 


This bill provides that for the purposes of all laws administered by 
the Veterans’ Administration, (1) the term ‘‘wife’’ shall include the 
husband of any female veteran if such husband is incapable of self- 
maintenance and is permanently incapable of self-support due to 
physical or mental disability, and (2) the term ‘‘widow”’ shall include 
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the widower of any female veteran if such widower is incapable of 
self-maintenance and was permanently incapable of self-support due 
to physical or mental disability at the time of the veterans’ death. 

The laws relating to this subject have not followed a uniform course 
in their historical development. Under some laws the widower or 
dependent husband of a female veteran has been entitled to certain 
benefits. Others have not included him. 

Remarriage of the widower would bar receipt of any benefits under 
this proposal, and the question of dependency would be determined 
administratively. 

-The committee has amended the bill as suggested by the VA and 
believes such legislation is highly desirable, both on the basis of provid- 
ing uniformity and because it is sound policy to make the benefits 
available to the dependent husbands or widowers of female veterans 
in the same manner as they are available to the wives and widows of 
male veterans. In view of the service rendered to the country during 
World War II particularly, and to a lesser extent during World 
War I, by female components of the Armed Forces, it is believed that 
such action is only fair and just. 

Legislation to accomplish this same general purpose passed the 
House in the 81st and 82d Congresses but failed of enactment in the 
other body. 

There are approximately 321,000 living female veterans of World 
War II, 77,000 of the Korean conflict and 26,000 of the World War I, 
period, but there is no information on which to base an estimate of 
the number who would be affected by the passage of this legislation. 
Therefore, no fixed-cost estimate can be provided. 

The report of the Veterans’ Administration on this bill is as follows: 


VETERANS’ ADMINISTRATION, 
Orrick OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., June 17, 1958. 
Hon. Orin E. Tracue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacus: The following report is submitted, as requested, 
on H. R. 5322, 85th Congress, to extend certain veterans’ benefits to 
or on behalf of dependent husbands and widowers of female veterans. 
This will also serve as a report on a similar bill, H. R. 7448, to provide 
increases of compensation for certain disabled female veterans who 
have dependent husbands. 

H. R. 5322 would make available to or on account of dependent 
widowers and dependent husbands of female veterans those benefits 
now authorized for wives and widows of male veterans under laws 
administered by the Veterans’ Administration which relate to compen- 
sation, pension, retirement pay, and subsistence allowances. 

H. R. 7448 is limited in its effect and would make available to a 
female veteran entitled to compensation for a service-connected dis- 
ability rated not less than 5U percent, additional compensation for a 
dependent husband. This bill proposes to amend the act of July 2, 
1948 (Public Law 877, 80th Cong.), which was repealed and restated 
by the Veterans’ Benefits Act of 1957 (Public Law 85-56). The 
provisions of current law dealing with additional compensation for 
dependents are contained in sections 316 and 336, Public Law 85-56. 





DEPOSITED BY THE 
UNITED STATES OF AMERICA 


EXTENDING CERTAIN VETERANS’ BENEFITS 3 


Generally, benefits administered by the Veterans’ Administration 
are not payable to or on behalf of the husbands and widowers of 
female veterans. If enacted, H. R. 5322 would have the following 
principal effects: 

(1) The additional compensation provided a _ service-con- 
nected disabled male veteran on account of a wife under section 
316 or section 336, Public Law 85-56, would be available to an 
otherwise eligible female veteran with a dependent husband. 

(2) Dependent widowers of deceased female veterans would 
become eligible for death compensation, dependency and in- 
demnity compensation, or death pension if other requirements 
were met. 

In addition, enactment of the bill would accord the dependent hus- 
band of a female veteran the same status as that of a wife or depend- 
ent of a male veteran under provisions of law such as those authoriz- 
ing apportionment of benefits in certain circumstances, withholding 
or discontinuance of benefit payments durimg hospitalization, pay- 
ment of benefits in the case of an incompetent veteran having no 
guardian, ete. 

Further, if H. R. 5322 were enacted, the dependent husband of a 
female veteran who is pursuing education or training under the Serv- 
icemen’s Readjustment Act; Public Law 16, 78th Congress; or Public 
Law 894, 8ist Congress, would be classified as a dependent for pur- 
poses of the increased subsistence allowance payable to an eligible 
veteran with dependents. However, education and training and vo- 
cational rehabilitation for World War II veterans, with few exceptions, 
ended on July 25, 1956, and the number of female veterans of the 
Korean conflict period who are receiving vocational rehabilitation 
training is very small. Accordingly, the effect of the bill on these 
programs would be minimal. 

There is a precedent for legislation to define the terms “wife” and 
“widow” to include the dependent husband or widower of a female 
veteran for purposes of certain benefits administered by the Veterans’ 
Administration. The World War Veterans’ Act, 1924 (sees. 202 (13) 
and 201 (6)), as did the War Risk Insurance Act before it, so defined 
such terms for purposes of payment of additional compensation to an 
eligible female veteran whose husband was dependent upon her for 
support, and for payment of death compensation to the dependent 
widower of a woman veteran who died from service-connected causes. 

The World War Adjusted Compensation Act specifically defined the 
terms ‘‘widow” and “dependent” to include ‘‘widower”’ for purposes 
of benefits (World War I bonus) provided by that act. 

Part VII, Veterans Regulation No. 1 (a), as added by Public Law 16, 
78th Congress, originally provided that a veteran pursuing vocational 
rehabilitation training under that part, whose disability compensation 
was less than the amount payable for total and temporary disability 
including additional amounts for wife, husband, child, and dependent 
parents, would be paid such additional amount as would make the 
aggregate payments equal the amount payable for such total disability. 

The Veterans’ Readjustment Assistance Act of 1952 (Public Law 
550, 82d Cong.) defines the term ‘‘dependent” to include— 


the wife of an eligible veteran, or, in the case of an eligible veteran who is a woman, 
her husband if he is in fact dependent upon the veteran— 





is 


~ 
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for purposes of determining the amount of the education and training 
allowance payable to a veteran pursuing a program of education or 
training under that act. 

Under Public No. 2, 73d Congress, which repealed the foregoing 
provisions of the World War Veterans’ Act, a husband was not con- 
sidered a dependent. Although the prior definition of wife and widow 
(to include a dependent husband or widower) again became applicable 
when Public No. 141, 73d Congress, restored with limitations the 

ertinent provisions of the World War Veterans’ Act, subsequent 
egislation relating to compensation under laws administered by the 
Veterans’ Administration made such terms inapplicable to husbands 
or widowers. 

The administrative, definitive, and penal provisions of Public No. 
2 were made applicable to the Servicemen’s Readjustment Act of 
1944 by the specific provisions of section 1500 (a) of the latter act. 
Thereafter, Public Law 268, 79th Congress, amended part VII, 
Veterans Regulation No. 1 (a) and deleted the reference to “husband.” 
Accordingly, a husband is not considered a dependent for purposes 
of payment of increased allowances to a female veteran who is receiv- 
ing education or training under part VIII or vocational rehabilitation 
under part VII, Veterans Regulation No. 1 (a), as amended. 

In summary, current law (Public Law 85-56) relating, among other 
things, to disability or death compensation or pension for eligible 
veterans and their dependents, does not include a husband among 
the dependents for whom additional compensation is allowed nor 
does it include a widower in the definition of the term ‘‘widow.” 
Public Law 881, 84th Congress, which provides certain benefits in- 
cluding dependency and indemnity compensation to eligible survivors 
of certain deceased servicemen and veterans, also limits the definition 
of “widow” to women. Laws granting pension on account of the 
non-service-connected death of a veteran have not included the 
widower of a deceased female veteran as an eligible beneficiary. 

As previously indicated, husbands are not considered dependents 
for purposes of increased subsistence allowances payable under the 
provisions of the Servicemen’s Readjustment Act; Public Law 16, 
78th Congress; or Public Law 894, 81st Congress. When in fact 
dependent upon the female veteran, they are so considered for purposes 
of determining the amount of the education and training allowance 
authorized under Public Law 550, 82d Congress. 

It is apparent from the foregoing that the legislative policy as to 
the eligibility of dependent husbands or widowers for benefits ad- 
ministered by the Veterans’ Administration has not followed a uni- 
form course in the historical development of the program of veterans’ 
benefits. It is not so apparent why the husband or widower who is in 
fact dependent upon the female veteran for his support should not be 
so considered for purposes of all applicable laws administered by the 
Veterans’ Administration. 

The Veterans’ Administration would not object to the enactment of 
H. R. 5322 if it were amended so that its provisions were clearly 
limited to— 

(1) the husband of a female veteran who is incapable of self- 
maintenance and who is permanently incapable of self-support 
due to physical or mental disability; and 

(2) the widower of a deceased female veteran who is incapable 
of self-maintenance and who was permanently incapable of self- 
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—— due to physical or mental disability at the time of her 
eath. 

{ The Veterans’ Administration does not have available data as to 
the number of female veterans with dependent husbands or of de- 
ceased female veterans leaving a dependent widower. Accordingly, 
no estimate as to the cost effect of the bill, if enacted, can be furnished. 
As of April 30, 1958, there were approximately 321,000 living female 
veterans of World War II constituting approximately 2 percent of the 
total number of living World War II veterans; approximately 77,000 
living female veterans of the Korean conflict period having no World 
War II service, representing about 1.8 percent of the total number of 
living veterans of that period; and approximately 26,000 living female 
veterans of World War I or about 0.9 percent of the total living World 
War I veterans. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the com- 
mittee. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 


CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED 


For the information of the Members of the House, changes in exist~ 
ing law made by the bill, as reported, are shown as follows (new matter 
is printed in italic, existing law in which no change is proposed is 
shown in roman): 


Titte I or tHe VETERANS’ Benerits Act or 1957 


TABLE OF CONTENTS 


TitTLe I—GENERAL 
. Definitions. 
. Dependent parents. 
. Special cases involving claims of widows. 
. Approvel of educational institutions. 
. Line of duty. 
. Discharge or release includes retirement. 
. Dependent husbands. 


+ * * * 


TITLE I—GENERAL 


DEFINITIONS 


Sec. 101. For the purposes of this Act— 


x * * * *« 


DEPENDENT HUSBANDS 


Sec. 107. For the purposes of all laws administered by the Veterans’ 
Administration, (1) the term “wife” includes the husband of any female 
veteran if such husband is incapable of self-maintenance and 1s per- 
manently incapable of self-support due to physical or mental disability, 
and (2) the term “‘widow”’ includes the widower of any female veteran 
if such widower is incapable of self-maintenance and was permanently 
encapable of self-support due to physical or mental disability at the time 
of the veteran’s death. O 
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JUNE 26, 1958.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Wiuus, from the Committee on the Judiciary} AY Balbit tech the 
following 


REPORT 


BAFAIN 


MAIN 
(To accompany H. R. 8826] REANING ROOM 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 8826) to amend the act entitled “An act to provide for the 
registration and protection of trademarks used in commerce, to carry 
out the provisions of international conventions, and for other pur- 
poses,” approved July 5, 1946, with respect to proceedings in the 
Patent Office, having considered the same, report favorably thereon 
with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Strike out line 8 of page 1, and lines 1 to 3 of page 2 (subsec. (a) of 
sec. 1 of the bill) and insert in lieu thereof: 


(a) Section 17 (15 U. S. C. 1067) is amended by striking 
the words ‘‘the examiner in charge of interferences” and sub- 
stituting in lieu thereof ‘a Trademark Trial and Appeal 
Board,” and by adding the following paragraph at the end 
thereof: 

“The Trademark Trial and Appeal Board shall include the 
Commissioner, the Assistant Commissioners, and such Patent 
Office employees of competent legal knowledge as may be 
designated by the Commissioner. Each case shall be heard 
by at least three members of the Board, the members hear- 
ing such case to be designated by the Commissioner.”’ 


Page 3, lines 7 and 8 and on line 12, strike out “or decided”’. 
The purpose of the amendment is to specify with greater particu- 
larity the composition of the Board provided by the bill. 


27551—58 
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PURPOSE 


The purpose of this legislation is to eliminate the appeal to the 
Commissioner from the decisions of the examiner in charge of-inter- 
ferences in the Trademark Office. It also proposes to transfer the 
duties and functions of the examiner in charge of interferences to a 
proposed Trademark Trial and Appeal Board. The bill further places 
all the remaining appellate functions now vested in the Commissioner 
in trademark cases in the jurisdiction of the proposed Trademark Trial 
and Appeal Board. 

STATEMENT 


The bill relates to appeals within the Patent Office in trademark 
matters. 

The Trademark Act (Public Law 489, 79th Cong., ch. 540, approved 
July 5, 1946, 60 Stat. 427) provides that when the examiner of trade- 
marks refuses to register a trademark the applicant may appeal to the 
Commissioner of Patents (sec. 20; 15 U.S. C. 1070). 

The Trademark Act also provides for certain inter partes or con- 
tested proceedings; namely, interferences between pending applica- 
tions (sec. 16; 15 U. S. C. 1066), oppositions to a registration, which 
may be filed by any person having the necessary interest (sec. 13; 
15 U.S. C. 1063), cancellations, which may be instituted by ang per- 
son having the necessary interest (secs. 14, 24; 15 U.S. C. 1064, 1092), 
and applications to register as concurrent users (sec. 2 (d); 15 U.S.C. 
1052 (d)). These contested proceedings are heard by an examiner of 
trademark interferences and decided on the evidence which has been 
presented by the parties. The statute provides for an appeal to the 
Commissioner of Patents from the decision of the examiner of trade- 
mark interferences. 

In other words, the statute provides for appeals to the Commissioner 
in trademark cases from two sources: appeals from refusals of the 
examiner of trademarks to register a trademark and appeals from the 
decisions of the examiner of trademark interferences made when one 
or more parties contest another’s right to registration, the latter being 
more numerous and also more time consuming. These appeals are 
customarily heard and decided by an Assistant Commissioner of 
Patents by delegation from the Commissioner. 

The caseload of appeals now presented to the Commissioner for 
hearing and decision is between 200 and 300 annually, and when there 
is added to this the numerous administrative duties relating to the 
trademark operation of the Patent Office, it becomes apparent that 
the burden imposed upon the Assistant Commissioner charged with 
trademark matters is unnecessarily heavy. 

It is proposed in the bill that the appeal to the Commissioner in con- 
tested trademark cases be abolished and that the initial and only 
decision will be made by a panel of three members of a board instead 
of by a single individual as at present. This proposal is similar to 
the practice which presently obtains in the case of patent interferences 
(35 U.S. C. 135), an internal appeal having been abolished in 1939. 
the decision of the panel of three would be the final decision of the 
Patent Office in the case, and the parties would have their right of 
appeal to the court from that decision, as they now have ffom the 
final decision of the Commissioner of Patents. 

The bill further provides that the appeals in cases involving the 
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examiner’s refusal to register, which are now decided by the Com- 
missioner, be decided by a panel of three members of this same Board. 

The members of the Board contemplated by the bill would include 
the necessary number of specially qualified persons occupying a 
position in the Patent Office established for that purpose. ‘The Com- 
missioner and Assistant Commissioners would be ex officio members 
of this Board, as they are of the Board of Appeals in patent cases 
(35 U.S. C. 7), and could participate in hearing and deciding cases. 
Each case would be heard and decided by a panel of three members 
of the Board. 

It is estimated that the total manpower required to handle trade- 
mark cases under this procedure would be approximately the same 
as the total manpower required under the present procedure. This 
result would follow from the abolition of appeals within the Office in 
contested cases, thereby saving the time presently required for hear- 
ing and deciding some 30 to 40 percent of such cases twice. 

The following diagrams illustrate the changes in procedures made 
by the bill: 

ConTEsTED Cases ! 
Kffect of H. R. 8826, 85th Congress, on trademark contested cases; interference, 
cancellation, and opposition proceedings 


Present Practice Proposed Practice 


Initial Office decision by 
cxeminer of Interferences 


initial and Final Office 
decision by proposed 
Trademark {rial and Appeal 
(Average number of decisions Roard 


per year . « « + « « 389) 


Appeal to Commissioner of 
Patents 


(Average number of appeals 
per year... Lil) 


Review by Court either 
By appeal to the Court of 

Customs and Patent 
Appeals, or Appeals, or 


Xeview by Court either 
By appeal to the Court of 
Customs and Patent 


By a civil action in the 
U.S.District Court, at 
the option of either . 
party. 


1 The change in the practice is twofold: First, the appeal to the Commissioner of Patents is abolished, 
and, second, the initial decision will be made by a panel of three members of the proposed Trademark 
Trial and Appeal Board instead of by a single individual, and this decision will be the final decision of 


the Office. 


The premme practice is similar to that now followed in patent interferences. 


decidec 
go directly to the courts. 


By a civil action in the 
U.S.District Court, at 
the option of either 
party 





The case is heard and 
in the Office by a panel of three members of a Board of Patent Interferences and from there it may 
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Ex Parre Cases! 


Effect of H. R. 8826, 85th Congress, on practice in ex parte’ examination of 
applications to register trademarks 


Present Practice Proposed Practice. 


Refusel by Examiner of Trade- 
marke 


Appesl] to Coamissioner of 
Patents 


Appeal to proposed Trade- 
mark Trial and Appeal 
Hoard 


(Averave number of appeals 
per yeer . « « « « « 110) 





Keview by Court either 
By appeel to the Court cf 
Customs — Patent 
Appeals 
By S STAN Gotien Sn the 
U.S.Distriot Court, et 
the option of the 





applicant 
1 The only change is to have the ex parte appeals within the Office heard and decided by the proposed 
new Trademark Trial and Appe: | Bo ard instead of by the Commissioner. 
The proposed practic is stot ar to the practice in the case of the examination of applications for patent 
From the refusal by the examiner there is an appeal to a Patent Office Board of Appeals, and from there 


the applicant may go directly to the courts. 
CHANGES IN EXISTING LAW MADE BY BILL AS INTRODUCED 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill as intro- 
duced are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


TRADEMARK Act or Juty 5, 1946 (60 Srat, 427) 


Section 17 (15 U.S. C. 1067). Interference, opposition, and 
eel Geek for concurrent use registration or for cancel- 
ation; notice to parties; determination of rights. 


In every case of interference, opposition to registration, 
application to register as a lawful concurrent user, or applica- 
tion to cancel the registration of a mark, the Commissioner 
shall give notice to all parties and shall direct [the examiner 
in charge of interferences] a Trademark Trial and Appeal 
Board consisting of three members) to determine and decide 
the respective rights of registration. 
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Section 20 (15 U. S. C. 1070). Appeals to [Commissioner] 
Trademark Trial and Appeal Board from decisions of 
examiners. 


An appeal may be taken to the [Commissioner in person] 
Trademark Trial and Appeal Board from any final decision 
of the examiner in charge [of interferences or] of the regis- 
tration of marks upon the payment of the prescribed [fees] 


fee. 


Section 21 (15 U. S. C. 1071). Appeal to courts; review; 
election of remedies; Commissioner as party. 

Any applicant for registration of a mark, party to an inter- 
ference proceeding, party to an opposition proceeding, party 
to an application to register as a lawful concurrent user, party 
to a cancellation proceeding, or any registrant who has filed 
an affidavit as provided in section 8, who is dissatisfied with 
the decision of the Commissioner or the Trademark Trial and 
Appeal Board may appeal to the United States Court of 
Customs and Patent Appeals or may proceed under 35 
United States Code, sections 145 and 146, as in the case of 
applicants for patents, under the same conditions, rules, and 
procedure as are prescribed in the case of patent appeals or 
proceedings so far as they are applicable: Provided, That any 
party who is satisfied with ithe decision of the [Commis- 
sione rj Trademark Trial and Appeal Board shall, upon the 

filing of an appeal to the Court of Customs and Patent Ap- 
pe ‘als by any dissatisfied party, have the right to elect to 
have all further proceedings under 35 United States Code, 
ection 146, by election as provided in 35 United States 
Code, section 141. The Commissioner of Patents shall not 
be a necessary party to an inter partes proceeding under 35 
United States Code, section 146, but he shall be notified of 
the filing of the bill by the clerk of the court in which it is 
filed and the Commissioner shall have the right to intervene 
in the action. 


Section 22 (15 U.S. C. 1092). Publication; not subject to 
opposition ; cancellation. 

Marks for the supplemental register shall not be published 
for or be subject to opposition, but shall be published on 
registration in the Official Gazette of the Patent Office. 
Whenever any person believes that he is or will be damaged 
by the registration of a mark on this register he may at any 
time apply to the Commissioner to cancel such registration. 
The Commissioner shall refer such application to the [exam- 
iner in charge of interferences, who] Trademark Trial and 
Appeal Board, which shall give notice thereof to the resistrant. 
If it is found after a hearing before the [examiner] Board 
that the registrant was not entitled to register the mark at 
the time of his application for registration thereof, or that 
the mark is not used by the registrant or has been abandoned, 
the registration — be canceled by the Commissioner. 


Section 31 (15 U.S. C. 1113). Fees and charges. 


The following es shall be paid to the Patent Office under 
this Act: 
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* * * on appeal from an examiner in charge of the regis- 
tration of marks [to the Commissioner], $25; [on appeal 


from an examiner in charge of interferences to the Commis- 
sioner, $25;3 *.* *. 


CHANGES IN EXISTING LAW MADE BY COMMITTEE AMENDMENT 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the Committee 
amendment are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


RADEMARK Act oF JuLy 5, 1946 (60 Strat. 427) 


Section 17 (15 U.S. C. 1067). Interference, opposition, and 
proceedings for concurrent use registration or for can- 
cellation; notice to parties; determination of rights. 

In every case of interference, opposition to registration, 
application to register as a lawful concurrent user, or applica- 
tion to cancel the registration of a mark, the Commissioner 
shall give notice to all parties and shall direct [the examiner 
in charge of interferences] the Trademark Trial and Appeal 
Board to determine and decide the respective rights of regis- 
tration. 

The Trademark Trial and Appeal Board shall include the 
Commissioner, the Assistant Commissioners, and such Patent 
Office employees of competent legal knowledge as may be desig- 
nated by the Commissioner. Each case shall be heard by at 
least three members of the Board, the members hearing such case 
to be designated by the Commissioner. 


SECTIONAL ANALYSIS OF BILL 


Section 1 of the bill makes the necessary changes in the trademark 
statute to carry out the above purposes of the bill. Paragraph (a) 
amends section 17 of the Trademark Act to provide for the hearing 
of contested cases by the proposed Trial and Appeal Board, and adds 
a statement of the composition of this Board. Paragraph (b) amends 
the section of the Trademark Act relating to appeals within the office 
to accord with the change. Paragraphs (c), (d), and (e) make neces- 
sary changes in wording in other sections of the Trademark Act. 

Section 2 of the bill preserves the effect of Reorganization Plan 
No. 5 of 1950 (64 Stat. 1263). 


» 


Section 3 of the bill relates to the time of taking effect. 


DEPARTMENTAL COMMUNICATIONS 


There follow communications from the Department of Commerce, 
which sponsors this legislation, as well as from the Department of 
State and the Department of Justice. 
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DeEPARTMENT OF COMMERCE, 
Washington, D. C., June 27, 1957. 
Hon. Sam RayBurRn, 
Speaker of the House of Representatives, 
Hon. Richarp M. Nrxon, 
President of the Senate, 
Washington, D. C. 

Dear Mr. Speaker AND Mr. Presipent: There are attached four 
copies of a proposed bill to amend the act entitled ‘An act to provide 
for the registration and protection of trademarks used in commerce, 
to carry out the provisions of international conventions, and for other 
purposes,”’ approved July 5, 1946, with respect to proceedings in the 
Patent Office. 

There is also attached a statement of purpose and need for the 
proposed legislation. 

We are advised by the Bureau of the Budget that it would interpose 
no objection to the submission of this proposed legislation. 

Sincerely yours, 
SInNcLAIR WEEKS, 
Secretary of Commerce. 


STATEMENT OF NEED FOR AND PURPOSE OF PROPOSED LEGISLATION 


The proposed legislation relates to appeals within the Patent Office 
in trademark cases and to the procedure in contested trademark cases. 
The Trademark Act provides that when the examiner of trademarks 
refuses to register a trademark the applicant may appeal to the Com- 


= 


missioner of Patents (sec. 20; 15 U.S. C. 1070). 

The Trademark Act provides for certain inter partes or contested 
proceedings; namely, interferences between pending applications 
(sec. 16; 15 U.S. C. 1066), oppositions to a registration, which may 
be filed by any person having the necessary interest (sec. 13;15 U.S.C. 
1063), cancellations, which may be instituted by any person having 
the necessary interest (secs. 14, 24; 15 U.S. C. 1064, 1092), and appli- 
cations to register as concurrent users (sec. 2 (d); 15 U.S. C. 1052 (d)). 
These contested proceedings are heard by an examiner of trademark 
interferences and decided on the evidence which has been presented 
by the parties. The statute provides for an appeal to the Commis- 
sioner of Patents from the decision of the examiner of trademark 
interferences. 

It is seen, therefore, that the statute provides for appeals to the 
Commissioner in trademark cases from two sources: ex parte appeals 
from the examiner of trademarks and inter partes appeals from the 
decisions of the examiner of trademark interferences, the latter being 
more numerous and also more time consuming. These appeals are 
customarily heard and decided by an Assistant Commissioner of 
Patents by delegation from the Commissioner. During recent years 
the number of appeals has increased to such an extent that the volume 
of work is greater than can be handled by one person. It is estimated 
that the volume of appeals would require the work of at least 144 per- 
sons per year in order to be kept current. In view of this fact and 
the further fact that numerous administrative duties relating to the 
trademark operation of the Patent Office also devolve upon the Assist- 
ant Commissioner handling trademark appeals, the appeal work has 
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fallen greatly into arrears and will continue to fall farther behind 
unless steps are taken. 

The proposed legislation sets forth changes in procedures for han- 
dling trademark cases. It is proposed that the appeal to the Com- 
missioner in inter partes trademark cases be abolished and that the 
initial and only decision will be made by a board of three, instead of 
by a single individual as at present. This proposal is similar to the 
practice which presently obtains in the case of patent interferences 
(35 U. S. C. 134), an internal appeal having been abolished in 1939. 
The decision of the Board of three would be the final decision of the 
Patent Office in the case, and the parties would have their right of 
appeal to the court from that decision, as they now have from the 
decision of the Commissioner of Patents. 

The proposal further provides that the appeals in ex parte cases 
which are now decided by the Commissioner be decided by this same 
Board of three. 

The Board contemplated by the bill would consist of a group of 
specially qualified members with a position designed for that pur- 
pose. ‘The Commissioner and Assistant Commissioners would be ex 
officio members of this Board and would participate in hearing and 
deciding cases as time might permit. 

It is estimated that the total manpower required to handle trade- 
mark cases under this procedure would be approximately the same 
as the total manpower required under the present proceedings were 
sufficient persons detailed to do the work of the appeals. This result 
would obtain from abolition of appeals in inter partes cases within 
the Office, thereby saving the time required for hearing and deciding 
some 20 to 25 percent of such cases twice. 


DEPARTMENT OF STATE, 
Washington, March 18, 1958 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. Cruiser: Reference is made to your letter of January 
24, 1958, and the Department’s interim reply of January 28, 1958, 
cone erning H. R. 8826, to amend the act entitled “An act to provide 
for the registration and protection of trademarks used in commerce, 
to carry out the provisions of international conventions, and for other 
purposes,” approved July 5, 1946, with respect to proceedings in the 
Patent Office. 

The bill is related exclusively to the Patent Office’s internal ad- 
ministrative procedures. The Department therefore would perceive 
no objection to the bill on the basis of foreign-policy considerations. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Witiram B. Macomper, Jr., 
Assistant Secretary. 
(For the Secretary of State). 
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JUNE 9, 1958. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CuartrMan; This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 8826) 
to amend the act entitled ‘An act to provide for the registration 
and protection of trademarks used in commerce, to carry out the 
provisions of international conventions, and for other purposes,” 
approved July 5, 1946, with respect to proceedings in the Patent 
Office. 

The bill would make a number of amendments to the Trademark 
Act of 1946 designed to relieve the Commissioner of Patents of certain 
quasi-judicial duties. It would provide for the abolition of the 
Office of Examiner in Charge of Interferences and transfer his duties 
and functions to a proposed Trademark Trial and Appeal Board. 
The appeal to the Commissioner from the decisions of the examiner 
in charge of interferences would also be abolished. The bill would 
place all the remaining appellate functions now vested in the Com- 
missioner in trademark cases in the jurisdiction of the proposed new 
Appeal Board. 

Whether the bill should be enacted involves a question of policy 
concerning which the Department of Justice prefers to make no 
recommendation. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
LAWRENCE E. WaAtsu, 
Deputy Attorney General. 


O 
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SPECIAL RATE OF COMPENSATION FOR CERTAIN 
BLIND VETERANS 


JUNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Tracue of Texas, from the Committee on Vateran? pAffaiys, 
submitted the following OF MICHIGAN 


REPORT 
To accompany H. R, 10461] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 10461) to amend section 315 (m) of the Veterans’ Benefits 
Act of 1957 to provide a special rate of compensation for certain blind 
veterans, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


This bill which was introduced at the request of the Blinded Veter- 
ans Association seeks to provide that veterans who have suffered 
blindness in both eyes and have only light perception as a result 
thereof, shall receive monthly compensation at the rate of $359 
monthly in lieu of the rate of $309 monthly which is generally appli- 
cable under existing law. 

The committee, through its Subeommittee on Compensation and 
Pensions, held hearings on this matter and all of the four major 
veterans’ organizations urged the enactment of this proposal in addi- 
tion to the sponsoring association. 

The net result of this proposal is to let a veteran who is blind to the 
degree indicated, be entitled to the higher award without requiring 
him to show that he is helpless. The present rate of $359 is reserved 
for blinded veterans so helpless as to require regular aid and attend- 
ance of another person. 

The number of veterans involved in this proposal is small but less 
than 600. The Veterans’ Administration does not have sufficient 
data to accurately estimate the cost, but it would be relatively small. 

The favorable report of the Veterans’ Administration on this 
proposal follows: 
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SPECIAL COMPENSATION FOR CERTAIN BLIND VETERANS 


VETERANS’ ADMINISTRATION, 
Washington, D. C., June 26, 1958. 
Hon. Ouin E. Tracues, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Teacue: This report on H. R. 10461, 85th Congress, is 
submitted in response to your request. 

H. R. 10461 is designed to extend to all cases of service-connected 
blindness in both eyes, having only light perception, entitlement to 
the statutory award of $359 per month in wartime cases and $287 in 
peacetime cases. Under existing law, such cases (and others with 
blindness of less severity) must establish on an individual basis that 
the blindness renders the veteran so helpless as to be in need of regular 
aid and attendance, in order to qualify for the award. 

Section 315 of the Veterans’ Benefits Act of 1957 provides for the 
basic wartime rates of disability compensation and certain higher 
awards for specific disabilities and combinations thereof. In the latter 
category, the law provides a rate of $309 for blindness in both eyes, 
with 5/200 visual acuity or less; a rate of $359 for blindness in both 
eyes, rendering the veteran so helpless as to be in need of regular aid 
and attendance; and a rate of $401 for the anatomical loss of both 
eyes. There is no specific rate for the measurable degree of blindness 
of light perception only in both eyes. Accordingly, if such cases (not- 
withstanding the very serious degree of visual acuity) are unable to 
establish the nec essary helplessness to qualify for the $359 rate, they 
are relegated to a lower rate which may also be payable to cases of 
less disabling blindness. The same situation prevails in peacetime 
cases which are entitled to 80 percent of the comparable wartime rates. 

Data are not available from which an accurate estimate of the cost 
of the bill, if enacted, can be made. However, it may be helpful to 
the committee to state that on the basis of certain related statistics, 
it can be assumed that not more than 600 cases would be aff cted. 

The present structure of statutory awards for varying degrees of 
blindness was established by Public Law 182, 79th Congress. Among 
other things, that law sought to provide certain decaabie uniformity 
between World War II cases and World War I cases entitled under 
the World War Veterans’ Act, 1924. However, our experience since 
then has disclosed that application of the law has created an inequity 
with respect to the blinded cases contemplated by H. R. 10461. The 
Veterans’ Administration is therefore pleased to recommend favorable 
consideration of the bill by your committee. 

Due to the urgent request of the committee for a report on this 
measure, there has not been sufficient time in which to ascertain from 
the Bureau of the Budget the relationship of the proposed legislation 
to the program of the President. 

Sincerely yours, 
SuMNER G. Wuittier, Administrator. 
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CHANGES IN EXISTING LAW 


[In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Section 315 (m) oF THE VETERANS’ Benerits Act or 1957 
RATES OF WARTIME DISABILITY COMPENSATION 


Sec. 315. For the purposes of section 310— 
eS *x * * * * . 


(m) if the veteran, as the result of service-incurred disability, has 
suffered the anatomical loss or loss of use of two extremities at a level, 
or with complications, preventing natural elbow or knee action with 

rosthesis in place, or has suffered blindness in both eyes having only 
Jight perception, or has suffered blindness in both eyes, rendering him so 
helpless as to be in need of regular aid and attendance, the monthly 
compensation shall be $359). 


O 
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JuNE 26, 1958.—Committed to the Committee of the Whole House on 
the State of the Union and ordered to be printed 


Mr. Tracue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 11801] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 11801) to amend the Veterans’ Benefits Act of 1957 to provide 


that the burial allowance payable thereunder shall be increased to 
$250, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


Under Public Law 85-56, sections 802 and 803, the Veterans’ 
Administration is authorized to pay a sum not exceeding $150 for the 
funeral and burial expenses of a deceased veteran. This bill would 
increase this amount from $150 to $250. 

This benefit is payable for a veteran who served during a period 
of war or who had been discharged from the service with a service- 
connected disability or who was receiving disability compensation. 

The last time this benefit was increased was by Public Law 529 
of the 79th Congress, which raised the benefit from $100 to $150. 
The present increase in this rate simply reflects the economic facts 
of life—the increase in the cost of living. 

The Veterans’ Administration favors the legislation, while the 
Bureau of the Budget is opposed to it. 

The Veterans’ Administration states that the first-year cost would 
approximate $14,070,000 and rise to a cost of $17,850,000 in the fiscal 
year 1963. In addition, the increase in the annual cost to the Vet- 
erans’ Administration of contract burials is estimated at $1,200,000. 

The report of the Veterans’ Administration on similar bills follows: 
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VETERANS’ ADMINISTRATION, 
OFFICE OF THB ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., June 11, 1958. 
Hon. Ourn E. Tracue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Teacue: Reference is made to your requests for reports 
on H. R. 3786, H. R. 9671, and H. R. 9710, 85th Congress, bills to 
increase from $150 to $250 the maximum amount payable by the 
Veterans’ Administration for the funeral and burial expenses of 
deceased veterans. 

The bills, though having the same purpose, differ in certain technical 
details. Unlike H. R. 3786 and H. R. 9671, which would be effective 
upon enactment, H. R. 9710 would apply only to deaths occurring 
more than 30 days after enactment. Section 1 of the latter bill fails 
to name the act (Veterans’ Benefits Act of 1957) which it proposes to 
amend. H. R. 3786, having been introduced before the enactment of 
that act (Public Law 85-56), purports to amend paragraphs II and 
ITI of Veterans Regulation No. 9 (a), as amended, which were repealed 
by Public Law 85-56 and restated in sections 802 and 803 of that law. 

The law now provides that, where a veteran dies who (1) was a 
veteran of any war, (2) had been discharged from the service for 
a service-connected disability, or (3) was receiving disability com- 
pensation, the Administrator may pay a sum not exceeding $150 to 
such person as he prescribes to cover the burial and funeral expenses 
of the deceased veteran and the expense of preparing the body and 
transporting it to the place of burial. 

Where death occurs in one of its facilities to which the deceased 
was properly admitted for hospital or domiciliary care, the Veterans’ 
Administration pays the actual cost (not to exceed $150) of the burial 
and funeral. In addition, in such cases, this agency transports the 
body to the place of burial (within certain limitations). 

The burial allowance referred to in the preceding paragraphs was 
last increased (from a maximum of $100 to $150) by Public Law 529, 
79th Sein approved July 24, 1946. 

On November 8, 1955, in reporting to your committee (Committee 
Print No. 177) on H. R. 3707, 84th Congress, a bill to increase the 
burial allowance to $250, the Veterans’ Administration stated: 

“The experience of the Veterans’ Administration in seeking bids 
for contract burials in cases in which a veteran dies in a Veterans’ 
Administration facility demonstrates that in many places. burial 
firms will not enter a contract for complete burial for the present 
maximum allowance of $150. This situation has arisen for the 
reason that the costs of burial services have increased considerably 
since the enactment of Public Law 529. In many cases, the cemetery 
costs now exceed $100, leaving less than $50 to cover the costs of a 
casket, preparation of the body, use of rolling stock, chapel, and 
slumber room. The cemetery costs include the grave plot, opening 
and closing of the grave and, in many cemeteries, a concrete liner or 
vault is now required. In the opinion of the Veterans’ Administra- 
tion, an increase of the maximum cost of the present burial allowance 
from $150 to a maximum of $200 would be adequate at. this-time, 
and the Veterans’ Administration would recommend favorable 
consideration of such proposal.”’ 
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Considering the further advance in prices and costs since 1955 the 
proposed increase to $250 is believed justified. 

In those cases involving statutory burial allowances, it is estimated 
that the cost of the proposed increase would be approximately 
$14,070,000 in the first year and that this cost would increase pro- 
gressively by about 6.1 percent each year to approximately $17,850,000 
in fiscal year 1963. In addition, the increase in the annual cost to the 
Veterans’ Administration of contract burials is estimated at $1,200,000. 

The Veterans’ Administration favors the objective of each of the 
bills mentioned. in the first paragraph and recommends favorable 
consideration by your committee of the bill H. R. 9671, or one similar 
in form. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the committee 
but that the Bureau recommends against favorable consideration of 
these three bills. A copy of the Bureau’s letter is enclosed for your 
information. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 


EXEcuTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 


Washington, D. C., June 3, 1958. 
Hon. Sumner G. WuHitTIER, 


Administrator of Veterans’ Affairs, 
Veterans’ Administration, Washington, D. C. 
(Attention, Mr. G. H. Birdsall, 1024 Veterans’ Administration 
Building.) 

My Dear Mr. Wuirtier: This will acknowledge receipt of your 
letter of March 14, 1958, transmitting copies of the report the Vet- 
erans’ Administration proposes to present to the chairman of the 
House Committee on Veterans’ Affairs with respect to H. R. 3786, 
H. R. 9671, and H. R. 9710, similar bills which would increase the 
limit of amounts payable for burial and funeral expenses under the 
Veterans’ Benefits Act of 1957. 

This gratuitous benefit, paid without regard to financial need, is 
designed as a partial contribution toward burial expenses; it is not 
intended to cover the full costs involved. In many instances, there 
is a need for such assistance, while in others private resources are 
ample to meet these costs. In addition, a large and growing pro- 
portion of families are eligible for lump-sum death benefits under the 
old-age and survivors insurance program with payments equaling 3 
times the monthly insurance benefit, up to $255. In view of these 
pertinent considerations, we seriously question the need for an increase 
in the Veterans’ Administration burial benefit at this time. 

While there is no objection to the submission of such report to the 
committee as you may deem appropriate, the Bureau of the Budget 
recommends against favorable consideration of these three bills. 

Sincerely yours, 
(Signed) Puiiuie S. Hueues, 
Assistant Director for Legislative Reference. 
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CHANGES IN EXISTING LAW 
In compliance with clause 3 of rule XIII of the Rules of the “om 
of Representatives, changes in existing law made by the bill, 

introduced, are shown as follows (existing law proposed to be omitted 
is enclosed i in black brackets, new matter is printed 1 in italics, existing 
law in which no change is proposed is shown in roman): 








































Sections 802 AND 803 oF THE VETERANS’ BENEFITs ActT oF 1957 
FUNERAL EXPENSES 


Sec. 802. (a) Where a veteran dies who— 

(1) was a veteran of any war; 

(2) had been discharged from the active military, naval, or 
air service for a disability incurred or aggravated in line of duty; 
or 

(3) was in receipt of disability compensation; 

the Administrator, in his discretion having due regard to the cir- 
cumstances in each case, may pay a sum not exceeding [$150] $250 
to'such person as he prescribes to cover the burial and funeral expenses 
of the deceased veteran and the expense of preparing the body and 
transporting it to the place of burial. 

(b) Except as hereafter provided in this subsection, no deduction 
shall be made from the burial allowance because of the veteran’s net 
assets at the time of his death, or because of any contribution from 
any source toward the burial and funeral expenses (including trans- 
portation) unless the amount of expenses incurred is covered by the 
amount actually paid therefor by the United States, a State, any 
agency or political subdivision of the United States or of a State, the ! 
employer of the deceased veteran, or a burial association. No claim 
shall be allowed for more than the difference between the entire amount 
of the expenses incurred, and the amount paid by any or all of the 
foregoing. The Administrator shall not deny or reduce the amount 
of the burial allowance otherwise payable because of a cash contribu- 
tion made by a burial association to any person other than the per- 
son rendering burial and funeral services. The burial allowance or 
any part thereof shall not be paid in any case where specific provision 
is otherwise made for payment of expenses of funeral, transportation, 
and interment under any other Act. 


DEATH IN VETERANS’ ADMINISTRATION FACILITY 


Src. 803. (a) Where death occurs in a Veterans’ Administration 
facility to which the deceased was properly admitted for hospital or 
domiciliary care under authority of section 510 or 511 (a) of this Act, 
the Administrator shall pay the actual cost (not to exceed [$150] 
$250) of the burial and funeral. 

(b) In addition to the foregoing, when such a death occurs in the 
continental United States, the Administrator shall transport the body 
to the place of burial in the United States, or to the place of burial 
within Alaska if the deceased was a resident of Alaska who had been 
brought to the United States as a beneficiary of the Veterans’ Admin- 
istration for hospital or domiciliary care. Where such a death occurs 
in a Territory, a Commonwealth, or a possession of the United States, 
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the Administrator shall transport the body to the place of burial 
within such Territory, Commonwealth, or possession. 

(c) Within the limits prescribed in subsection (a), the Administra- 
tor may make contracts for burial and funeral services without regard 
to the laws requiring advertisement for proposals for supplies and 
services for the Veterans’ Administration. 


O 
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EXTENDING FOR 2 YEARS THE PERIOD FOR WHICH PAYMENTS 
IN LIEU OF TAXES MAY BE MADE WITH RESPECT TO CERTAIN 
REAL PROPERTY TRANSFERRED BY THE RECONSTRUCTION 
FINANCE CORPORATION AND ITS SUBSIDIARIES TO OTHER 
GOVERNMENT DEPARTMENTS 


JuNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government, y 
Operations, submitted the following Be NY SHIGAN 


REPORT JUL Ts) 1956 


[To accompany H. R. 12165] TAIN 
READING RCOM 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 12165) to extend for 2 years the period for which pay- 
ments in lieu of taxes may be made with respect to certain real prop- 
erty transferred by the Reconstruction Finance Corporation and its 
subsidiaries to other Government departments, having considered the 
same, report favorably thereon and recommend that the bill do pass. 

H. R. 12165 reads as follows: 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That (a) 
section 703 of the Federal Property and Administrative Serv- 
ices Act of 1949 (69 Stat. 722) is amended by striking out 
the figures ‘‘1959’’, and inserting in lieu thereof the figures 
“1961”. 

(b) Section 704 of such Act (69 Stat 723) is amended by 
striking out the figures ‘1958’, and inserting in lieu thereof 
the figures ‘‘1960”’. 

PURPOSE 


The purpose of H. R. 12165 is to continue for a period of 2 years 
the payments in lieu of taxes required under Public Law 388 of the 
84th Congress. These were payments to State or local taxing authori- 
ties as temporary relief where real property having a taxable status 
under the Reconstruction Finance Corporation or any of its sub- 
sidiaries had been transferred to a Government department and thus 
had been removed from State and local tax rolls. Public Law 388 
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provided that payments in lieu of taxes could be made on each date 
after January 1, 1955, and prior to January 1, 1959, in an amount 
equal to the amount of the real property tax which would be payable 
if legal title to such real property had been held by a private citizen 
on such date and during all periods to which such date relates. Inas- 
much as no payments may be made nor any liability established after 
December 31, 1958, the committee concluded that inequities still 
existed and the payments should be continued for 2 more years. 


BACKGROUND 


Public Law 388 applies primarily to industrial- or commercial-type 
plants or facilities constructed by or under the Reconstruction Fi- 
nance Corporation for purposes connected with the emergency period 
surrounding World War II. Congress exempted the personal prop- 
erty of the RFC and its subsidiaries from taxation by State and local 
taxing authorities. Congress, however, specifically made the real 
property of the RFC and its subsidiaries subject to State, Territorial, 
and local taxation to the same extent according to its value as other 
real property in the hands of private citizens and also subject to special 
assessments for local improvements (15 U. S. C. 694j (a) (6)). Be- 
cause of a ruling by the United States Court of Claims in 1952, and a 
subsequent ruling by the Comptroller General in the same year, cer- 
tain real properties that in the course of events had been transferred 
from the RFC to other Government departments were rendered non- 
taxable by local authorities. This was true in cases where the Gov- 
ernment corporation had transferred complete legal title to another 
Government department and also where the corporation retained 
legal authority and transferred custody, control, or accountability for 
the real property to another Government department. 

In its report on the bill (H. R. 6182) which became Public Law 388 
in the 84th Congress, this committee stated: 


Thus, real property which has been on the State and local 
tax rolls by specific provisions of an act of Congress has been 
taken off such tax rolls by a transfer to another Government 
department without any break in the chain of title being held 
by the United States. In the view of your committee this 
has resulted in the imposition of an unjustifiable financial 
burden upon communities. ‘The nature and use of the com- 
mercial or industrial facilities involved has not changed. 
The Congress has already provided that these properties 
should be taxed when they are held by and under the exclu- 
sive control of the Reconstruction Finance Corporation. It, 
therefore, appeared just and necessary that provisions be 
made, as in this bill, at least on a temporary basis, to make 
payments in lieu of taxes until a comprehensive policy with 
regard to payments in lieu of taxes shall have been enacted 
by the Congress. 

GENERAL STATEMENT 


Your committee considered along with H. R. 12165, the instant bill, 
H. R. 9525 and a number of identical or similar measures which sought 
to make permanent legislation in this field. H. R. 9525 would make 
any industrial manufacturing plant located on any real property in 
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the custody or control of any Government department subject to 
payments in lieu of taxes and “such Government department shall 
pay to the appropriate State and local taxing authorities an amount 
equal to the amount of the real property tax which would be payable 
to each such State or local taxing authority”’ if legal title to such prop- 
erty had been held by a private citizen after the effective date of the 
bill. 

H. R. 9525 was opposed by the Bureau of the Budget and other 
departments on the grounds that it was a piecemeal solution to the 
problem and that the administration favored a more general policy 
for handling payments in lieu of taxes. Furthermore, the additional 
payments to be made and the dollar amounts would be considerable. 
It was estimated by the Department of Defense that over $2 billion 
additional in real property (acquisition cost) would be subject to 
payments under the bill. 

The committee agreed that careful study should be given to the 
question and was reluctant to extend the principle of payments in 
lieu of taxes at this time due to the important questions of sovereignty 
and the immunity of the Federal Government from State and local 
taxation involved. 

The Bureau of the Budget approved the extension of Public Law 
388 for a temporary period as a matter of equity and thus favored the 
passage of H. R. 12165. The report of the Bureau is included below. 

The attention of the committee was called to three decisions of the 
United States Supreme Court handed down on March 3, 1958, which 
have a bearing on the legislation here considered. They were U.S. A. 
and Borg-Warner Corporation (Detroit Gear Division) v. City of Detroit, 
No. 26; City of Detroit v. The Murray Corporation of America, Nos. 
18 and 36; and Continental Motors Corporation v. Township of Mus- 
kegon, Nos. 37 and 38. In the Borg-Warner case the Supreme Court 
upheld a Michigan statute which provided for the taxation of lessees 
and users of tax-exempt property. The city of Detroit had taxed 
Borg-Warner as the lessee of property owned by the United States 
Government. The effect of the decision was to permit a tax on the 
beneficial use of property owned by the Federal Government where 
the user was a private citizen. The other cases involved related 
questions. Inasmuch as the properties covered by Public Law 388 
are in most instances leased by the Government to private citizens 
the lessees would probably be subject to taxation in States where 
statutes such as that of Michigan’s are in effect unless, as in Michigan, 
the statute does not apply where payments in lieu of taxes are made. 

The committee felt that inasmuch as only a few States had enacted 
such statutes the present law should nevertheless be extended al- 
though the effect of these decisions must be taken into account in any 
future consideration of this subject matter. 


PAYMENTS MADE UNDER PUBLIC LAW 388 


The committee has undertaken to obtain from the Department of 
Defense and the General Services Administration a list of payments in 
lieu of taxes made under Public Law 388. We were informed by the 
Department of Defense that a total of $9,329,973 had been paid to 
local taxing authorities to June 16, 1958. We were informed by the 
General Services Administration that a total of $1,870,086 had been 
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paid to local taxing authorities to May 8, 1958. The grand total as 
of those respective dates is $11,200,059. For the Department of 
Defense the payments were made out of appropriations for mainte- 
nance and operations. For General Services Administration the pay- 
ments were made out of its appropriation for operating expenses, 
PBS (Public Buildings Service). 

The tables prepared by the Department of Defense and the General 
Services Administration are included in this report. 





[Pustic Law 388—84TH ConaREss] 


[CHapTerR 874—1stT Sxssion] 
(H. R. 6182] 


AN ACT To amend the Federal Property and Administrative Services Act of 
1949 to make temporary provision for making payments in lieu of taxes with 
respect to certain real property transferred by the Reconstruction Finance 
Corporation and its subsidiaries to other Government departments 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the table of contents 
contained in the first section of the Federal Property and Administra- 
tive Services Act of 1949 is hereby amended by inserting immediately 
below “Sec. 605. Effective date.” 
the following: 


“TirTLE VII—Proprerty TRANSFERRED FROM THE RECONSTRUCTION FINANCE 
CoRPORATION 


“Sec. 701. Declaration of Policy. 
“Sec. 702. Definitions. 


“Sec. 703. Property transferred by the Reconstruction Finance Corporation. 

“Sec. 704. Limitations. 

“Sec. 705. Effective date.” 

Sec. 2. Section 3 of such Act is hereby amended by inserting imme- 
diately after ‘‘As used in” the following: ‘‘titles I through VI of”. 

Sec. 3. Such Act is hereby further amended by adding at the end 
thereof the following: 


“TITLE VII—PROPERTY TRANSFERRED FROM THE 
RECONSTRUCTION FINANCE CORPORATION 


“DECLARATION OF POLICY 


“Sec. 701. The Congress recognizes that the transfer of real prop- 
erty having a taxable status from the Reconstruction Finance Corpo- 
ration or any of its subsidiaries to another Government department 
has often operated to remove such property from the tax rolls of 
States and local taxing authorities, thereby creating an undue and 
unexpected burden upon such States and local taxing authorities, 
and causing disruption of their operations. It is the purpose of this 
title to furnish temporary measures of relief for such States and 
local taxing authorities by providing that payments in lieu of taxes 
shall be made with respect to real property so transferred on or after 
January 1, 1946. 
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“DEFINITIONS 


“Sec. 702. As used in this title 

‘“‘(a) The term ‘State’ means each of the several States of the 
United States and the Territories of Alaska and Hawaii. 

“(b) The term ‘real property’ means (1) any interest in land, and 
(2) any improvement made thereon prior to any transfer thereof 
occurring on or after January 1, 1946, from the Reconstruction 
Finance Corporation to any other Government department, if for 
the purpose of taxation such interest or improvement is characterized 
as real property under the applicable law of the State in which such 
land is located. 

“(c) The term ‘local taxing authority’ means any county or munici- 
pality, and any subdivision of any State, county, or municipality, 
which is authorized by law to levy and collect taxes upon real property. 

‘“‘(d) The terms ‘real property tax’ and ‘real property taxes’ do not 
include any special assessment levied upon real property after the 
date of a transfer of such real property occurring on or after January 
1, 1946, from the Reconstruction Finance Corporation to any other 
Government department. 

“(e) The term ‘Government department’ means any department, 
agency, or instrumentality of the United States, except the Recon- 
struction Finance Corporation. 

“(f) The term ‘transfer’ means 

*“(1) a transfer of custody and control of, or accountability for 
the care and handling of, any real property, or 
(2) a transfer of legal title to any real property. 

“(o) The term ‘Reconstruction Finance Corporation’ includes all 

subsidiaries of the Reconstruction Finance Corporation. 





‘““PROPERTY TRANSFERRED BY THE RECONSTRUCTION FINANCE 
CORPORATION 


“Src. 703. Where real property has been transferred on or after 
January 1, 1946, from the Reconstruction Finance Corporation to any 
Government department, and the title to such real property has been 
held by the United States continuously since such transfer, then on 
each date occurring on or after January 1, 1955, and prior to January 
1, 1959, on which real property taxes levied by any State or local 
taxing authority with respect to any period become due, the Govern- 
ment department which has custody and control of such real prop- 
erty shall pay to the appropriate State and local taxing authorities 
an amount equal to the amount of the real property tax which would 
be payable to each such State or local taxing authority on such date 
if legal title to such real property had been held by a private citizen 
on such date and during all periods to which such date relates. 


“LIMITATIONS 


“Sec. 704. (a) The failure of any Government department to make, 
or to make timely payment of, any payment authorized by section 703 
shall not subject 

‘“‘(1) any Government department, or any person who is a 
subsequent purchaser of any real property from any Government 
department, to the payment of any penalty or penalty interest, 
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or to any payment in lieu of any penalty or penalty interest; or 

“(2) any real estate or other property or property right to any 
lien, attachment, foreclosure, garnishment, or other legal pro- 
ceeding. 

““(b) No payment shall be made under section 703 with respect to 
any real property of any of the following categories: 

“(1) Real property taxable by any State or local taxing au- 
thority under any provision of law, or with respect to which any 
payment in lieu of taxes is payable under any other provision of 
law. 

‘“‘(2) Real property used or held primarily for any purpose for 
which real property owned by any private citizen would be ex- 
empt from real property tax under the constitution or laws of the 
State in which the property is situated. 

(3) Real property used or held primarily for the rendition of 
service to or on behalf of the local public, including (but not lim- 
ited to) the following categories of real property: courthouses; 
post offices and other property used for purposes incidental to 
postal operations; and federally owned airports maintained and 
operated by the Civil Aeronautics Administration. 

(4) Office buildings and facilities which are an integral part 
of, or are used for purposes incidental to the use made of, any 
properties described in paragraph (1), (2), or (3) of this sub- 
section. 

“(c) Nothing contained in this title shall establish any liability of 
any Government department for the payment of any payment in lieu 
of taxes with respect to any real property for any period before Janu- 
ary 1, 1955, or after December 31, 1958. 


“EFFECTIVE DATE 


“Sec. 705. This title shall take effect as of January 1, 1955.” 
Approved August 12, 1955. 


REPORT OF THE BUREAU OF THE BUDGET ON H. R. 12165 


EXEcUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGeEt, 
Washington, D. C., May 19, 1958. 
Hon. Wituiam L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, 
House Office Building, Washington, D. C. 

My Dear Mr. CuarrMan: This letter is in response to your inquiry 
of May 1, 1958, concerning H. R. 12165 and H. R. 12183, identical 
bills to extend for 2 years the period for which payments in lieu of 
taxes may be made with respect to certain real property transferred 
by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments. 

The history of the original legislation clearly indicates that it was 
the intention of the Congress to provide a transitional period during 
which the affected municipalities would have adequate opportunity 
to adjust their revenue systems to offset the loss of receipts from 
payments in lieu of taxes by the Federal Government. In the interim 





PAYMENTS IN LIEU OF TAXES 7 


between the passage of this legislation and the present date, there has 
been considerable discussion of various proposals for a general policy 
of payments in lieu of taxes applicable to all local governments under 
certain specified conditions. 

This administration developed such a policy and assisted the Con- 
gress in drafting legislation which has been before both the 84th and 
85th Congresses providing (a) for such payments on commercial and 
industrial real property when hardship could be demonstrated, and 
(b) for a 2-year study leading to recommendations to the President and 
the Congress for a permanent policy of Federal payments in lieu of 
taxes. However, the Congress has not yet acted favorably on such 
legislation. 

The situation is affected, moreover, by recent Supreme Court deci- 
sions in a number of tax cases where the Court’s rulings appear to alter 
the well-established doctrine of intergovernmental tax immunity. 

In view of the total situation, therefore, the Bureau is of the opinion 
that an extension of a temporary nature for a period of 2 years for 
these particular properties can be justified as a matter of equity. 
In favoring this temporary extension, however, we wish to make it 
clear that we do not favor adding any additional properties nor making 
changes in the conditions covering the payments. 

Sincerely yours, 
Rospert E. Merriam, 
Deputy Director. 


REPORT OF THE COMPTROLLER GENERAL ON H. R. 12165 


CoMPTROLLER GENERAL OF THE UNITED SraTEs, 
Washington, May 19, 1958. 
Hon. Wiu1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuarrMan: Further reference is made to your letter of 
May 1, 1958, requesting our comments on identical bills, H. R. 12165 
and H. R. 12183. These bills would amend sections 703 and 704 of 
the Federal Property and Administrative Services Act of 1949 (40 
U. S. C. 523), so as to extend for 2 years the period for which pay- 
ments in lieu of taxes may be made with respect to certain real prop- 
erty transferred by the Reconstruction Finance Corporation and its 
subsidiaries to other Government departments. 

Sections 703 and 704 of the act now authorize payments in lieu of 
taxes for taxable periods subsequent to January 1, 1955, and prior to 
January 1, 1959. H. R. 12165 and H. R. 12183 would permit pay- 
ments in lieu of taxes for taxable periods subsequent to January 1, 
1955, and prior to January 1, 1961. 

At the time your committee was considering the enactment of 
section 703 we expressed our views to you concerning the merits of the 
legislation in a report dated June 10, 1955 (B-115764). We stated, 
in effect, that the question of whether the involved temporary pay- 
ments in lieu of taxes should be authorized appeared to be a matter 
of policy for consideration of the Congress. We pointed out that the 
legislation constituted a piecemeal approach to the general problem of 
the extent to which Federal property should be made subject to State 
or local taxation; Since the Congress favored that legislation (see 
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Public Law 388, approved August 12, 1955, 69 Stat. 721), and con- 
sidering that the payments proposed by the instant bills would be 
authorized only for a temporary period (2 additional years) we have 
no objection to the bills. 

We should like to point out, however, that under Public Law 388, 
as now in effect, some communities have received (or will receive) 
payments in lieu of taxes for 4 years, while other communities have 
received (or will receive) such payments for only 3 years because of 
the date or dates their taxes fall due. If either of the proposed bills 
are enacted into law it appears that some communities will receive 
payments in lieu of taxes for a total of 6 years, while others, for the 
reason indicated above, will receive such payments for a total of 5 
years. It may be that consideration should be given to inserting 
language in the instant bills which would correct this apparent 
inequity. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptrolle r General of the United States. 





PAYMENTS IN LIEU OF TAXES UNDER 
PUBLIC LAW 388 


EIGHTY-FOURTH CONGRESS 


Reports from the Department of Defense and the 
General Services Administration 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Sections 703 AND 704 or THE FEDERAL PROPERTY AND ADMINISTRA- 
TIVE Services Act oF 1949 (69 Strat. 722, 723) 
PROPERTY TRANSFERRED BY THE RECONSTRUCTION FINANCE 
CORPORATION 


Sec. 703. Where real property has been transferred on or after 
January 1, 1946, from the Reconstruction Finance Corporation to 
any Government department, and the title to such real property has 
been held by the United States continuously since such transfer, then 
on each date occurring on or after January 1, 1955, and prior to 
January 1, [1959] 1961, on which real property taxes levied by any 
State or local taxing authority with respect to any period become due, 
the Goverament department which has custody and control of such 
real property shall pay to the appropriate State and local taxing 
authorities an amount equal to the amount of the real property tax 
which would be payable to each such State or local taxing authority 
on such date if legal title to such real property has been held by a 
private citizen on such date and during all periods to which such 
date relates. 

LIMITATIONS 


Src. 704. (a) The failure of any Government department to make, 
or to make timely payment of, any payment authorized by section 703 
shall not subject— 

(1) any Government department, or any person who is a 
subsequent purchaser of any real property from any Government 
department, to the payment of any penalty or penalty interest, 
or to any payment in lieu of any penalty or penalty interest; or 

(2) any real estate or other property or property right to any 
lien, attachment, foreclosure, garnishment, or other legal 
proceeding. 

(b) No payment shall be made under section 703 with respect to 
any — property of any of the following categories: 

) Real property taxable by any State or local taxing authority 
wee any provision of law, or with respect to which any payment 
in lieu of taxes is payable under any other provision of law. 

(2) Real property used or held primarily for any purpose for 
which real property owned by any private citizen would be 
exempt from real property tax under the constitution or laws of 
the State in which the property is situated. 

(3) Real property used or held primarily for the rendition of 
service to or on behalf of the local public, including (but not 
limited to) the following categories of real property: courthouses; 
post offices and other property used for purposes incidental to 
postal operations; and federally owned airports maintained and 
operated by the Civil Aeronautics Administration. 
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(4) Office buildings and facilities which are an integral part of, 
or are used for purposes incidental to the use made eae prop- 
erties described in paragraph (1), (2), or (3) of this subsection. 

(c) Nothing contained in this title shall establish any liability of 
any Government department for the payment of any payment in 
lieu of taxes with respect to any real property for any period before 

January 1, 1955, or after December 31, [1958] 1960. 


O 
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TAX RATE EXTENSION ACT OF 1958 


JuNE 26, 1958.—Ordered to be printed 


UNIVERSITY 


‘ i F. CHIGAN 
Mr. Mitts, from the committee of conference, submitted the following 


4 


CONFERENCE REPORT 
MAM 


[To accompany H. R. 12695] READING ROOM 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 12695) 
to provide a one-year extension of the existing corporate normal-tax 
rate and of certain excise-tax rates, having met, after full and free 
conference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

hat the House recede from its disagreement to the amendment of 
the Senate to the text of the bill and agree to the same with an amend- 
ment as follows: 


In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 


SEC. 4. REPEAL OF TAXES ON TRANSPORTATION OF 
PROPERTY. 


(a) Repeat.—Effective as provided in subsection (c), part II (relating 
to tax on transportation of property) and part III (relating to tax on 


transportation of oil by mpeline) of subchapter C of chapter 33 of the 
Internal Revenue Code of 1954 are hereby repealed. 


(6) TecunicaL AmMeEnDMENTS.—Effective as provided in subsec- 
tion (ec): 


(1) The table of subchapters for chapter 33 of the Internal Revenue 
Code of 1954 is amended by striking out 


“Subchapter C. Transportation.” 
and inserting in lieu thereof 
“Subchapter C. Transportation of persons.’’ 
(2) Subchapter C of chapter 33 of such Code is amended by 
striking out the table of parts for such subchapter and the heading of 


part I of such subchapter, and by striking out the heading of the 
subchapter and inserting in lieu thereof the following: 


“Subchapter C—Transportation of Persons”’ 
20006 
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(3) Section 4292 of such Code (relating to State and local govern- 
mental exemption) 1s amended to read as follows: 


**SEC. 4292. STATE AND LOCAL GOVERNMENTAL EXEMP- 
- TION. 


“Under regulations prescribed by the Secretary or his delegate, no tax 
shall be imposed under section 4251 or 4261 upon any payment received 
for services or facilities furnished to the Government of any State, Terri- 
tory of the United States, or any political subdivision of the foregoing or 
the District of Columbia.” 

(4) Section 6415 of such Code (relating to credits or refunds to 
persons who collected certain taxes) is amended by striking out 
“4271,” each place it appears therein. 

(5) Section 6416 (a) of such Code (relating to credits or refunds 
of certain taxes on sales and services) is amended by striking out 
“or 4281”. 

(6) Section 6416 (f) of such Code (relating to credit on returns) 
is amended by striking out “or section 4281”, and by striking out 
“by such chapter or section’’ and inserting in lieu thereof “by such 
chapter’. 

(7) Section 7012 of such Code (cross references) is amended by 
striking out subsection (i) and by redesignating subsection (7) as 
subsection (2). 

(8) Section 7272 (b) of such Code (relating to penalty for failure 
to register) is amended by striking out “4273,”’. 

(c) Errecrive Dares. 

(1) Except as provided in paragraph (2), the repeals and amend- 
ments made by subsections (a) and (6) shall apply only with respect 
to amounts paid on or after August 1, 1958. 

(2) In the case of transportation with respect to which the second 
sentence of section 4281 of the Internal Revenue Code of 1954 applies, 
the repeals and amendments made by subsections (a) and (6) shall 
apply only if the transportation begins on or after August 1, 1958. 

And the Senate agree to the same. 

That the title of the bill be amended to read as follows: ‘An Act to 
provide a one-year extension of the existing corporate normal-tax 
rate and of certain excise-tax rates, and to provide for the repeal of 
the taxes on the transportation of property.” 

W. D. Mutts, 

AtmE J. Foranp, 

Crcit R. Kina, 

Dantiet A. Reep, 

Ricwarp M. Simpson, 
Managers on the Part of the House. 


Harry F. Byrp, 

Rost. S. Kerr, 

Gero. A. SMATHERS, 

Epwarp MartIN, 

JOHN J. WILLIAMS, 
Managers on the Part of the Senate. 





DEPOSITED BY THE 
UNITED SFATiés UF AMERICA 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 

disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 12695) to provide a 1-year extension of the existing 
corporate normal-tax rate and of certain excise-tax rates, submit the 
following statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying confer- 
ence report: 
. The Senate amendment to the text of the bill added a new section 
providing for the repeal of the taxes on the transportation of property 
(including coal oak oil by pipeline) and on the transportation of 
persons. Under the amendment, the repeal would be effective with 
respect to amounts paid on or after the first day of the first month 
which begins more than 10 days after the date of the enactment of the 
bill for, or in connection with, transportation which begins on or after 
such first day. 

Under the conference agreement, the taxes on the transportation of 
property (including coal and oil by pipeline) are repealed, in general, 
effective with respect to amounts paid on or after August 1, 1958. 
Under the conference agreement, the existing tax on the transporta- 
tion of persons is retained without change. 

The Senate amendment to the title of the bill conformed the title 
to the Senate amendment to the text of the bill. Under the conference 
agreement the title of the bill is amended to read as follows: 


An Act to provide a one-year extension of the oe 
corporate normal-tax rate and of certain excise-tax rates, an 
to provide for the repeal of the taxes on the transportation 


of property. we. 
. D. Mitts, 
Aime J. Foranp, 
Crcit R. Kina, 
Danret A. Resp, 
Ricuarp M. Simpson, 
Managers on the Part of the House. 
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85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2029 


ACQUISITION OF ADDITIONAL LAND FOR COWPENS 
NATIONAL BATTLEGROUND SITE 


JUNE 26, 1958.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mrs. Prosr, from the Committee on Interior and Insular Affairs, 


submitted the following UNIVERSITY 
OF MICHIGAN 


REPORT 


[To accompany 8. 602] a 
MAIN 
ANING ROOM 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 602) to provide for the acquisition of additional 
land to be used in connection with the Cowpens National Battle- 
ground site, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 
PURPOSE AND NEED 


The Cowpens National Battlefield site, South Carolina, situated 
on a l-acre tract, was formerly bordered by Highway 11. The high- 
way has been relocated and, as a result, there is now a small parcel of 
land amounting to less than 1 acre between the park and Highway 11. 
S. 602 authorizes the Secretary of the Interior to accept the donation 
of this land for addition to the battlefield site. 


COsT 


No appropriation of Federal funds is authorized by this legislation 
and its enactment will entail little or no expenditure by the Federal 
Government. 


DEPARTMENTAL RECOMMENDATION 
The Department of the Interior recommends the enactment of 


S. 602. The bill, as amended in the Senate, incorporates an amend- 
ment suggested by the Department. 
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AGcEency Report 


The favorable report of the Department of the Interior, as sub- 
mitted to the Senate Committee on Interior and Insular Affairs, is 
set forth following. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 12, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Se nate, Washington, D. C. 


Dear Senator Murray: Your committee has requested a report 
on S. 602, a bill to provide for the acquisition of additional land to be 
used in connection with the Cowpens National Battleground site. 

We recommend enactment of 5. 602, if it is amended as suggested 
herein. 

The proposed legislation would authorize and direct the Secretary 
of the Interior to accept, on behalf of the United States, donations of 
not more than 5 acres of land adjacent to the Cowpens National 
Battlefield site, South Carolina, for use as a parking lot. 

The present er site, established pursuant to the act of 
March 4, 1929 (45 Stat. 1558), is limited to not more than 1 acre of 
land. Until ree ently, this acreage limitation did not interfere with 
the responsibilities of the National Park Service to insure inte rpreta- 
tion and protection of the site. Highway 11, which formed the 
eastern boundary of the battlefield site, has been relocated. As a 
result, a small parcel of land, formerly a portion of the right-of-way 
of Highw ay 11, was left situated between the park and the relocated 
segment of Highw ay 11. 

‘We understand that the Daniel Morgan Chapter of the Daughters 
of the American Revolution, Gaffney, 5. C., has acquired a portion of 
this parcel with the intent that it would be donated eventually to the 
United States for addition to the battlefield site. If this tract, 
amounting to less than 1 acre, is donated to the United States, we 
suggest it be accepted solely as a protective measure and not as a 
parking area. Its location immediately adjacent to the much- 
traveled relocated Highway 11, and the resultant safety hazards, 
preclude the practicability of its use for that purpose. 

The National Park Service has formulated a plan for the develop- 
ment of a parking area at the battlefield site that will accommodate 
17 cars. This plan also contemplates the construction of gravel walks 
extending from the parking area to and around the monument. We 
feel these facilities will be adequate, and they can be accomplished 
within that area which constitutes the battlefield site. The mission 
66 program provides for the construction of the proposed parking 
area and related facilities during fiscal 1958. 
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Therefore, we suggest that S. 602 be amended by deleting lines 8, 
9, 10, and 11 on page 1, and lines 1, 2, and 3 on page 2, and that the 
following be substituted therefor: “ground, the Secretary of the In- 
terior is authorized, in his discretion, to accept, on behalf of the United 
States, donations of land not to exceed one acre, situated adjacent 
to and between the present battlefield site and relocated Highway 11.” 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Roacer C. Ernst, 
Assistant Secretary of the Interior. 

The Committee on Interior and Insular Affairs recommends the 
enactment of S. 602. 

O 








2d Session No. 2030 


85TH CONGRESS ; HOUSE OF REPRESENTATIVES | Report 


CONVEYANCE OF CERTAIN LAND OF THE UNITED 
STATES TO THE CITY OF SALEM, OREG. 


JuNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mrs. Prost, from the Committee on Interior and Insular Affairs, 
submitted the following 


eivet . if 


CF MICHIGAN 


REPORT 


[To accompany S8. 2318] 


The Committee on Interior and Insular Affairs, to whom was 
? 


referred the bill (S. 2318) to provide for the conveyance of certain land 
of the United States to the city of Salem, Oreg., having considered the 


same, report favorably thereon without amendment and recommend 
that the bill do pass. 


EXPLANATION OF THE BILL 
PURPOSE 


5. 2318 will direct the Secretary of the Interior to convey by quit- 
claim deed to the city of Salem, Oreg., approximately 28.84 acres of 
land upon payment of an amount equal to its fair market value as 
determined by the Secretary. 


NEED 


The land describedin S. 2318 contains a dam, intake structures, 
and an intake reservoir for the city water system. These facilities 
were placed on the land by city employees who believed that the land, 
which is an island created by the flood action of the Santiam River, 
belonged to the city. Subsquently, it was discovered that this land 
was revested Oregon & California Railroad land and did not belong 
to the city. 

COST 
No appropriation of Federal funds is authorized by this legislation 


and its enactment will entail little or no expenditure by the Federal 
Government. 
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DEPARTMENTAL RECOMMENDATIONS 


The Department of the Interior recommends the enactment of 
5. 2318. The bill as amended by the Senate incorporates an amend- 
ment suggested by the Department. 


Acrency REportT 


The favorable report of the Department of the Interior, as sub- 
mitted to the Senate Committee on Interior and Insular Affairs, is set 
forth following. 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., October 15, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 2318, a bill to provide for the con- 
veyance of certain land of the United States to the city of Salem, 
Oreg. 

We recommend that S. 2318 be enacted, if amended as suggested 
below. 

Section 1 of S. 2318 would direct the Secretary of the Interior to 
convey by quitclaim deed to the city of Salem, Oreg., all the right, 
title, and interest of the United States in and to a tract of revested 
Oregon & California Railroad land in Linn County, Oreg. The tract, 
which is described as a part of lot 9, section 13, township 9 south, 
range 1 west, Willamette meridian, contains approximately 13.1 
acres. Section 2 of S. 2318 would condition the conveyance upon the 
payment by the city of Salem of an amount equal to the fair market 
value of the land as determined by the Secretary of the Interior “after 
independent appraisal thereof.” Other terms and conditions deemed 
necessary by the Secretary of the Interior to protect the interests of 
the United States could be included. Section 3 would provide that 
the authority confirmed by S. 2318 would expire if a sale were not 
made within 3 years of the date of approval. 

The land described in S. 2318 is a part of a very small tract of 
federally owned land. The whole of lot 9 as shown by the original 
survey plat contains approximately 28.84 acres. If the tract described 
in S. 2318 were transferred to the city, the United States would be 
left with a very small amount of federally owned land to administer. 
We have no need for the rest of lot 9, and, therefore, we recommend 
that the entire lot 9 be made subject to the ak of S. 2318. 
This may be accomplished by the deletion at page 1, line 7, of the 
words “that part of” and by the substitution of the naan 28.84” for 
the figure “13.1.” 

The bill at present provides that the city of Salem is to pay the 
Department an amount equal to the fair market value of the land 
as determined by the Secretary “after independent appraisal there of.”’ 
We believe that the words “after independent appraisal thereof,” found 
at page 2, line 4, should be deleted. The bill provides that the value 
is to be determined by the Secretary, and if he does make that deter- 
mination it is difficult to understand what is intended by the words 
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“independent appraisal.’’ Apparently his appraisal is to be made 
after an appraisal has been made by private or independent persons, 
but it still would be the appraisal by the Secretary which would be 
determining. Therefore, the words “after independent appraisal 
thereof”? appear superfluous. If, on the other hand, it is intended 
by the use of these words to require the Secretary to accept the 
appraisal made by private persons, we believe that these words should 
be deleted. We believe that an appraisal made in any manner which 
the Secretary deems desirable would be adequate. 

At present, there is consideration by the Department of trespass 
charges brought against the city in connection with the land described 
in S. 2318. The city has admitted timber trespass on this land, but, 
despite the demands of the Bureau of Land Management of this 
Department, has refused to pay double stumpage. It is the assertion 
of the Bureau of Land Management in its dealings with the city that 
the Oregon law requires payment of double stumpage. Whether or 
not this claim by the United States Government will be recognized 
and whether or not the United States is eventually paid by the city 
the value of double stumpage should not be jeopardized by the enact- 
ment of any legislation. We believe that the enactment of S. 2318 
as introduced would not relieve the city of any liability which now 
exists. Nevertheless, for purposes of clarification, we believe it desir- 
able that a new section 3 be added to the bill and inserted immediately 
before the present section 3 which would be renumbered 4. The new 
section 3 would provide: 

“Src. 3. Nothing in this Act shall be deemed to relieve the city of 
Salem of any liability existing on the date of approval of this Act with 
respect to the land described in section 1.” 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Roger C. Ernst, 
Assistant Secretary of the Interior. 

The Committee on Interior and Insular Affairs recommends enact- 

ment of S. 2318. 0 








85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
No. 2031 


2d Session 


PROVIDING THAT ALL INTERESTS OF THE UNITED STATES IN A 
CERTAIN TRACT OF LAND IN KENTUCKY SHALL BE QUIT- 
CLAIMED AND RETURNED TO THE COMMONWEALTH OF KEN- 
TUCKY 


JUNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mrs. Prost, from the Committee on Interior and Uneplarr Affaits, 
2 ~HIGAI 
submitted the following OF MICHIGAN 


REPORT Jb > 


thin 


[To accompany H. R. 4503) ' ROOM 


cm ft j 
PcAT Ni « rent 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 4503) to provide that all interests of the United 
States in a certain tract of land formerly conveyed to it by the Com- 
monwealth of Kentucky, shall be quitclaimed and returned to the 
Commonwealth of Kentucky, having considered the same, report 
favorably thereon with amendments and recommend that the bill, as 
amended, do pass. 

The amendment is as follows: 

Page 1, line 3, strike all of the language appearing thereon and 
insert in lieu thereof the following: 


That subject to restrictions, reservations, and easements 
determined by the Secretary of the Army to be necessary, 
the Administrator of General Services is 


SUMMARY 
PURPOSE 


H. R. 4503, as amended by the committee, provides that all interests 
of the United States in a tract of approximately 12 acres of land 
located at Kentucky River lock and dam No. 4, which land was 
conveyed to the United States by the Commonwealth of Kentucky, 
shall be quitclaimed and returned to the Commonwealth of Kentucky, 
subject to restrictions, reservations, and easements determined by the 
Department of the Army to be necessary, without payment of mone- 
tary consideration therefor. 
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NEED 


The Department of the Army reports that the property described 
in H. R. 4503 is no longer required by the United States for the 
purpose for which the State of Kentucky made it available. Under 
the committee amendment, the Department of the Army would retain 
such rights to cross the land involved as are required for the operation, 
repair, maintenance or reconstruction of existing or future improve- 
ments on the river and the privilege of flooding intermittently portions 
of the tract if necessary in connection with such activities. 

The land is now being used by the Commonwealth of Kentucky 
under a 99-year lease which terminates in 1977. All buildings on 
the land are the property of the Commonwealth and are being used 
by the Kentucky Department of Education. 


COST 


No appropriation of Federal funds is authorized by this legislation 
and its enactment would entail no expenditure by the Federal 
Government. 

DEPARTMENTAL RECOMMENDATIONS 


The Department of the Army has no objection to the enactment of 
H. R. 4503 if amended in the manner set forth in its report. The 
committee amended the bill as recommended by the Department. 

The Department of the Interior expressed no interest in the measure. 

The committee was advised in the report submitted by the Depart- 
ment of the Army that the Bureau of the Budget recommends that the 
legislation be amended: 


to provide that upon a determination by the General Services 
Administration that the property is surplus to the needs of 
the United States it may be sold to the State at fair market 
value as determined by the Administrator of General 
Services. 
The committee believes that in view of the facts and circumstances 
set forth in this report a requirement for such payment would not be 
fair and equitable. 
COMMITTEE AMENDMENT 


The purpose of the committee amendment js set forth in the second 
sentence under “‘Need”’ in the foregoing. 


EXPLANATION OF THE BILL 


H. R. 4503, if enacted, would reconvey to the Commonwealth of 
Kentucky approximately 12 acres of land without payment of mon- 
etary consideration therefor. The tract adjoins lock and dam No. 4 
on the Kentucky River and is a short distance downstream from the 
city of Frankfort, Ky. 

On July 10, 1878, the Commonwealth of Kentucky leased the sub- 
ject lands to the Kentucky River Mills. This lease, as amended 
January 21, 1880, provided for a lease term of 99 years from and 
after July 10, 1878; authorized the lessee to erect buildings, structures, 
and appliances on the land; stipulated an annual rental of $180; 
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empowered the lessee to remove all buildings, structures, machinery, 
and fixtures erected and constructed by the lessee at the expiration of 
the lease; and provided for the protection of ‘‘the roads, turnpikes, 
or other public easements on or over the land.” 

By the act of the Kentucky Legislature approved January 24, 1880, 
as amended by the act of March 22, 1880, the Commonwealth of 
Kentucky transferred and ceded to the United States, without com- 
pensation, lock and dam No. 4 together with all the grounds and 
appurtenances belonging to the same, “subject to the lease and 
privileges * * * made and granted by said State to the Kentucky 
River Mills Co. * * *.” 

On July 11, 1956, the Kentucky River Mills, for and in the con- 
sideration of $49,000, transferred, conveyed, and assigned all its 
right, title and interest in the land described in H. R. 4503 to the 
Commonwealth of Kentucky. 

According to the Kentucky commissioner of finance, after the 
Commonwealth acquired the buildings and leasehold “A great deal 
of remodeling and renovation was done at considerable cost.’’ The 
entire facility is now being used by the Kentucky Department of 
Education for the administration of its surplus property program. 

The Department of the Army reports that the property described 
in H. R. 4503, introduced by Representative Chelf, is no longer 
required for the purpose for which the Commonwealth of Kentucky 
made it available. However, the Department reports that— 


it may be necessary thea time to time to cross the 12 acres 
involved in the operation, repair, maintenance, or recon- 
struction of existing or future improvements on the river 


and to provide for such intermittent flooding in the perimeter of the 
area as may be necessary in the operation of lock and dam No. 4 
The Department recommended an amendment to H. R. 4503 in order 
to retain such residual use of the property. The committee has 
amended the bill accordingly. 

The United States does not own any buildings on the property 
described in H. R. 4503. Moreover under the terms of the lease 
held on the property by the Commonwealth of Kentucky and the 
conditions set forth in the act of the Kentucky Legislature which 
transferred the property to the United States, the lessor would not 
be authorized to construct buildings on or to have more than a limited 
residual use of such property until the expiration of the lease on 
July 10, 1977, or 19 years hence. 


AGENCY REPORTS 


The favorable report of the Department of the Army and the no- 
interest report of the Department of the Interior are set forth 
following. 

DEPARTMENT OF THE ARMY, 
Washington, D. C., August 26, 1957 
Hon. Ciarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Re presentatives. 

Dear Mr. CuatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 4503, 85th 
Congress, a bill to provide that all interests of the United States in a 
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certain tract of land formerly conveyed to it by the Commonwealth 
of Kentucky, shall be quitclaimed and returned to the Commonwealth 
of Kentucky. 

The purpose of the bill is to authorize and direct the Secretary of 
the Interior to reconvey to the Commonwealth of Kentucky approxi- 
mately 12 acres of land in the county of Franklin, Ky., without 
payment of monetary consideration therefor. The bill recites that the 
property has been conveyed to the United States by the act of the 
Kentucky Legislature of 1879, chapter 58, page 9, section 4. 

The Department of the Army will interpose no objection in the 
enactment of this bill if it is amended in the manner set forth in this 
report. 

The 12 acres involved were part of an area that had been improved 
by the State with a lock and dam and conveyed to the United States 
by the Commonwealth of Kentucky in connection with the canaliza- 
tion of the Kentucky River as authorized by the River and Harbor 
Act of March 3, 1879 (45 Stat. 363). As part of the Federal system 
of 14 locks, this one, at Frankfort, was designed as lock and dam No. 
4.* Rights previously granted by the State to the Kentucky River 
Mills, Ine. were reserved by the Kentucky Legislature in the Act of 
Cession. 

The property described in H. R. 4503 is no longer required by the 
United States for the purpose for which the State of Kentucky made 
it available. However, it may be necessary from time to time to 
cross the 12 acres involved in the operation, repair, maintenance, or 
reconstruction of existing or future improve ments on the river, in 
connection with which there may also be intermittent flooding. The 
property was determined to be excess to the requirements of the 
Department of Defense and is available for report as such to General 
Services Administration for disposal or reassignment, subject to 
necessary easements, in accordance with the Federal Property and 
Administrative Services Act of 1949 (63 Stat. 377). Accordingly, the 
Department of the Army would have no objection to the reconveyance 
of the land to the Commonwealth of Kentucky as proposed in the 
pending legislation if provision is made for the retention of easements 
to protect the residual requirements of the United States. 

To provide for the retention of the interest needed to satisfy con- 
tinuing project requirements, and to reflect the jurisdiction of the 
General Services Administration over excess property, it is recom- 
mended that the bill be amended by deleting the term “the Secretary 
of the Interior of the United States” in line 3, page 1, and inserting 
in its place the following: ‘‘subject to restrictions, reservations, and 
asements determined by the Secretary of the Army to be necessary, 
the Administrator of General Services.”’ 

The enactment of this measure will not involve the expenditure of 
any Department of the Army funds. 

The Bureau of the Budget advises that while there is no objection 
to the submission of this report, the Bureau recommends that the bill 
be amended to provide that upon a determination by the General 
Services Administration that the property is surplus to the needs of 
the United States it may be sold to the State at fair market value as 
determined by the Administrator of General Services. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 18, 1957. 


Hon. Cuarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enate: This is in reply to your request for the views of 
this Department on H. R. 4503, a bill to provide that all interests of 
the United States in a certain tract of land formerly conveyed to it 
by the Commonwealth of Kentucky, shall be quitclaimed and returned 
to the Commonwealth of Kentucky. 

We have no interest in this bill, except to recommend that it be 
amended as suggested below. 

H. R. 4503 would direct the Secretary of the Interior to quitclaim, 
release, and deed back to the Commonwealth of Kentucky all the 
right, title, and interest of the United States in and to a tract of land 
on the Kentucky River in Franklin County, Ky. The tract in ques- 
tion which is of about 12 acres was conveyed to the United States by 
an act of the Kentucky Legislature in 1879 in connection with Federal 
appropriations for the improvement of the Kentucky River. The 
land would appear, therefore, to be under the control of the Depart- 
ment of the Army. Accordingly, we believe that authority to dispose 
of this tract would be more properly vested in the Secretary of the 
Army than in the Secretary of the Interior. We are in no position to 
advise the Congress on the desirability of H. R. 4503, and, except for 
the suggested change in the officer directed to make the conveyance, 
we have no comments to offer on this bill. 

Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 

The Committee on Interior and Insular Affairs recommends the 

enactment of H. R. 4503, as amended. 


O 








85TH CoNnGRESsS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2032 


REVISING THE BOUNDARY OF THE KINGS CANYON 
NATIONAL PARK, CALIF. 


JuNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mrs. Prost, from the Committee on Interior and Ingplagy, Affairs,y 
submitted the following OF MICHIGAN 


REPORT 


[To accompany H. R. 6038] 


HAIN 
READING ROOM 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6038) to revise the boundary of the Kings 
Canyon National Park, in the State of California, and for other 
purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 
Purpose 
H. R. 6038, introduced by Representative Sisk, will revise the 
boundary of the Kings Canyon National Park so as to (1) exclude 
a tract of approximately 160 acres from the park and add it to the 
Sequoia National Forest and (2) exclude a tract of approximately 
220 acres from the Sequoia National Forest and add it to the park. 


Need 


The 160 acres which will be excluded from the park is in the Summit 
Meadow area. The exclusion of this land from the park will straighten 
the park boundary at this location and will exclude 40 acres of pri- 
outely owned property not needed for park purposes. 

The 220 acres which will be added to the park is located adjacent 
to the General Grant Grove section of the park. The addition of 
this land will place entirely within the park boundary a loop of State 
Highway 180 which now enters the park, leaves it, and reenters it. 
The Interior Department points out in its report that— 


with this section of the road entirely within the park, road 
maintenance responsibilities would be simplified and the con- 
fusion which now exists in this area during the hunting 
season * * * would be eliminated. 
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Moreover, this 220-acre tract of land is said to contain, among other 
things, “many splendid Sequoia gigantea exhibits * * * worthy of 
preservation” and is valuable for park purposes. 


Cost 


No appropriation of Federal funds is authorized by this legislation, 
and its enactment will entail little or no expenditure by the Federal 
Government. 


Departmental recommendations 
The Department of the Interior recommends the enactment of the 
measure. 
AGENCY REPORT 


The favorable report of the Department of the Interior, which 
advises that the Bureau of the Budget has no objection to the sub- 
mission of the report, is set forth following: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., September 5, 1957. 
Hon. Criarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. ENGiE: Your committee has requested a report on 
H. R. 6038, a bill to revise the boundary of the Kings Canyon Na- 
tional Park, in the State of California, and for other purposes. 

We recommend the enactment of this bill. 

This proposed legislation, by revising the boundaries of Kings 


Canyon National Park, would (1) exclude a tract of approximately 
160 acres from the park and add it to Sequoia National Forest; and 
(2) exclude a tract of approximately 220 acres from the Sequoia 
National Forest and add it to General Grant Grove section of the 


park. Both the proposed exclusion and addition would facilitate the 
protection and administration of the park. 

The proposed exclusion from the park is in the Summit Meadow 
area. The straightening of the boundary at this location would pro- 
vide a boundary « easy to identify and would exclude from the park 
privately owned property of approximately 40 acres that is not needed 
for park purposes. Also, the proposed boundary would be very close 
to the hydrographic divide between Lightning Creek and Sheep Creek. 
This would be a considerable improvement over the present boundary. 
The lands to be excluded from the park would become a part of the 
Sequoia National Forest. 

The proposed addition to the park, which is all federally owned 
national forest land, is located adjacent to the General Grant Grove 
section of the park. One of the primary reasons for this addition is 
to place entirely within the park boundary a loop of State Highway 
180 (Fresno approach road to the Generals Highway) which now 
enters the park, leaves it, and reenters it. With this section of the 
road entirely within the park, road maintenance responsibilities would 
be simplified and the confusion which now exists in this area during 
the hunting season, because hunters cannot be certain whether they 
are in the park or in the national forest, would be eliminated. 

This tract of land is valuable for park purposes. It contains many 
splendid Sequoia gigantea exhibits which are worthy of preservation. 
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One of these is the Burned Monarch Stump, believed by many to 
be the remnant of the largest of all sequoia trees. A historic, early- 
day mill site located on this tract could provide an ideal setting for 
an exhibit illustrating early logging practices in the Sierra. 

The United States Forest Service officially approved these two 
boundary revisions on February 16, 1956. Local support was 
expressed at a public hearing at Visalia, Calif., in the fall of 1955 
the principal western conservation groups endorsed these proposals 
at a meeting on June 3, 1955. 

Enactment of this proposed legislation would not result in any 
appreciable increase or decrease in budgetary requirements for the 
national park. 

The Bureau of the Budget advises us that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 6038. 
O 
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851TH CONGRESS ] HOUSE OF REPRESENTATIVES Report 
No. 2033 


AUTHORIZING THE SECRETARY OF THE INTERIOR TO 
EXCHANGE CERTAIN LAND AT VICKSBURG NATIONAL 
MILITARY PARK, MISS. 


JUNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


\irs. Pfost, from the Committee on Interior and Insular Affairs sub- 
mitted the following \e exeeieeadl 


REPORT 
|To accompany H. R. 11008} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 11008) to authorize the Secretary of the 
Interior to exchange certain land at Vicksburg National Military 
Park, Miss., and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


EXPLANATION OF THE BILL 
Pur pose 


H. R. 11008, introduced by Representative Williams of Mississippi, 
will authorize the Secretary of the Interior to convey to the city of 
Vicksburg and the Mississippi State Highway Commission two small 
tracts of park land (3.1 and 1.32 acres, respectively), which they now 
use pursuant to permits issued by the Department of the Interior, in 
exchange for land or interests in land of approximately equal value. 


Need 


The Department of the Interior believes that the exchange will 
benefit and facilitate administration of the park. 

The land which the Department expects to acquire through the 
exchange includes land in front of the historic South Fort and in- 
holdings situated a short distance west of the Vicksburg National 
Cemetery. 

Cost 


No appropriation of Federal funds is authorized by this legislation 
and its enactment will entail little or no expenditure by the Federal 
Government. 
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zz VICKSBURG NATIONAL MILITARY PARK, MISS. 


De partme ntal recommendations 
The* Department of the Interior recommends the enactment of 
H. R. 11008. 
\GENCY REPOR’ 


The faverable report of the Department of the Interior, which 
advises that the Bureau of the Budget has no objection to the sub- 
mission of the report, is set forth following. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 21, 1958. 
Hon. CLain ENGLE, 
Chairman, Committee on Interior and Insular Affairs. 
House of Re presentatives, Washington Dh EP. 6) 
in Mr. Encie: Your committee has requested a report on H. R. 
11008, a bill to authorize the Secretary of the Interior to exchange 
certain land at Vicksburg National Military Park, Miss., and for 
other purposes. 

We recommend the enactment of this bill. 

H. R. 11008 would authorize the Secretary of the Interior to convey 
to the citv of Vicksburg a tract of park land containing 3% acres. It 
would also authorize the Secretary to convey to the Mississippi State 
Highway Commission a small tract of park land containing 13% acres. 
In exchange for such conveyances, the city of Vicksburg and the State 
highway commission would be required to transfer to the United States, 
for addition to the park, land or interests therein of approximately 
a value to the Federal properties conveyed pursuant to the 

‘xchang 

The small tracts of Feder al park jand a would be conveyed pur- 
suant to this exchange would be used by the city of Vicksburg for 
school purposes, in the case of the larger tract, and by the Mississippi 
State Highway Department for a weighing station, in the case of the 
smaller tract. These tracts are being used by the city and by the 
highway) department pursuant to revocable permits issued by this 
Department. 

As stated in the bill, the United States would receive certain lands 

» be selected within certain specified areas. Some of the a that 
we would expect to ac _ through this exchange is situated in front 
of the historic South Fort, a part of the national military sank; This 
land should be brought into Federal ownership in order to protect 
that area of the park from adverse development. Other tracts that 
we would expect to acquire constitute park inholdings situated north 
of the city and a short distance west of the Vicksburg National 
Cemetery 


in the cireumstances, we believe the enactment of this proposed 
legislation is in the Federal interest and that the exchange will benefit 
and facilitate administration of the park. 
The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 
Sincerely yours, 


Royce A. Harpy, 
Assistant Secretary of the Interior. 
The Committee on Interior and Insular Affairs recommends 
enactment of H. R. 11008, 





DEPOSITED BY THE 


UNITED STATES UF AY 


2d Session No. 2034 


—ovL >>> ———>———=—=—{[_— |=—_[ |=—[=_[_[_—[—_{_{_;_< i@x<x<*£—**—~—~ ioE>>—>—[=—~>>_$_>_=—«_[_ _{_[_—>[_[_{_{_[_ _[{_{_*_*___=——— = 


85TH CoNnGRESS , HOUSE OF REPRESENTATIVES | REpPortT 


APPORTIONMENT OF COMPENSATION OF VETERANS 
WHO DISAPPEAR 


JuNnE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Txacus of Texas, from the Committee on Veterans’ Affairs, 
submitted the following UNIVERSITY 
OF MICHIGAN 


REPORT tBioct ai tad 


[To accompany H. R. 12927] 


erat 
MAL 


N 
READING ROOM 
The Committee on Veterans’ Affairs, to whom was referred the 
bill (H. R. 12927) to amend section 358 of the Veterans’ Benefits Act 
of 1957 to provide for apportionment of compensation of veterans 
who disappear, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


Under existing law, Public Law 85-56, the compensation of an in- 
competent veteran who disappears may be apportioned for the use 
of his wife and/or child or children. The same is true of a competent 
veteran who separates from his wife, but if a competent veteran 
disappears and is receiving service-connected compensation at the 
time of his disappearance the compensation is discontinued as of the 
date the Veterans’ Administration receives notice of the disappear- 
ance. This remains in effect so long as the disappearance continues. 
At the expiration of a 7-year period the veteran may be presumed 
dead and the widow would then be eligible, presumably, if she meets 
the appropriate requirements, for a non-service-connected pension. 
She would not have received any compensation, to which the veteran 
had been entitled, during his 7 years of disappearance. This situation 
is inequitable in the opinion of the committee, and the legislation 
reported would correct this inequity by permitting the apportionment 
of a veteran’s compensation or pension regardless of whether or not 
he was incompetent. 

It is interesting to note that in the case of a disappearance of a 
competent veteran such as that described above the wife if she wishes 
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to obtain the benefit of the veteran’s insurance, assuming that he had 
a Government insurance policy, must keep the insurance in force by 
timely payment of premiums during the entire 7-year period. At 
the end of that time, presumably the insurance would be paid to her 
as of the end of the 7-year period. In other words, the Veterans’ 
Administration is acting in one case as if the man were alive for the 
purpose of insurance but in the other case of compensation they do 
not treat him as either alive or dead during this period, but rather as 
if he had renounced his compensation when he first disappeared. 

There appears to be no valid reason why this situation should 
continue and thus the committee has reported this bill. 

As indicated in the report of the Veterans’ Administration only 
500 veterans would be affected and the cost, while not susceptible of 
estimate, would be small. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., June 26, 1958. 


Hon. Ouin E. Teacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 
Dear Mr. Teacue: This is the report you requested with regard 
to H. R. 12927, 85th Congress. 
The purpose of the bill is to make applicable to a competent veteran 
who disappears the provisions of existing law (sec. 358, Public Law 


85-56) which provide that where an incompetent veteran who is 
receiving compensation for a service-connected disability disappears, 
the Veterans’ Administration may pay to his wife, children, and 
parents the compensation otherwise payable to such veteran. Pay- 
ments to the wife, child, or parent may not exceed the amounts payable 
to each if the veteran had died from a service-connected disability. 

Authority to apportion disability compensation upon the disappear- 
ance of the veteran receiving such compensation was first provided by 
the act of July 30, 1930, which amended the World War Veterans’ 
Act, 1924, by adding a section (214) similar to the provisions of exist- 
ing law. However, that act, and all subsequent amendments and 
reenactments to date, have restricted such benefits to dependents of 
incompetent veterans. 

Generally, it is assumed that the disappearance of an incompetent 
veteran is related to his mental illness, that is, he is not responsible for 
his acts and is incapable of intending or understanding their conse- 
quences. This would not be a valid assumption, of course, in the case 
of a competent person. 

Under existing law, apportionment of compensation payable to a 
disabled veteran may be made to his wife when they are living apart 
and to children not in his custody. Continuation of an award to the 
primary beneficiary (the veteran), however, is a requirement for pay- 
ment of an apportionment. Where the veteran’s whereabouts is 
unknown, apportionment payments to his dependents as well as 
payments to him are stopped. If the veteran’s unexplained absence 
continues for 7 or more years and no evidence of his existence after 
date of disappearance has been found his death will be presumed and 
death pension may be paid eligible survivors. 
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Veterans with nonstatic disabilities are periodically reexamined and 
payments of compensation are reduced or stopped if the condition 
has sufficiently improved. Benefits are also stopped if the veteran, 
without adequate reason, fails to report for a physical examination 
requested by the Veterans’ Administration. When a competent vet- 
eran (who is presumed to be aware of the consequences of his acts) 
disappears, he deliberately makes it impossible for the Veterans’ 
Administration to ascertain whether changes in the degree of his 
disability occur during his absence. Enactment of the bill would 
authorize continuation of payments in such cases for a disability 
which has materially improved or which no longer exists. 

Data upon which to base an accurate estimate of the cost effects 
of the bill, if enacted, are not available. However, an analysis of 
cases terminated because the address of the veteran is unknown 
would indicate that not more than 500 competent veterans with 
dependents, who would be affected by this proposal, would disappear 
the first year. 

We believe that the considerations justifying apportionment in the 
case of an incompetent veteran who disappears are not applicable to 
the competent veteran. The latter’s disappearance is usually de- 
liberate and reflects an intentional abandonment of family responsi- 
bility. It is tantamount to a renouncement of his rights to benefits 
under laws administered by the Veterans’ Administration. 

For the foregoing reasons, I do not recommend favorable considera- 
tion of the bill by the committee. 

Advice has been received from the Bureau of the Budget that there 
is no objection to the submission of this report and that the Bureau 
concurs in the position of the Veterans’ Administration. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 358 oF THE VETERANS’ Benerits Act or 1957 


DISAPPEARANCE 


Sec. 358. Where [an incompetent veteran] @ veteran receiving 
compensation under this title disappears, the Administrator, in his 
discretion, may pay the compensation otherwise payable to the 
veteran to his wife, children, and parents. Payments made to a 
wife, child, or parent under the preceding sentence shall not exceed 
the amounts payable to each if the veteran had died from service- 


connected disability. 
O 





85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2036 


PROVIDING THAT THE FEDERAL-AID HIGHWAY ACT OF 1956 (PUB- 
LIC LAW 627, 84TH CONG., CH. 462, 2D SESS.) SHALL BE AMENDED 
TO INCREASE THE PERIOD IN WHICH ACTUAL CONSTRUCTION 
SHALL COMMENCE ON RIGHTS-OF-WAY ACQUIRED IN ANTICI- 
PATION OF SUCH CONSTRUCTION FROM 5 YEARS TO 7 YEARS 


FOLLOWING THE FISCAL YEAR IN WHICH SUCH REQUEST IS 
MADE 


JUNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Fauton, from the Committee on Public Works, submitted the 


following OF MIC HIGAN 


REPORT 


[To accompany H. R. 10426] N 


PS iy 


at 


The Committee on Public Works, to whom was referred the bill 
(H. R. 10426) to provide that the Federal-Aid Highway Act of 1956 
(Public Law 627, 84th Cong., ch. 462, 2d sess.) shall be amended to 
increase the period in which actual construction shall commence on 
rights-of-way acquired in anticipation of such construction from 5 
years to 7 years following the fiscal year in which such request is made, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 10426 is to amend Public Law 627, 84th 
Congress, the Federal-Aid Highway Act of 1956, by increasing from 
5 to 7 years the period within which construction must commence on 
rights-of-way which are acquired in anticipation of use with funds 
advanced under section 110 (a) of the act. 


GENERAL STATEMENT 


Section 110 (a) of the Federal-Aid Highway Act of 1956 requires 
that where Federal-aid funds participate in the advance acquisition of 
rights-of-way— 

the agreement between the Secretary of Commerce and the 
State highway department for the reimbursement of the 
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cost of such rights-of-way shall provide for the actual con- 
struction of a road on such rights-of-way within a period not 
exceeding 5 years following the fiscal year in which such 
request is made. 


Testimony was presented to the committee to the effect that State 
highway departments are hampered by the 5-year limitation on the 
acquisition of rights-of-way prior to construction. 

The American Association of State Highway Officials and the 
Bureau of Public Roads have indicated that the acquisition of rights- 
of-way in advance of construction is desirable in that it enables the 
State highway departments to plan and construct highways without 
unnecessary delays. However, if the period between the advance 
of funds to enable acquisition in anticipation of future needs and the 
time the construction on such rights-of-way is required is not sufficient, 
the benefits which would otherwise accrue from such a procedure 
would be lost. 

The Bureau of Public Roads clarified for the committee the question 
as to when the present 5-year period and the proposed 7-year period 
in H. R. 10426 commences and terminates according to present 
Bureau rulings. The period begins on the first of the fiscal year 
following the fiscal year in which the agreement is executed. The 
7-year period would terminate when the State has awarded a contract 
for the construction of a section of the highway, including structures, 
upon a reasonable portion of the right-of-way covered by the right-of- 
way project agreement and has proceeded with sufficient actual work 
to give visual “evidence thereof at the construction site. This would 
be sufficient evidence of the State’s good faith, intention and plan to 
proceed without delay in an orderly manner to complete construction 
of the highway upon the entire length of the right-of-way covered by 
the right-of-way project agreement. 

Enactment of the legislation would involve no additional expendi- 
ture of Federal funds and the committee vote to report H. R. 10426 
was unanimous. 

AGENCY COMMENTS 


The Secretary of Commerce advised the committee that although 
experience in the 2 years since the enactment of this provision of section 
110 (a) of the Federal-Aid Highway Act of 1956 has not been sufficient 
to indicate whether the 5-year period is adequate, it is the belief of his 
Department that 7 years constitutes a more reasonable period and will 
facilitate the planning and construction of the Interstate System. 

The letter from the Commerce Department to the Chairman of the 
Committee dated June 12, 1958, is as follows: 


THE SECRETARY OF COMMERCE, 
Washington, D. C., June 12, 1958 


Hon. Cuarutes A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

Dear Mr. CuairmMan: This is in reply to your request for the views 
of this Department on H. R. 10426, a bill to provide that the Federal- 
Aid Highway Act of 1956 (Public Law 627, 84th Cong., ch. 462, 2d 
sess.) shall be amended to increase the period in which actual construc- 
tion shall commence on rights-of-way acquired in anticipation of such 
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construction from 5 years to 7 years eGoting the fiscal year in which 
such request is made. 

The bill would increase from 5 to 7 years the period within which 
construction must commence on rights-of-way which are acquired in 
anticipation of use with funds advanced under section 110 (a) of the 
Federal-Aid Highway Act of 1956. 

The acquisition of rights-of-way in advance of construction is 
desirable in that it enables the State highway departments to plan 
and construct highways without unnecessary delays. However, if the 
period between the advance of funds to enable acquisition in anticipa- 
tion of future needs and the time the construction on such rights-of- 
way is required is not sufficient, the benefits which would otherwise 
accrue from such a procedure would be lost. Although experience in 
the 2 years since the enactment of this provision has not been suffi- 
cient to indicate whether the 5-year period is adequate, it is our belief 
that 7 years constitutes a reasonable period and will facilitate the 
planning and construction of the Interstate System. 

For the foregoing reasons, the Department would interpose no 
objection to the enactment of H. R. 10426. 

The Bureau of the Budget has advised that it would interpose 
no objection to the submission of this report to your committee. 

Sincerely yours, 
SINCLAIR WEEKs, 
Secretary of Commerce. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Pusiic Law 627, 84TH ConGREss 


SEC. 110. AVAILABILITY OF FUNDS TO ACQUIRE RIGHTS-OF-WAY TO 
MAKE ADVANCES TO THE STATES 


(a) Advance Right-of-Way Acqvisitions—For the purpose of 
facilitating the acquisition of rights-of-way on any of the Federal-aid 
highway systems, including the Interstate System, in the most 
expeditious and economical manner, and recognizing that the acquisi- 
tion of rights-of-way requires lengthy planning and negotiations if it 
is to be done at a reasonable cost, the Secretary of Commerce is 
hereby authorized, upon request of a State highway department, to 
make available to such State for acquisition of rights-of-way, in 
anticipation of construction and under such rules and regulations as 
the Secretary of Commerce may prescribe, the funds apportioned to 
such State for expenditure on any of the Federal-aid highway systems, 
including the Interstate System: Provided, That the agreement be- 
tween the Secretary of Commerce and the State highway department 
for the reimbursement of the cost of such rights-of-way shall provide 
for the actual construction of a road on such rights-of-way within a 
period not exceeding [five] seven years following the fiscal year in 
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which such request is made[:] and that this proviso shall apply to 
purchases heretofore made under this section of said 1956 Act: Provided 
further, That Federal participation in the cost of rights-of-way so 
acquired shall not exceed the Federal pro rata share applicable to the 
class of funds from which Federal reimbursement is made. 


O 








85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2037 


INTERSTATE COMPACTS ON HIGHWAY TRAFFIC SAFETY 


JuNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Roserts, from the Committee on Interstate and Foreign Com- 


merce, submitted the following UNIVER Sit Y 
OF MICHIGAN 


REPORT 


[To accompany H. J. Res. 221] 


arAy 
‘ 


PeROINIC OROM 
ft ‘ ri 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the joint resolution (H. J. Res. 221) granting the consent 
of Congress to the several States to negotiate and enter into compacts 
for the purpose of promoting highway traffic safety, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the joint resolution do pass. 

The Special Subcommittee on Traffic Safety held public hearings 
and made an intensive study of House Joint Resolution 221 which 
would grant the consent of Congress to the various States to enter 
into compacts for the purpose of promoting highway traffic safety. 


NEED FOR UNIFIED ACTION 


Not only in hearings held on House Joint Resolution 221, but in 
most hearings and investigations made by the subcommittee, we have 
found a dire need for coordinated effort in the field of highway traffic 
safety. 

This is abundantly evident from the fact that only last year nearly 
40,000 Americans lost their lives in traffic accidents, millions of dollars 
worth of property was destroyed, and hundreds of thousands of 
man-hours were lost from useful production. 

There presently exists no single body empowered to act for the 
States in the setting up of unified laws, highway markings, law enforce- 
ment, and reciprocity. There presently exists no single body em- 
powered to act for the States in the study of this national problem. 


HISTORY OF RESOLUTION 


House Joint Resolution 221 was conceived by our distinguished col- 
league, John V. Beamer of Indiana, after a careful study of the inter- 
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state oil compact. This compact stands forth as perhaps one of the 
Nation’s most notable examples of the success and practicability of 
the compact method in the solution of perplexing interstate preblems, 
and in many ways House Joint Resolution 221 parallels this measure. 


PRECEDENCE 


The consent-in-advance compact is not a new idea. 

Congress, as early as 1911, enacted the so-called Weeks Act, which 
gave the States permission to enter into compacts for the purpose of 
forest protection even though no compacts in that field were. then 
under negotiation. 

Other consent-in-advance acts passed by Congress include acts in 
the field of crime control (June 6, 1934, 48 Stat. 909), flood control 
(June 22, 1936, 49 Stat. 1571), tobacco production (April 25, 1936, 
49 Stat. 1239), and park and recreational area planning (June 23, 
1936, 49 Stat. 1895). 


NO ENCROACHMENT ON FEDERAL SUPREMACY 


The principal objective of the compact clause of the Constitution, 
that is, that “no State shall, without the consent of the Congress, 
enter into any agreement or compact with another State,” is 
to prevent any encroachment upon, or interference with, the suprem- 
acy of the Federal Government. 

But the safety of highway traffic, which is obviously a matter of 


x * * 


national concern, is a function generally regulated by the States and 
it is only when it becomes an interstate matter that the Federal Gov- 
ernment can assume jurisdiction. 

Therefore, to permit the States, through compacts, to provide for 
safety on the highways would not result in an interference with or an 
encroachment upon, the supremacy of the United States. 


WITNESSES HEARD 


hearings held March 10, 1958, were in unanimous agreement that 
enactment of the measure would be a proper step toward a solution 
of the Nation’s highway safety problem. 


Witnesses who testified on House Joint Resolution 221 at public 


CONCLUSION 


While there is no compulsion in this bill, it is felt that the sanction 
of Congress to the various States to enter into highway safety com- 
pacts would provide a great deal of incentive to the States to take 
action on this tremendous problem. 

It is felt by the author of House Joint Resolution 221, and by the 
other members of your committee, that if the several States will enter 
into compacts for the purpose of coordination of traffic laws, driver 
training, and any other means they see fit to employ to promote 
highway traffic safety, the loss of life and property on our highways 
can be materially reduced. 
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The comments of departments and agencies are as follows: 


Tue SECRETARY OF COMMERCE, 
Washington, D. C., June 12, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: This letter is in reply to your request of 
February 7, 1957, for the views of this Department with respect to 
House Joint Resolution 221, a joint resolution granting the consent of 
Congress to the several States to negotiate and enter into compacts for 
the purpose of promoting highway traffic safety. 

The joint resolution would declare that there is a need for the de- 
velopment of nationwide highway traffic safety programs and that 
cooperative effort and mutual assistance on the part of the States 
offers the greatest hope of satisfactorily dealing with this national 
problem. ‘The resolution would grant the consent of Congress to any 
two or more States to enter into agreements or compacts: (1) for co- 
operative effort in carrying out safety programs; and (2) for establish- 
ment of such agencies, joint or otherwise, as they deem desirable for 
establishment and carrying out of such traffic safety programs. 

This Department would interpose no objection to enactment of this 
resolution. 

The Department is in agreement with the purpose of the resolution 
as indicated in the declarations contained therein. It is believed that 
much of the progress made at this time in the field of highway traffic 
safety is based upon the principle of cooperative effort. Examples 
include the development of improved traffic design and traffic control 
standards through the American Association of State Highway 
Officials and the adoption of standards for motor vehicle lighting equip- 
ment, inspection requirements, and other criteria by the American 
Association of Motor Vehicle Administrators. 

It would appear that additional benefits in the field of highway 
traffic safety would result from increased cooperative efforts among the 
States and that the resolution, if enacted, may provide a desirable 
stimulus to such efforts. 

Under existing Federal-aid highway legislation, this Department’s 
Bureau of Public Roads has certain continuing responsibilities in the 
promotion of highway safety in cooperation with the State highway 
departments and other agencies. The resolution, which merely grants 
the consent of Congress to enable the States to enter into compacts 
with respect to highway safety, would not appear in any way to inter- 
fere with our responsibilities in this area. 

The Department would interpose no objection to enactment of 
House Joint Resolution 221. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 7, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: This is in reply to your letter of Febru- 
ary 7, 1957, requesting the views of this office with respect to House 
Joint Resolution 221, a resolution granting the consent of Congress 
to the several States to negotiate and enter into compacts for the pur- 
pose of promoting highway traffic safety. 

This office would have no objection to the enactment of this measure. 

Sincerely yours, 
Percy Rappaport, 
Assistant Director. 


APRIL 22, 1957. 
Hon. Oren Hararis, 
Chairman, Comm ittes on Inte rstate and Fore Lg Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Cratrman: This is in response to your request for the 
views of the Department of Justice concerning the resolution, House 
Joint Resolution 221, granting the consent of Congress to the several 
States to negotiate and enter into compacts for the purpose of pro- 
moting highway traffic safety. 

Based on findings that there has been an increase in accidents in the 
United States, that the increase is a serious national problem, that to 
meet this problem there is a need for the development of a nationwide 
highway safety program including uniform traffic laws, and that co- 
operation between the States is the most hopeful way of arriving at a 
solution, the resolution would grant the consent of Congress to any 
two or more States to enter into agreements or compacts to carry out 
traffic safety programs. 

Whether the resolution should be approved involves questions of 
policy on which the Department of Justice prefers to make no recom- 
mendation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Witiram P. Roaers, 
Deputy Attorney General. 








85TH CoNGRESS HOUSE OF REPRESENTATIVES | REPORT 
2d Session No. 2038 


MUTUAL SECURITY ACT OF 1958 


JuNE 26, 1958.—Ordered to be printed 


Mr. Moraan, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


{To accompany H. R. 12181] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 12181) to 
amend further the Mutual Security Act of 1954, as amended, and for 
other purposes, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as 
follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That this Act may be cited as the “Mutual 
Security Act of 1958”’. 

Sec. 2. The first section of the Mutual Security Act of 1954, as 
amended, is amended by adding at the end thereof the following: ‘‘This 
Act is divided into chapters and titles, according to the following table of 
contents: 

“TABLE OF CONTENTS ee 

“CuapteErR I—Mu1Lirary ASSISTANCE CF MICHIGAN 
“CuHapterR II—Economic ASSISTANCE 

“Title I—Defense Support 

“Title I1—Development Loan Fund 

“Title I1I—Technical Cooperation 

“Title 1V—Special Assistance and Other Programs 
“Craprer 111—Contineency Funp 
“CoapreR 1V—GENERAL AND ADMINISTRATIVE Provisions” 


CHAPTER I—MILITARY ASSISTANCE 
MILITARY ASSISTANCE 


Sec. 101. Subsection (a) of section 103 of the Mutual Security Act 
of 1954, as amended, which relates to military assistance, 1s amended 
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by striking out “1958 and “$1,600,000,000” and inserting in liew 
thereof 1959” and ‘‘$1,605,000,000"’, respectively. 


PROCUREMENT PROGRAMS RELATING TO MILITARY ASSISTANCE 


Src. 102. Paragraph (1) of subsection (b) of section 105 of the Mutual 
Security Act of 1954, as amended, which relates to conditions applicable 
to military assistance, is amended by inserting immediately before the 
period at the end thereof the following: “, including coordinated produc- 
tion and procurement programs participated in by the members of the 
North Atlantic Treaty Organization to the greatest extent possible with 
respect to military equipment and materials to be utilized for the defense 
of the North Atlantic area’”’ 


POLICY ON MILITARY ASSISTANCE TO AMERICAN REPUBLICS 


Sec. 103: Paragraph (4) of subsection (b) of section 105 of the Mutual 
Security Act of 1954, as amended, which relates to military assistance to 
American Republics, is amended by adding the following sentences at 
the end thereof: ‘‘The President annually shall review such findings 
and shall determine whether military assistance is necessary. Internal 
security requirements shall not normally be the basis for military assist- 
ance programs to American Republics.” 


CHAPTER II—ECONOMIC ASSISTANCE 
DEFENSE SUPPORT 


Sec. 201. Subsection (6) of section 131 of the Mutual Security Act 
of 1954, as amended, which relates to defense support, is amended by 
striking out “1958” and “$750,000,000” and inserting in lieu thereof 
1959” and “3810,000,000”’ , respectively. 


UTILIZATION OF FUNDS IN SPECIAL ACCOUNTS 


Sec. 202. Paragraph (112) of subsection (6) of section 2 of the 
Mutual Security Act of 1954, as amended, which relates to aa sation 
of funds in Special Accounts, is amended by inserting immediately 
before the period at the end thereof the following: “‘: Provided, That af 
amounts in such remainder exceed the requirements of such programs, 
the recipre nt nation may utilize such excess amounts for other PUr poses 
agreed to by the United States which are consistent with the foreign policy 
of the United States: Provided further, That such utilization of such 
excess amounts in all Special Accounts shall not exceed the equivalent of 
$4,000,000”’. 

DEVELOPMENT LOAN FUND 


Szc. 203. Title II of the chapter designated by paragraph (2) of sec- 
tion 501 of this Act as chapter II of the Mutual Security Act of 1954, as 
amended, which relates to the Development Loan Fund, is amended as 
follows: 

(a) Amend section 202, which relates to general authority, as follows: 

(1) Strike out subsection (a) and substitute the following: 

“(a) To carry out the purposes of this title, there is hereby created as an 
agency of the United States of America, subjec} to the direction and 
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supervision of the President, a body corporate to be known as the ‘Develo 
ment Loan Fund’ (hereinafter referred to in this title as the ‘Fu 
which shall have succession in its corporate name. The Fund shall have 
its principal office in the District of Columbia and shall be deemed, for 
purposes of venue in civil actions, to be a resident thereof. It may 
establish offices in such other place or places as it may deem necessary or 
appropriate.” 

(2) In subsection (b), strike out all preceding “is hereby’’ in the first 
sentence and substitute ‘‘The Fund’’; strike out “‘he’’ in the first sentence 
and substitute ‘it’; strike out “and (S)” in the first sentence and substi- 
tute ‘‘(3)”; insert before the period at the end of the first sentence ‘‘, and 
(4) the possible adverse effects upon the economy of the United States, 
with special reference to areas of substantial labor surplus, of the activity 
and the financing operation or transaction involved” ; strike out “from” in 
the second sentence and substitute “by”; insert after the third sentence 
“The provisions of section 956 of title 18 of the United States Code shall 
not apply to prevent any person, including any individual, partnership, 
corporation, or association, from acting for or participating with the 
Fund tn any operation or transaction, or from acquiring any obligation 
issued in connection with any operation or transaction, engaged in by the 
Fund.”’; and strike out the last two sentences and substitute the following 
new sentence: ‘‘The President’s semiannual reports to the Congress on 
operations under this Act, as provided for in section 534 of this Act, shall 
include detailed information on the implementation of this title.”’ 

(b) Amend section 204, which relates to pee provisions, as follows: 

(1) In subsection (b), substitute “Fund” - “President” im the first 
sentence and strike out “against the Fund” + that sentence; change 
‘“‘quthorized’”’ to ‘made available’ in the second sentence; and insert 
“assets of the’’ before “‘Fund” in the third sentence. 

(2) Strike out subsection (c) and substitute the following: 

“(e) The Fund shall be deemed to be a wholly owned Government 
corporation and shall accordingly be subject to the applicable provisions of 
the Government Corporation Control Act, as amended.”’. 

(c) Amend section 205, which relates to powers and authorities, as 
follows: 

(1) Insert “‘manacementT,” before ‘‘Powzrs” in the heading of the 
section. 

(2) Strike out subsections (a) and (b) and substitute the following new 
subsections: 

“(a) The management of the £ und shall be vested in a Board of Direc- 
tors (hereinafter referred to in this title as the ‘Board’) consisting of the 
Under Secretary of State for Keonomic . 1 ffairs, who shall be Chairman, 
the Director of the International Cooperation Ae lministration, the Chair- 
man of the Board of Directors of the Export !-Import 7 the Managing 
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Secretary of State. The Board shall act by a majority vote pari ticipated 
un by /a quorum; and three members of the Board shall constitute a quorum. 
Subject to the foregoing sentence, vacancies in the membership of the 
Board shall not affect i uls powe r to acl. The Board shall meet for 0} os iza- 
tion purposes when and where called by the Chairman. The Board may, 
in addition to taking any other necessary or appropriate actions in con- 
nection with the management of the Fund, adopt, amend, and repeal 








4 MUTUAL SECURITY ACT OF 1958 


bylaws governing the conduct of its business and the performance of the 
authorities, powers, and functions of the Fund and its officers and em- 
ployees. The members of the Board shall receive no compensation for 
their services on the Board but may be paid actual travel expenses and per 
diem in lieu of subsistence under the Standardized Government Travel 
Regulations in connection with travel or absence from their homes or regu- 
lar places of business for purposes of business of the Fund. 

““(b) There shall be a Managing Director of the Fund who shall be the 
chief executive officer of the Fund, who shall be appointed by the President 
of the United States by and with the advice and consent of the Senate, 
and whose compensation shall be at a rate of $20,000 a year. There 
shall also be a Deputy Managing Director of the Fund, whose compensa- 
tion shall be at a rate not in excess of $19,000 a year, and three other 
officers of the Fund, whose titles shall be determined by the Board and 
whose compensation shall be at a rate not in excess of $18,000 per year. 
Appointment to the offices provided for in the preceding sentence shall be 
by the Board. The Managing Director, in his capacity as chief executive 
officer of the Fund, the Deputy Managing Director and the other officers 
of the Fund shall perform such functions as the Board may designate and 
shall be subject to the supervision and direction of the Board. During 
the absence or disability of the Managing Director or in the event of a 
vacancy in the office of Managing Director, the Deputy Managing 
Director shall act as Managing Director, or, if the Deputy Managing 
Director is also absent or disabled or the office of Deputy Managing 
Director is vacant, such other officer as the Board may designate shall 
act as Managing Director. The offices provided for in this subsection 
shall be in addition to positions otherwise authorized by law.” 

(3) In subsection (ce): 

(i) Strike out all in the first sentence preceding ‘‘: enter into” and 
substitute “The Fund, in addition to other powers and authorities vested 
in or delegated or assigned to the Fund or its officers or the Board, may’’; 

(ii) Strike out “may be deemed” in the first clause of the first sentence 
and substitute “it may deem”’; 

(iii) Strike out “under this title’ in the fourth clause of the first 
sentence and substitute ‘‘of the Fund’’; 

(iv) Strike out “the Manager of’ in the fifth clause, both times it 
appears in the seventh clause, and in the last clause of the first sentence; 

(v) Insert after the seventh clause of the first sentence, following “‘collec- 
tion;’’, the following: “adopt, alter and use a corporate seal which shall 
be judicially noticed; require bonds for the faithful performance of the 
duties of its officers, attorneys, agents and employees and pay the pre- 
miums thereon; sue and be sued in its corporate name (provided that no 
attachment, injunction, garnishment, or sumilar process, mesne or final, 
shall be issued against the Fund or any officer thereof, including the 
Board or any member thereof, in his official capacity or against property 
or funds owned or held by the Fund or any such officer in his official 
capacity); exercise, in the payment of debts out of bankrupt, insolvent or 
decedent's estates, the priority of the Government of the United States; 
purchase one passenger motor vehicle for use in the continental United 
States and replace such vehicle from time to time as necessary; use the 
United States mails in the same manner and under the same conditions 
as the executive departments of the Federal Government;” ; 

(wi) Strike out all following * ‘operation”’ in the last clause of the first 
sentence and substitute “‘, or in carrying out any function.”. 
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(vit) Insert the following new sentence after the first sentence of the 
subsection: ‘Nothing herein shall be construed to exempt the Fund or its 
operations from the application of sections 507 (b) and 2679 of title 28 
United States Code or of section 367 of the Revised Statutes (6 U. S. C. 
$16), or to authorize the Fund to borrow any funds from any source with- 
out the erpress legislative permission of the Congress.’’. 

(4) Insert the following new subsections: 

“(d) The Fund shall contribute, from the respective appropriation or 
fund used for payment of salaries, pay or compensation, to the civil 
service retirement and disability fund, a sum as provided by section 4 (a) 
of the Civil Service Retirement Act, as amended (6 U. S. C. 2254a), 
except that such sum shall be determined by applying to the total basic 
salaries (as defined in that Act) paid to the employees of the Fund covered 
by that Act, the per centum rate determined annually by the Civil Service 
Commission to be the excess of the total normal cost per centum rate of the 
civil service retirement system over the employee deduction rate specified in 
said section 4 (a). The Fund shall also contribute at least age 
from such appropriation or fund, to the employees’ compensation fund, 
the amount determined by the Secretary of Labor to be the full cost of 
benefits and other payments made from such fund on account of injuries 
and deaths of its employees which may hereafter occur. The Fund shall 
also pay into the Treasury as miscellaneous receipts that portion of the cost 
of administration of the respective funds attributable to its employees, as 
determined by the Civil Service Commission and the Secretary of Labor. 

“(e) The assets of the Development Loan Fund on the date of en- 
actment of the Mutual Security Act of 1958 shall be transferred as of 
such date to the body corporate created by section 202 (a) of this Act. 
In addition, records, personnel, and property of the International 
Cooperation Administration may, as agreed by the Managing Director 
and the Director of the International Cooperation Admanistration 
or as determined by the President, be transferred to the Fund. Obligations 
and liabilities incurred against, and rights established or acquired for 
the benefit of or with respect to, the Development Loan Fund during 
the period between August 14, 1957, and the date of enactment of the 
Mutual Security Act of 1958 are hereby transferred to, and accepted 
and assumed by, the body corporate created by section 202 (a) of this 
Act. A person serving as Manager of the Development Loan Fund as of 
the date of enactment of the Mutual Security Act of 1958 shall not, by 
reason of the enactment of that Act, require reappointment in order to 
serve in the office of Managing Director provided for in section 205 (b) 
of this Act.’’. 

TECHNICAL COOPERATION 


Sec. 204. Title III of the chapter designated by paragraph (2) of 
section 501 of this Act as chapter II of the Mutual Security Act of 1954, 
as amended, which relates to technical cooperation, is amended as follows: 

(a) In section 8304, which relates to authorization, strike out 
“$151,900,000” and insert in liew thereof ‘‘$150,000,000 for use be- 
ginning in the fiscal year 1959’’. 

(6) Amend section 306, which relates to multilateral technical coopera- 
tion, as follows: 

(1) Insert “‘AND RELATED PROGRAMS” after ‘‘coopERATION” in the 
heading of the section; insert “and this Act’’ after “title” in the first 
sentence; and insert “‘and related” after “cooperation” in the first sentence. 
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(2) In subsection (a), which relates to contributions to the United Na- 
tions Expanded Program of Technical Assistance, strike out “$15,500,000 
for the fiscal year 1958” and substitute “$20,000 ,000 for the fiscal year 
1959”; insert ‘and such related fund as may hereafier be established” 
after “ Assistance” : and in the proviso change “to this program” to “for 
such purpose’ >and after the word “contributed” the first time it appears, 
strike the remainder of the subsection and insert “for such purpose and 
for succeeding calendar years not to exceed 40 per centum of the total 
amount contributed for such purpose for each such year.’ 

(3) In subsection (b), which relates to contributions to the technical 
cooperation program of the Organization of American States, strike out 
1958” and substitute “1959”. 


SPECIAL ASSISTANCE AND OTHER PROGRAMS 


Sze. 205. Title IV of the chapter designated by paragraph (2) of 
section 501 of this Act as chapter II of the Mutual Security Act of 1954, as 
amended, which relates to special assistance and other programs, is 
further amended as follows: 

(a) In subsection (a) of section 400, which relates to special assistance, 
strike out “1958” and “$250,000,000” in the first sentence and insert 
in lieu thereof “1959” and “$202,500,000", respectively; and strike out 
all following “‘stability” in the first sentence and all of the last sentence 
and insert a period. 

(b) In section 402, which relates to earmarking of funds, strike out 
“1958” in the first sentence and substitute “1959’’. 

(ec) Repeal sections 403 and 404, which relate, respectively, to special 
assistance in joint control areas and responsibilities in Germany, and 
substitute the following new section: 

“Sec. 403. ResponsiBiLiries IN GermAany.—The President is 
hereby authorized to use during the fiscal year 1959 not to exceed 
$8,200,000 of the funds made available pursuant to section 400 (a) of 
this Act in order to meet the responsibilities or obiectives of the United 
States in Germany, including West Berlin. In carrying out this section, 
the President may also use currency which has been or may be deposited 
in the GARIOA (Government and Relief in Occupied Areas) Special 
Account, including that part of the German currency now or hereafter 
deposited under the bilateral agreement of December 15, 1949, between the 
United States and the Federal Republic of Germany (or any supple- 
mentary or succeeding agreement) which, upon approval by the President, 
shall be de posited in the GARIOA Special Account under the terms of 
articl¢ V of that aqreemen a The Preside nt may Use the funds available 
for the purposes of this section on such terms and conditions as he may 
specify, and without regard to any provision of law which he determines 
must be disregarded.”’. 

(d) Amend section 405, which relates to migrants, refugees, and 
escapees, as follows: 

(1) In subsection (ec), strike out all following “fiscal year’? and sub- 
stitute “1959 not to exceed $1,200,000 for contributions to the program 
of the United Nations Hi gh Commissioner for Refugees for assistance to 
refugees under his mandate.”’. 

(2) In subsection (d), strike out “1958” and “$5,500,000” and 
substitute “1959” and “$8,600,000”, respectively. 

(e) In section 406, which relates to children’s welfare, strike out “1958” 
and substitute “1959”. 
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(f) In section 407, which relates to Palestine refugees in the Near 
East, amend the first sentence to read as follows: ‘There is hereby au- 
thorized to be a ppropriated to the President for the fiscal year 1959 not 
to exceed $25,000,000 to be used to make contributions to the United 
Nations Relief and Works Agency for Palestine Refugees in the Near 
East: Provided, That of the funds appropriated pursuant to this section 
fifteen per centum shall be available only for repatriation or resettlement 
of such refugees.” 

(q) In section 409 (c), which relates to ocean freight charges, strike out 
“1958” and “$2,200,000” and substitute “1959” and “$2,100,000", 
respectively. 

(hk) In section 410, which relates to Control Act expenses, strike out 
“1958” in the first sentence and substitute “1959”. 

(i) Amend section 411, which relates to administrative and other 
expenses, as follows: 

(1) In subsection (6), strike out “1958” and “$32,750,000” and sub- 
stitute “1959” and ‘‘$33,000,000’’, respectively; and insert “and title II 
of chapter II” immediately before the close of the first parentheses; 

(2) In subsection (c), insert ‘functions of the Department under this 
Act or for’’ before “normal’’. 

(7) Amend section 413, which relates to encouragement of free enter- 
prise and private participation, as follows: 

(1) In section 418 (b) (4), which relates to encouragement of free 
enterprise and private participation, strike out “‘the agency primarily” 
and substitute “an agency’’; insert immediately before the semicolon at the 
end of subparagraph (E) the following proviso: “: Provided, That in the 
event the fee to be charged for a type of guaranty is reduced, fees to be 
paid under existing contracts for the same type of guaranty may be 
similarly reduced”; and insert after “Director of the International 
Cooperation Administration” both times it appears in subparagraph (F) 
“or such other officer as the President may designate’. 

(2) Insert the followi ing new subsection: 

“(e) Under the direction of the President, the Departments of State 
and Commerce and such other agencies of the Government as the President 
shall deem appropriate, in cooperation to the fullest extent practicable 
uith private enterprise concerned with international trade, foreign invest- 
ment, and business operations in foreign countries, shall conduct a 
stuc ly of the ways and means.in which the role of the private sector of the 
national economy can be more effectively utilized and protected in carry- 
ing out the purposes of this Act, so as to promote the foreign policy of the 
United States, to stabilize and to expand its economy and to prevent 
adverse effects, uith special reference to areas of substantial labor surplus. 
Such study shall include specific recommendations for such legislative 
and administrative action as may be necessary to expand the role of 
private enterprise in advancing the foreign policy objectives of the United 
States.” 

(k) At the end of section 414 (b), which relates to munitions control, 
add the following: “Such regulations shall prohibit the return to the 
United Siates for sale in the United States (other than for the Armed 
Forces of the United States and its allies) of any military firearms or 
ammunition of Uniled States manufacture furnished to foreign govern- 
ments by the United Slates under this Act or any other foreign assistance 
program of the United States, whether or not advanced in value or improved 
in condition in a foreign country. This prohibition shall not extend to 
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similar firearms that have been so substantially transformed as to become, 
in effect, articles of foreign manufacture.” 

(l) In section 419 (a), which relates to atoms for peace, strike out 
“1958”’ and ‘‘$7,000,000” in the second sentence and substitute “‘1959”’ 
and ‘‘$5,500, 000”, respectively. 

(m) In section 420, which relates to malaria eradication, insert after 
the word “‘authorized”’ in the second sentence “‘to use funds made available 
under this Act (other than chapter I and title Il a chapter II)’’; insert 
immediately before the period at the end of the second sentence the following 
pr roviso: “: Provided, That this section shall not affect the authority of the 

evelopment Loan Fund to make loans for such purpose, so long as such 
loans are made in accordance with the provisions of title II of chapter IT’; 
and strike out the last sentence. 


CHAPTER III—CONTINGENCY FUND 
PRESIDENT’S SPECIAL AUTHORITY AND CONTINGENCY FUND 


Src. 301. The section of the Mutual Security Act of 1954, as amended, 
redesignated by paragraph (12) (B) of section 501 of this Act as section 
451 of chapter III of the Mutual Security Act of 1954, as amended, 
which relates to the President’s special authority, is amended as follows: 

(a) Insert “AND CONTINGENCY FUND’ after “aurHoriTy” in the 
heading of this section. 

(b) Subsection (a) is amended as follows: 

(1) In the first sentence, insert “for use’’ after “made available” ; strike 
out “such use by section 400 (a) of this Act’’ and substitute “use under 
this subsection by subsection (b) of this section’’; strike out “‘pursuant to 
authorizations contained in” and substitute ‘for use under’; and 

(2) In the second and last sentence strike out “‘section’’ both times tt 
appears and substitute “‘subsection’’. 

(c) Redesignate subsection (b) as subsection (c), and insert the follow- 
ing new subsection (b): 

“(b) There is hereby authorized to be appropriated to the President for 
the fiscal year 1959 not to exceed $155,000,000 for assistance authorized 
by this Act, other than by title II of chapter II, in accordance with the 
provisions of this Act applicable to the furnishing of such assistance. 
$100,000,000 of the funds authorized to be appropriated pursuant to this 
subsection for any fiscal year may be used in such year in accordance 
with the provisions of subsection (a) of this section.” 

(d) In the last sentence of subsection (ec), insert “subsection (a) of” 
after “under’’. 


CHAPTER IV—GENERAL AND ADMINISTRATIVE PRO- 
VISIONS 


GENERAL PROVISIONS 


Sec. 401. The chapter designated by paragraph (16) of section 501 of 
this Act as chapter IV of the Mutual Security Act of 1954, as amended, 
which relates to general and administrative provisions, is further amended 

as follows: 

(a) Section 502, which relates to use of foreign currencies by committees 
of the Congress, is amended by striking out the proviso in subsection (b) 
and inserting the following: “: Provided, That each member or employee 
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of any such committee shall make, to the chairman of such committee in 
accordance with regulations prescribed by such committee, an itemized 
report showing the amounts and dollar equivalent values of each such 
foreign currency expended, together with the purposes of the expenditure, 
including lodging, meals, transportation, and other purposes. Within 
the first sixty days that Congress is in session in each calendar year, the 
chairman of each such committee shall consolidate the reports of each 
member and employee of the committee and forward said consolidated 
report, showing the total itemized expenditures of the committee and 
each subcommittee thereof during the preceding calendar year, to the 
Committee on House Administration of the House of Representatives 
(if the committee be a committee of the House of Representatives or a joint 
committee whose funds are disbursed by the Clerk of the House) or to the 
Committee on Appropriations of the Senate (if the committee be a Senate 
committee or a joint committee whose funds are disbursed by the Secre- 
tary of the Senate). Each such report submitted by each committee shall 
be published in the Congressional Record within ten legislative days 
after receipt by the Committee on House Administration of the House or 
the Committee on Appropriations of the Senate.”’. 

(b) Section 509, which relates to shipping on United States vessels, is 
amended by adding the following new sentence at the end thereof: “Sales 
of fresh fruit and the products thereof under this Act shall be exempt from 
the requirements of the cargo preference laws (Public Resolution 17, 
Seventy-third Congress, and sectron 901 (b) of the Merchant Marine Act, 
1936, as amended).’’. 

(c) Section 510, which relates to purchase of commodities, is amended 
by striking out ‘‘title II or’’ in the first sentence. 

(d) Add the following new sections immediately after section 516: 

“Sec. 616. Pronipirion Against Dest Retirement.—None o 
the funds made available under this Act nor any of the counterpart peek 
generated as a result of assistance under this Act or any other Act shall 
be used to make payments on account of the principal or interest on any 
debt of any foreign government or on any loan made to such government 
by any other foreign government; nor shall any of these funds be expended 
for any purpose for which funds have been withdrawn by any recipient 
country to make payment on such debts: Provided, That to the extent that 
funds have been borrowed by any foreign government in order to make 
a deposit of counterpart and such deposit is in excess of the amount that 
would be required to be deposited pursuant to the formula prescribed by 
section 142 (b) of this Act, such counterpart may be used in such country 
for any agreed purpose consistent with the provisions of this Act. 

“Sec. 517. Compietion or Pans anv Cost Estimares.—After June 
30, 1958, no agreement or grant which constitutes an obligation of the 
United States in excess of $100,000 under section 1311 of the Supple- 
mental Appropriation Act, 1955, shall be made for any assistance 
authorized under title I or III (except section 306) of chapter II, or 
section 400 (a)— 

(1) if such agreement or grant requires substantive technical or 
financial planning, until engineering, financial, and other plans 
necessary to carry out such assistance, and a reasonably firm estimate 
of the cost to the United States of providing such assistance, have 
been completed; and 

““(2) if such agreement or grant requires legislative action within 
the recipient country, unless such legislative action may reasonably 
H. Rept. 2038, 85-2——2 
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be anticipated to be completed within one year from the date the 
agreement or grant is made. 
This section shall not apply to any assistance furnished for the sole 
purpose of preparation of engineering, financial, and other plans.” 

(e) Amend section 527, which relates to the employment of personnel, 
by adding the following new subsection, such amendment to take effect 
nine months after the date of enactment of this Act: 

“(e) Notwithstanding the provisions of title 10, United States Code, 
section 712, or any other law containing similar authority, officers and 
employees of the United States performing functions under this Act shall 
not accept from any foreign nation any compensation or other benefits. 
Arrangements may be made by the President with such nations for reim- 
bursement to the United States or other sharing of the cost of performing 
such functions.” 

(f) Section 587, which relates to provisions on uses of funds, is amended 
as follows: in subsection (a) (1), strike out “for the fiscal year 1958”; 
in subsection (ec), strike out ‘Not to exceed $18,000,000” and substitute 

“Notwithstanding the provisions of section 406 (a) of Public Law 85-241, 
not to exceed $26,000,000’, and add the following new clause before the 
period: **, and not to exceed $2,750,000 of funds made available for 
assistance in other countries cnet this Act may be used (in addition 
to funds available for such use under other authorities in this Act) for 
construction or acquisition of such facilities for such purposes elsewhere” 
and add the following new subsection: 

“(f) During the annual presentation to the Congress of requests for 
authorizations and appropriations under this Act, a detailed erplanation 
of the method by which the proposed programs for each country have 
been arrived at shall be submitted, including all significant factors con- 
sidered in arriving at such proposed programs 

(q) Amend section 543 (d), which relates to saving provisions, by 
striking out et of 1956 or the Mutual Security Act of 1957” and 
substituting “Act of 1956, 1957, or 1958” in the first sentence and by 
inserting the following new sentence after the second sentence: “Until 
June 30, 1958, funds used for the purposes of this Act shall be so used in 
accordance with the provisions of this Act as in effect prior to the date of 
enactment of the Mutual Security Act of 1958.”’. 

(h) Amend section 544, which relates to amendments to other laws, by 
striking out subsections (b) and (c) (which deletions shall not be deemed 
to affect amendments contained in such subsections to Acts other than 
the Mutual Security Act of 1954, as amended). 

(1) Amend section 545, which relates to definitions, as follows: 

(1) In subsection (j), insert “the Development Loan Fund and” after 
“refer to” and strike out “title Il, ” 

(2) In subsection (k), insert “‘the Board of Directors of the Rh atten 
Loan Fund and” after “refer to” and strike out “title 11,” 


CHAPTER V—REORGANIZATION OF MUTUAL SECURITY 
ACT OF 1954; AMENDMENTS; AND WESTERN HEMI- 
SPHERE COOPERATION 

ReoraanizaTion or Murvart Security Acr or 1954 


Src. 501. The Mutual Security Act of 1954, as amended, is further 
amended as follows: 





MUTUAL SECURITY ACT OF 1958 11 


(1) Strike out the heading of title I and of chapter I of such title, and 
immediately before section 101, insert the following: 


“CHAPTER I—MILITARY ASSISTANCE” 


(2) Immediately above section 131, strike out the chapter heading and 
insert in lieu thereof the following: 


“CHAPTER II—ECONOMIC ASSISTANCE 


““Tirte 1—Derense Supporr”’ 


(3) In section 131 (a), strike out “chapter 1 of this title’ and insert 
in lieu thereof ‘chapter I’’. 

(4) In section 181 (d), immediately after “‘title’”’, insert “or chapter I’. 

(5) Immediately above section 141, strike out the chapter heading. 

(6) In section 141, tmmediately after ‘title’ both times it appears 
ansert ‘or chapter i; 

(7) (A) In section 142 (a), strike out “chapter 1 of this title” each 
place it appears and insert “chapter Pr": 

(B) In such section 142 (a), strike out “under this title’ and “purposes 
of this title” each place they appear and insert “under chapter I or under 
this title’, and “purposes of chapter I or of this title’, respectively. 

(S) Section 142 (b) is amended by striking out “chapter 3 of title I 
of this Act’ and inserting in lieu thereof “this title’’. 

(9) Section 144 1s amended by inserting immediately after ‘under this 
title” the following: “or chapter IP’. 

(10) Section 202 (b) is amended by striking out ‘401 (a)’’ and insert- 
ing in lieu thereof “451 (a)’’. 

(117) Amend the heading of title IV to read as follows: 


“Tirte 1V—SpectaL ASSISTANCE AND Oruer Proarams’’. 


(12) (A) Immediately after section 420, insert the following new 
chapter heading: 


“OHAPTER III—CONTINGENCY FUND” 


(B) Section 401 is redesignated as section 451 of chapter [72. 

(13) Section 405 (d) is amended by striking out “401” and inserting 
in lieu thereof “*461"’. 

(14) Section 410 is amended by striking out “chapter 1 of title I’ and 
inserting in lieu thereof “chapter I’’. 

(15) Section 411 (b) is amended by striking out “‘chapter 1 of title I” 
and inserting in lieu thereof “‘chapter I’’. 

(16) Immediately above section 501, strike out the heading of title V 
and of chapter 1 of that title and insert the following: 


“CHAPTER IV—GENERAL AND ADMINISTRATIVE PRO- 
VISIONS” 


(17) Section 503 is amended by striking out “chapter 1 of title I” 
and inserting in lieu thereof “chapter I’’. 

(18) (A) Section 504 (a) is amended by striking out “titles 11, (11, 
and 1V, and chapter 3 of title I,” and inserting in lieu thereof “chapter 
iF’. 
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(B) Section 504 (c) is amended by striking out “chapter 1 of title I’ 
and inserting in lieu thereof “chapter I’. 

(19) (A) The first sentence of section 510 is amended by striking 
out “chapter 3 of title I’ and inserting in lieu thereof “title I of chapter 
iT. 

(B) The third sentence of section 510 is amended by striking out 
“title II or chapter 3 of title I’ and inserting in lieu thereof “‘title I or II 
of chapter IT’’. 

20) Section 511 (a) is amended by striking out “title I’ and insert- 
ing in lieu thereof “chapter I or title I of chapter IT’. 

(21) Section 511 (c) 1s amended by striking out “chapter 1 of title I’’ 
and inserting in lieu thereof “chapter I’. 

(22) Section 513 1s amended by striking out “401” and inserting in 
lieu thereof “451’’. 

(23) Immediately above section 521, strike out the chapter heading. 

(24) In section 521 (6), insert “of chapter II” immediately after 
“title IIT’. 

(25) In section 521 (c), strike out “chapter 3 of title I’’ and insert in 
lieu thereof “‘title I of chapter II’’. 

(26) Sections 522 (c) and 522 (d) are each amended by striking out 
“chapter 1 of title I’ and inserting in lieu thereof “chapter I’’. 

(27) Section 523 (c) (2) is amended by striking out “chapter 1 of 
title I’”’ and inserting in lieu thereof “chapter I’’. 

_ (28) Section 524 1s amended by striking out “chapter 1 of title I’’ and 
inserting in lieu thereof ‘‘chapter I’’. 

(29) The portion of section 587 (a) which precedes paragraph (1) is 
amended by striking out “chapter 1 of title I’ and inserting in lieu thereof 
“chapter I’’. 

(30) Immediately above section 541, strike out the chapter heading. 

(31) Section 545 (c) is amended by striking out “chapter 1 of title I’ 
and inserting in lieu thereof ‘“‘chapter I’. 

(32) Section 545 (h) is amended by striking out “chapter 1 of title I’’ 
each place it appears and inserting in lieu thereof “chapter I’’. 

(33) Sections 545 (7) and 545 (k) are each amended by striking out 
“chapter 3 of’, and by inserting “of chapter II or under chapter III” 
immediately after “title IV”’. 

(34) Section 549 is amended by inserting “‘of chapter II’ immediately 
after “title LIT’. 


AMENDMENTS TO OTHER LAWS 


Sec. 502. (a) The Defense Base Act, as amended (42 U.S. C. 1651), 
is further amended as follows: 

(1) In subsection (a) of the first section, insert the following new sub- 
paragraph after subparagraph (4): 

“(§) under a contract approved and financed by the United States 
or any executive department, independent establishment, or agency 
thereof (including any corporate instrumentality of the United 
States), or any subcontract or subordinate contract with respect 
to such contract, where such contract is to be performed outside the 
continental United States, under the Mutual Security Act of 1954, 
as amended (other than title II of chapter II thereof), and not 
otherwise within the coverage of this section, and every such contract 
shall contain provisions requiring that the contractor (and sub- 
contractor or subordinate contractor with respect to such contract) 
(A) shall, before commencing performance of such contract, provide 
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for securing to or on behalf of employees engaged in work under such 
contract the payment of compensation and other benefits under the 
provisions of this Act, and (B) shall maintain in full force and effect 
during the term of such contract, subcontract, or subordinate contract, 
or while employees are engaged in work performed thereunder, the 
said security for the payment of such compensation and benefits, 
but nothing in this paragraph shall be construed tou apply to any 
employee of such contractor or subcontractor who is engaged exclu- 
sively in furnishing materials or supplies under his contract;’’. 

(2) In subsection (e) of such section, strike (8) or (4)” in the last 
sentence and substitute therefor ‘(3), (4), or (5)”’. 

(3) In subsection (f) of such section, insert “or in any work under 
subparagraph (6) subsection (a) of this section” between “this section” 
and “‘shall not apply’’. 

(b) In the first section of the Act of June 28, 1985, as amended (49 
Stat. 425), strike out “$30,000” and insert “$33,000”, and strike out 
“$15,000” the first time it appears and insert “$18,000”. 

(c) In section 101 of the Government Corporation Control Act, as 
amended (81 U. S. C. 846), insert “Development Loan Fund;’’ before 
“Institute of Inter-American Affairs’’. 

(d) In section 2 of the Act of July 11, 1956 (70 Stat. 523), strike out 
all beginning with “An” down through “Conference and” and substitute 
“There is authorized to be appropriated annually, for the annual con- 
tribution of the United States toward the maintenance of the North 
Atlantic Treaty Organization Parliamentary Conference, such sum as 
may be agreed upon by the United States Group and approved by such 
Conference, but in no event to exceed for any year an amount equal to 25 
per centum of the total annual contributions made for that year by all 
members of the North Atlantic Treaty Organization toward the mainte- 
nance of such Conference, and’’. 

(e) Section 5 of the Act of July 30, 1946 (22 U.S. C. 287q) is amended 
by the addition of the following sentences at the end thereof: “‘The National 
Commission is further authorized to receive and accept services and gifts 
or bequests of money or materials to carry out any of the educational, 
scientific, or cultural purposes of the National Commission as set forth 
in this Act and in the constitution of the Organization. Any money so 
received shall be held by the Secretary of State and shall be subject to 
disbursement through the disbursement facilities of the Treasury Depart- 
ment as the terms of the gift or bequest may require and shall remain 
available for expenditure by grant or otherwise until expended: Provided, 
That no such gift or bequest may be accepted or disbursed if the terms 
thereof are inconsistent with the purposes of the National Commission 
as set forth in this Act and in the constitution of the Organization. Inno 
event shall the National Commission accept gifts or bequests in excess of 
$200,000 in the aggregate in any one year. Gifts or bequests provided 
for herein shall, for the purposes of Federal income, estate, and gift tares, 
be deemed to be a gift to or for the United States. The National Com- 
mission and Secretary of State shall submit to Congress annual reports 
of receipts and expenditures of funds and bequests received and disbursed 
pursuant to the provisions of this section.” 

(f) The portion of subsection (a) of section 2 of the joint resolution of 
June 30, 1948, as amended (22 U. S. C. 272a (a)), which precedes 
‘, as apportioned” is amended to read as follows: (a) such sums as 
may be necessary for the payment by the United States of its share of the 
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expenses of the Organization, but not to exceed 25 per centum of such 
CXL PeNse 8’ 

(q) Section 101 (a) of the War Hazards Compensation Act, as amended 
(42 U S.C. 1701), ts further amended by inserting the following new sub- 
paragraph after subparagraph (3): “or (4) to any person who is an em- 
ployee specified in section I (a) (5) of the Defense Base Act, as amended, 
af no co meh enti nis payable with respect to such injury or death under 
such Act, or to any person engaged under @ contraet for his personal 
services oe the United States approved and financed by the United 
States under the Mutual Security Act of 1954, as amended (other than 
title 1] of chapter II thereof): Provided, That in cases where the United 
Siales is not a formal partly to contracts approved and financed under the 
Mutual Security Act of 1954, as amended, the Secretary, upon the recom- 
mendation of the head of any department or agency of the United States, 
may, in the exercise of his discretion, waive the application of the pro- 
visions of this subparagraph with respect to any such contracts, subcon- 
tracis, or subordinate contracts, work location under such contracts, sub- 
contracts, or subordinate contracts, or classification of employees.” 

(hk) Section 571 (c) of the Foreign Service Act of 1946, as amended, 
is amended by deleting the words “in the Department’ wherever they 
appear therein and by adding at the end thereof the following new sen- 
tences: “‘Any Foreign Service officer who resigned from the Service, or 
anees in accordance with section 686 of this Act on or after November 
14, 1957, but prior to the enactment of this sentence, for the purpose of 
gocepting an immediate appointment to such a position, shall be con- 

sidered as having been assigned to such other position under authority 
of this section as amended. Appropriate adjustment at the election of 
the officer may be made with respect to special contributions deposited 
immediately prior to resignation or retirement by any such officer under 
title VIII of this Act on salaries in excess of $13,500.”’. 

(i) Section 1011 of the United States Information and Educational 
Exchange Act of 1948, as amended, is further amended by adding the 
following new subsection at the end thereof: 

“(h) (1) There is authorized to be appropriated annually an amount 
to restore in whole or in part any realized impairment to the capital 
used in carrying on the authority to make informational media guaran- 
ties, as provided in subsection (c), through the end of the last completed 
Pee year. 

) Such impairment shall consist of the amount by which the losses 
ad and interest accrued on notes exceed the revenue earned and any 
previous ap propriation s made for the restoration of impairment. Losses 
shall inciude the dollar losses on foreign currencies sold, and the dollar 
cost of foreign currencies which (a) the Secretary of the Treasury, after 
consultation with the Director, has determined to be unavai.able for, or 
in excess of, requirements of the United States, or (b) have been transferred 
to other accounts without reimbursement to the special account. 

“(8) Dollars appropriated pursuant to this section shall be applied to 
the payment of interest and in satisfaction of notes issued or assumed 
hereunder, and to the extent of such application to the principal of the 
notes, the Director is authorized to issue notes to the Secretary of the 
Treasury which will bear interest at a rate to be determined by the Secretary 
of the Treasury, taking into consideration the current average market 
yields of outstanding marketable obligations of the United States having 
maturities comparable to the guaranties. The currencies determined to be 
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unavailable for, or in excess of, requirements of the United States as 
provided above shall be transferred to the Secretary of the Treasury to be 
held until disposed of, and any dollar proceeds realized from such dis- 
position shall be deposited in miscellaneous receipts.’’. 

(7) The Act of May 26, 1949, as amended (5 U.S. C. 181a-181c), 
relating to the oryanization of the Department of State, is amended as 
follows: 

(1) In the first section, strike out “three” and insert “two” 

(2) In section 2, desiqnate the present language as “(a)” and add the 
following new subsection: 

“(b) There is hereby established in the Department of State the Office 
of Under Secretary of State for Economie Affairs, which shall be filled 
by appointment by the President, by and with the advice and consent of 
the Senate. The Under Secretary of Siate for Economie Affairs shall 
receive compensation at the rate of $22,000 per year and shall periorm 
such duties as may be prescribed by the Secretary of State. The President 
may initially fill the position of Under Secretary of State for Economie 
Affairs by appointing, without further advice and consent of the Senate, 
the officer who, on the date of the enactment of this subsection, held the 
position of Deputy Under Secretary of State for Economie z A flairs. Any 
provixion of law resting authority in the ‘Deputy Under Seeretary of State 
for Economie Affairs’ or any other reference with respect thercto, is hereby 
amended to vest vuch authority in the Under Secretary of State for 
Economic Affairs.” 

(k) Section 712 (6) of title 10 of the United States Code is amended 
to read as follows, such amendment to take effect nine months after the 
date of enactment of this Act: 

““(b) Subject to the prior approval of the Secretary of the military 
depariment concerned, a membir detailed under this section may accept 
any office from the country to which he is detailed. He is entitled to 
credit for all serrice while so detailed, as if serving with the armed forces 
of the United States. Arranyements may be made by the President, 
with countries to which such members are detailed to perform functions 
under this section, for reimbursement to the United States or other sharing 
of the cost of performing such functions.” 

(l) Section 104 cf the Agricultural Trade Development and Assistance 
Act of 1954 (Public Law 480, Eighty-third Congress; 7 U. S. C. 1704), 
as amended, is further amended by adding after paragraph (3) the follow- 
ing new paragraph: 

“(k) To collect, collate, translate, abstract, and disseminate scien- 
tific and technological information and to conduct and support 
SC vent) fic activities overseas including programs and projects of 
scientific cooperation between the United States and other countries 
such as coordinated research against diseases common to all of man- 
kind or unique to individual regions of the globe, but no foreign 
currencies shall be used for the purposes of this subsection (k) 
unless specific appropriations be made therefor.”’ 

(m) The Act of June 14, 1948, as amended (22 U.S. C. 290) authoriz- 
ing participation in the World Health Organization, is amended by 
adding the following new section 6: 

“Sec. 6. The Congress of the United States, recognizing that the 
diseases of mankind, because of their widespread } prevalence, debilitating 
effects, and heavy toll in human life, constitute a major deterrent to the 
efforts of many peoples to develop their economic resources and productive 
capacities, and to improve their living conditions, declares it to be the 
policy of the United States to continue and strengthen mutual efforts 
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among the nations for research against diseases such as heart disease 
and cancer. In furtherance of this policy, the Congress invites the World 
Health Organization to initiate studies looking toward the strengthening 
of research and related programs against these and other diseases common 
to mankind or unique to individual regions of the globe.” 


COOPERATION IN WESTERN HEMISPHERE 


Sec. 503. It is the sense of the Congress that, in view of the friendly 
relationships and mutual interests which exist between the United States 
and the other nations of the Western Hemisphere, the President should, 
pursuant to the provisions of the Mutual Security Act of 1954, as amended, 
and other applicable legislation, seek to strengthen cooperation in the 
Western Hemisphere to the maximum extent by encouraging joint programs 
of technical ish economic development. 

And the Senate agree to the same 


THomas E. Moraan, 

A. S. J. CARNAHAN, 

CLEMENT J. ZABLOCKI, 

JoHN M. Vorys, 

Wa rer H. Jupp, 

Managers on the Part of the House. 

THEODORE FrANcISs GREEN, 

J. W. Fu.sricar, 

JOHN J. SPARKMAN, 

Husert H. Humpnurey, 

Mike MANSFIELD, 

ALEXANDER WILEY, 

H. ALEXANDER SMITH, 

Bourke B. HickENLooPER, 

Wituram F. KNow.anp, - 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THD HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate to 
the bill (LT. R. 12181) to amend further the Mutual Security Act of 
1954, as amended, and for other purposes, submit the following state- 
ment in explanation of the effect of the action agreed upon by the 
conferees and recommended in the accompanying conference report: 

The Senate struck out all of the House bill after the enacting clause 
and inserted a substitute amendment. The committee of conference 
has agreed to a substitute for both the House bill and the Senate 
amendment. Except for clarifying, clerical, and necessary conform- 
ing changes, the differences are noted below: 

he committee of conference agreed upon an authorization of 
$3,031,400,000, a reduction of $266,500,000 from the executive branch 
authorization request. 

The House bill authorized an appropriation of $2,958,900,000. 
The Senate amendment authorized an appropriation of $3,103,900,000 
exclusive of the limitation of $2.4 billion on military assistance and 
defense support contained in section 13 of the amendment. When the 
ceiling in section 13 of the Senate amendment was applied, the differ- 
ence lateaen the 2 Houses was $110 million. On the basis of the 


individual authorizations and without regard to this ceiling, the 


difference between the 2 Houses was $145 million. 

The amount authorized by the committee of conference for military 
assistance was $1,605 million and $810 million for defense support. 
The sum of these two authorizations equaled the sum as they passed 
the House, although military assistance was reduced $35 million and 
defense support was increased $35 million. The Senate also receded 
from section 13 of its amendment which placed an overall ceiling of 
$2.4 billion on the total authorization for military assistance and de- 
fense support and also authorized a Presidential transfer of not more 
than $235 million between these 2 items. 

The committee of conference agreed to $202.5 million for special 
assistance, a reduction of $9.5 million from the Senate figure. The 
Senate approved amount for the contingency fund was reduced from 
$200 million to $155 million. The Senate accepted the House figure of 
$33 million for ICA administrative expenses. The net result of these 
adjustments was to divide equally the difference of $145 million be- 
tween the two Houses. Thus the Senate figure was reduced by $72.5 
million and the House figure increased by an identical amount. 


17 
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Mutual security program for fiscal year 1959 


{In thousands] 

















Adminis- | Senate Difference | Committee 
| tration au-| House amend- between of con- 
thorization amounts ment House and ference 
i request | | Senate 
Sec. 103 (a). Military assistance. -.......-.-.- $1 $1, 800, 000 |' $1, 640, 000 $1, 600, 000 — $40, 000 $1, 605, 000 
Sec. 131 (b). Defense support__-_.-.--- | 835, 000 | 775, 000 | 835, 000 | +60, 000 810, 000 
See. 203. De velopment a ais ah dicks idde id bad Seeds Shed ob be dh bhGh ER EeAALS « 
Sec. 304. Bilateral technica] coopers ation - 142, 000 150, 000 | SP GES Jo ancs-- deen 150, 000 
Sec. 306 (a). United Nations technical as- | | 
sistance programs. __...--- a 20, 000 20, 000 SD, bc ceneeninn 20, 000 
Sec. 305 (b). OAS technic: 41 cooperation _ 1, 500 | 1, 500 1, 500 ie cone 1, 500 
See. 400 (a). Special assistance | 212, 000 | 185, 000 | 212,000 | +27, 000 202, 500 
Sec. 405 (a). Intergovernmental Commit- | 
tee for epee an Migration- Ls bs So OA SS, 2 Se St 
Sec. 405 (c). U. N. Hig h Commissioner for | | | 
peace = eet oal 1, 200 | 1, 200 | GF hoo Sco cc 1, 200 
See. 405 (d). Escapees--._- eer) 8, 600 | 8, 600 | SAGE. 2.432.132 8. 600 
Sec. 406. U. N. Cnildren’s Fund. ___----_- 11,000 | 11, 000 BT he inks ieee 11, 000 
See. 407. Palestine refugees _ ; aimee 25, 000 25, 000 | Se Toatecadeamd 25, 000 
Sec. 408. NATO civilian expenses. - datalairtdnaecneadistehstahtiedadate<ibeed Ab nine wailed Be eds eetti den 
Sec. 409 (c). Ocean freight. .............-.-- 2, 100 | 2, 100 | SUE Ei nansnace 2, 100 
Sec. 410. Control Act expenses 7 1, 000 | 1, 000 OMe ik coo 1, 000 
See. 411 (b). ICA administrative expenses 33, 000 | 33, 000 31, 000 —2, 000 33, 000 
See. 411 (c). State administrative expenses-|......-.---- eA Re PB ane et eee te ee 4 
Sec. 419 (a). Apespe te Pace. 4 eetcees fe 5, 500 5, 500 tS eye? 5, 500 
Sec. 451 (b).2 Contingency fund-.._--_-- _| 200, 000 100. 000 200, 000 | +100, 000 155, 000 
is taietinditinanten reese rereite 3, 297, 900 | 2, 958, 900 3, 103, 900 | +145, 000 3, 031, 400 
| ! 








1 Although the Senate amendment included $1.6 billion for military assistance and $835 million for defense 
support, a total of $2,435 million, section 13 of the amendment limited the totai authorization of these 2 
items to $2.4 billion. This section also authorized the Presidential transfer of $235 million between military 
assistance and defense support in order to allow the President to apportion the reduction set by the ceiling. 

2 Formerly sec. 401 (b). 


REORGANIZATION OF THE ACT (SEC. 501) 


The House bill changed the title headings of the Mutual Security 
Act in order to place military assistance in a separate chapter and 
defense support under the economic chapter. These changes were 
intended to make clear that defense support although necessary for 
military needs was nevertheless economic assistance. Special assist- 
ance and the contingency fund were put into a new chapter because 
it was believed that each could include both military and economic 
assistance. ‘The Senate amendment contained no similar provision. 

The committee of conference accepted the House reorganization of 
the Mutual Security Act with an amendment. ‘The amended version 
removes special assistance from the same chapter as the contingency 
fund and puts the former into the chapter headed ‘Economic Assist- 
ance.”’ ‘This latter change conforms to the executive branch definition 
that special assistance is now regarded as economic assistance neces- 
sary to achieve political, economic, or other objectives in countries 
where no assistance is provided in support of significant military 
forces, or in situations where the assistance cannot be appropriately 
rendered as technical assistance or from the Development Loan Fund. 
The contingency fund, unlike special assistance, may be used for both 
military and nonmilitary assistance. 


AID TO INDIA 
The Senate amendment added subsection (d) to section 2 of the 


Mutual Security Act, stating the sense of the Congress that it is in 
the interest of the United States to join with other nations in provid- 
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ing support to assist India to complete its current program for eco- 
nomic development. 

The House bill contained no provision on this subject. 

It was the view of the House conferees that since the concepts ¢m- 
bodied in the India amendment were expressed in various sections 
of the Mutual Security Act it was unnecessary to make specific ref- 
erence to a particular country in relation to policies already expressed 
in law in general terms. 


MILITARY ASSISTANCE TO LATIN AMERICA (SEC. 103) 


The Senate version contained an amendment to section 105 (b) (4) 
requiring the President to review findings made under that section 
annually and to make a determination each year as to whether military 
assistance is necessary. Furthermore, it laid down the policy that 
internal security requirements should not normally be the basis for 
military assistance in Latin America. 

The House bill contained no similar amendment. 

Under the existing section 105 (b) (4) military assistance may be 
furnished to Latin American nations only in accordance with defense 
plans found by the President to require those nations to participate 
in missions important to the defense of the Hemisphere, 

Since the amendment is in conformity with existing section 105 
(b) (4) and reflects the policy expressed in that section, the managers 
on the part of the House agreed to the retention of the Senate language. 
In their opinion the amendment does not represent a change in policy 
except with respect to requiring an annual review by the President. 
Recent events tend to indicate the necessity for a restatement of the 
United States policy that military assistance to Latin America shall 
be furnished for internal security requirements only under extraordi- 
nary circumstances, 


USE OF SURPLUS COUNTERPART FUNDS (SEC. 202) 


The Senate version added two provisos to section 142 (b) (iii). The 
first proviso permitted a recipient nation to utilize those counterpart 
funds which are excess to United States requirements and exceed the 
requirements for purposes for which new funds authorized by the 
Mutual Security Act would be available for other purposes. Such 
uses would have to be agreed to by the United States and be consistent 
with United States foreign policy. The second proviso required that 
any proposed utilization of such excess amounts should be reported to 
the 4 appropriate congressional committees, and that such utilization 
should not be effective until 60 days after such reporting. 

The House bill contained no provision on this subject. 

The Senate amendment was proposed specificaliy to make it 
possible for the Austrian Government to make a loan to the Austrian 
Hilfsfond for use in compensating former Austrian nationels who were 
persecuted under the Nazi regime and are now residing outside 
Austria. The executive branch had previously determined that such 
use of Austrian counterpart was not permitted. Present law au- 
thorizes the use of counterpart (aside from that counterpart ear- 
marked for United States requirements) only to carry out. purposes 
for which new funds authorized by the Mutual Security Act would 
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themselves be available. Since compensation to victims of Nazi 
persecution was not a purpose for which new funds authorized by 
the Mutual Security Act would be available, additional legislation 
was regarded necessary to permit the use of Austrian counterpart 
for this purpose. 

The managers on the part of the House recognized the desirability 
of the proposed use of excess counterpart funds for this purpose. 
They regarded the granting of such broad authority over the use of 
excess counterpart as contained in the Senate amendment to be un- 
desirable. They therefore accepted compromise language limiting 
the utilization of excess counterpart to the equivalent of $4 million, 
the amount estimated to be expended in carrying out the program 
for Austria. Proposals for further utilization of excess counterpart 
will require approval by the Congress. 


ASSISTANCE TO YUGOSLAVIA 


The House bill contained an amendment to section 143 with refer- 
ence to assistance to Yugoslavia prohibiting the furnishing of 
any assistance to Yugoslavia after 90 days unless the President had 
determined that (1) there has been no change in the fundamental 
policies on which aid to Yugoslavia is based; (2) Yugoslavia is not 
participating in policies or programs for the Communist conquest of 
the world; and (3) it is in the interest of national security to continue 
aid. The feasans would have been required to keep Congress 
continually informed of determinations under this section and of 
assistance to Yugoslavia. The Senate version contained no amend- 
ment to section 143. 

Section 143 of the present law is substantially similar to the House 
provision. Section 143 requires the President to assure himself 
continually that (1) Yugoslavia continues to maintain its inde- 
pendence; (2) Yugoslavia is not participating in policies or programs 
for the Communist conquest of the world; and (3) the furnishing of 
assistance is in the national security interest. Under this provision 
the President must keep the Congress informed of assistance to 
Yugoslavia. 

The committee of conference decided that, in view of recent 
developments in Yugoslavia, it was undesirable to make any change 
in this section at this time. 


STATE DEPARTMENT ORGANIZATION (SEC. 502 (j)) 


The Senate amendment provided for the creation of an Under 
Secretary of State for Economic Affairs in the Department of State 
and for the abolition of the Deputy Under Secretary of State for 
Economic Affairs. 

The House bill contained no similar provision. 

The committee of conference accepted the Senate language. 

Although the activities of ICA are under the authority of the 
Department of State, the Director of ICA presently outranks the 
Deputy Under Secretary of State for Economic Affairs. The effect 
of the Senate provision is to upgrade the position of the principal 
economic officer in the Department of State so that he will be senior 
to the Director of ICA. The new position will give further emphasis 
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to congressional insistence that the mutual security program is an 
integral part of United States foreign policy and, as such, is under 
the immediate direction of the Department of State. 

The Senate language also provides that the present Deputy Under 
Secretary of State for Economic Affairs, Hon. C. Douglas Dillon, 
may be appointed to the new office without further advice and consent 
of the Senate. 

The Under Secretary of State will continue to serve as principal 
assistant to the Secretary of State for all aspects of the conduct of 
United States foreign relations. The Under Secretary of State for 
Economic Affairs is scheduled to receive a salary of $22,000 per 
annum, while that of the Under Secretary of State is fixed at $22,500. 
This difference in salary is intended to indicate clearly the subordinate 
position of the Under Secretary of State for Economic Affairs. 

The Senate amendment also includes language that has the effect of 
changing the composition of the Board of Directors of the Develop- 
ment Loan Fund so that the new officer will replace the Deputy Under 
Secretary of State for Economic Affairs—a position that is abolished 
by the Senate amendment. 


CONTRIBUTION TO UNITED NATIONS TECHNICAL ASSISTANCE PROGRAMS 
(sec. 204 (b)) 


The House bill amended the proviso of section 306 (a) so as to pro- 
vide that for the calendar year 1959 and thereafter the United States 
contribution to United Nations technical assistance and related pro- 
grams may be as much as but not to exceed 40 percent of the total 
amount contributed for that purpose in any given year. 

The Senate amendment contained no provision on this subject, and 
left unchanged the present scale of United States contributions, which 
provides for 38 percent in fiscal year 1959 and 33% percent in fiscal 
year 1960 and thereafter. 

The committee of conference accepted the House language except 
for certain revisions intended to clarify the meaning of the House bill. 

The managers on the part of the House were in agreement with the 
Senate conferees that it is desirable that other nations increase their 
contributions to the multilateral technical cooperation and related 
programs and that the United States should in due course reduce its 
percentage contribution. 


CONTINUATION OF INTERNATIONAL DEVELOPMENT ADVISORY BOARD 
(IDAB) 


The House bill contained a provision repealing section 308, relating 
to the International Development Advisory Board, but the Senate 
version did not repeal that section. The International Development 
Advisory Board, which by statute is composed of 13 members, has 
the duty of advising the President and the Director of the Inter- 
national Cooperation Administration on policy matters relating to 
technical cooperation, the Development Loan Fund, and the encourage- 
ment of private enterprise under the mutual security program. 

The committee of conference agreed to the retention of section 308 
providing authority for the continuation of the Board. Although 
there have been no Board members since last September, the executive 
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branch made a strong plea that the Board is necessary. The primary 
reasons for the delay in the reactivation of the IDAB were: (1) the 
resignation of the then Director of ICA last fall and the appointment 
of a new Director, and (2) the desire to await action of the Congress 
on certain proposals which would influence substantially the functions 
of the Board, particularly if the Development Loan Fund were 
incorporated. 

The managers on the part of the House are firmly of the opinion 
that representatives of science should be included on the Board. It 
would also appear to be appropriate for the International Develop- 
ment Advisory Board to utilize advisory groups representing business, 
labor, agriculture, public health, science, and education. 


PALESTINE REFUGEES (SEC. 205 (f)) 


The House bill authorized an appropriation of $25 million for fiscal 
year 1959 for the United States contribution to the United Nations 
Relief and Works Agency for Palestine Refugees in the Near East. 
The Senate amendment authorized an identical sum, but included a 
proviso that $5 million of the funds appropriated for this purpose 
shall be used only for repatriation or resettlement of such refugees. 

If the entire $25 million were appropriated, the $5 million ear- 

marked for repatriation or resettlement would be 20 percent. Should 
the appropriation be less, however, the $5 million would constitute a 
larger percentage of the available money. The conferees substituted 
a figure of 15 percent of the appropriated amount in lieu of the flat 
sum of $5 million for repatriation or resettlement. 

The committee of conference agreed with the philosophy contained 
in the Senate proviso, namely, that the governments of the Near 
East take more vigorous steps to effect a solution of the refugee prob- 
lem. It was recognized, however, that the critical situation in that 
area only makes more difficult the relocation of the refugees. Relief 
and rehabilitetion are not only a continuing demand but are pre- 
requisites to the suecess of any repatriation or resettlement program. 
The committee of conference is not satisfied that officials of the gov- 
ernments in the Middle East and officials of the United States Gov- 
ernment have exhausted their ingenuity or fully utilized their oppor- 
tunities to begin a reasonable settlement of this troublesome problem. 


OFFSHORE PROCUREMENT, PROTECTION OF THE UNITED STATES ECONOMY, 
AND STUDY OF THE ROLE OF PRIVATE ENTERPRISE (SEC. 205 (j) (2)) 


The House bill contained a provision entitled “Protection of the 
United States Economy,” which would have required an annual 
review of operations under the program by a committee composed of 
the Secretaries of State, Treasury, Commerce, Labor, and Agriculture. 
The purpose of the study would have been to determine w hether such 
operations had adversely affected the economy of the United States, 
with special reference to areas of substantial labor surplus. Recom- 
mendations were called for. 

The Senate amendment contained a section amending section 510 of 
the act, which would have prohibited offshore procurement of commod- 
ities except that up to 50 percent of the funds appropriated might be 
used for procurement overseas if the President determined that the 
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procurement did not result in adverse effects upon the economy of the 
United States, with special reference to any areas of labor surplus, 
outweighing the economic advantages to, and the national interests of, 
the United States of less costly procurement. abroad. 

The Senate version also contained a provision for a review by the 
Departments of State and Commerce, and other agencies of the 
Government, of the ways and means by which the role of the private 
sector of the economy could be more effectively utilized in the foreign 
policy efforts of the United States. Private enterprise would have 
been called upon to cooperate in the study. Recommendations would 
have been required from the reviewing group. 

Some members of the committee of conference were strongly 
opposed to changes in the provisions before them. ‘The following con- 
siderations influenced the judgment of the majority of the conferees: 
(1) The matters covered by 1 the above provisions are closely inter- 
related; (2) over 50 percent of ICA financed procurement already 
takes place in the United States; and (3) the various reviews called 
for would be overlapping. Therefore a majority of the Senate and 
House members of the committee of conference agreed to eliminate 
the above three provisions and to substitute a new provision calling 
for a study, under the direction of the President, by certain Govern- 
ment agencies of the relation of the program to American private 
enterprise and the American economy, to make recommendations to 
prevent any possible adverse effects, with special reference to areas 
of substantial labor surplus, and to further the role of American 
private enterprise in promoting our foreign policy. The committee 
of conference emphasizes that the new provision envisages a study 
of the possible adverse effects upon the United States economy arising 
from operations under the mutual security program. It is contem- 
plated that this study will be financed from the regular appropriations 
available to each agency participating. 


MUNITIONS CONTROL (SEC. 205 (k)) 


The House bill contained a provision prohibiting the return to the 
United States, other than for the Armed Forces of the United States 
and its allies, of military arms or ammunition furnished to foreign 
governments by the United States under any foreign assistance 
programs of the United States. 

The Senate version limited the items prohibited for import to 
military firearms, rather than arms or ammunition, manufactured in 
the United States and furnished to foreign governments under any 
foreign aid program. The Senate version further stipulated that it 
was to apply only to items imported for sale and regardless of whether 
the arms in question had been advanced in value in a foreign country. 
It also provided that the prohibition should not extend to firearms 
which had been so substantially altered as to become in effect articles 
of foreign manufacture. 

The committee of conference adopted a compromise which prohibits 
the return to the United States for sale in the United States of any 
military firearms or ammunition of United States manufacture and 
furnished to foreign governments by the United States under the 
Mutual Security Act or any other foreign assistance program of the 
United States. The prohibition is not to apply to military firearms 
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or ammunition imported into the United States for the Armed Forces 
of the United States or its allies, and shall not apply to firearms that 
have been so substantially altered as to become in effect articles of 
foreign manufacture. The foreign aid programs of the United States 
covered under this provision would include, among others, the lend- 
lease program, the Greek-Turkish assistance program, the mutual 
defense assistance program, and the mutual security program. The 
phrase ‘‘military firearms’? was accepted because if the words “‘mili- 
tary arms” had been used, there was a possibility that such items as 
armored vehicles, spare parts for armored vehicles, and other similar 
items might have been included in the prohibition. 


MALARIA ERADICATION (SEC. 205 (m)) 


The committee of conference accepted the House language, as re- 
phrased, to make clear that the Development Loan Fund may, in 
accordance with the provisions of title II of chapter II, furnish assist- 
ance designed to aid the efforts of other peoples to eradicate malaria. 


CONGRESSIONAL TRAVEL ACCOUNTING (SEC. 401 (&)) 


The House bill amended section 502 (b) to provide that local cur- 
rency used by any congressional committee be charged against any 
amounts made available to such committee from the appropriate 
contingent funds, and that the use of such currency be subject to all 
the reporting and other requirements which apply to the expenditure 
of amounts made available from such contingent fund. 

The Senate amendment amended section 502 (b) to require that 
each member or employee of any congressional committee make to the 
chairman of his committee an itemized listing of expenditures of 
foreign currency and that each committee submit a consolidated 
report showing the totgl itemized expenditures of the committee and 
of each member or ashore thereof during the preceding calendar 
year to the House Administration Committee or the Senate Appro- 
priations Committee. This report was required to be published in 
the Congressional Record. 

The information available to the managers on the part of the House 
indicated that the provision contained in the House bill would require 
substantial modification and reorganization of the accounting pro- 
cedures of the House of Representatives which would not be necessary 
in order to attain the objectives of an itemized accounting of foreign 
travel expenditures by individuals and of a public reporting of such 
expenditures. The House conferees, therefore, accepted the simpler 
language of the Senate amendment, since it appeared to attain the 
desired objectives. The committee of conference agreed, however, to 
eliminate from the Senate provision the requirement that the total 
itemized expenditures of each committee member or employee should 
be reported and published in the Congressional Record. Instead, 
language was accepted requiring that each member or employee of 
any congressional committee must report to the chairman of his com- 
mittee an itemized listing of expenditures of foreign currency. The 
total itemized expenditures of each committee and subcommittee 
during each calendar year is to be reported to the Committee on 
House Administration or the Committee on Appropriations of the 
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Senate and published in the Congressional Record. The provision 
takes effect on the date of enactment of the bill. 

The committee of conference believes that foreign travel by Mem- 
bers of Congress should be encouraged and recognizes that the use of 
foreign currency funds derived from operations under the mutual 
security and agriculture trade development and assistance programs 
for this purpose in most instances makes such travel possible without 
cost to the United States taxpayer. Certain foreign currencies made 
available under these programs will not be usable in the foreseeable 
future by the United States for any other purpose. 

The committee of conference was in agreement that congressional 
travel expenses should be fully accounted for and controlled and that 
the entire matter should be subject to further study not only by the 
Committees on Foreign Relations and Foreign Affairs, but by other 
interested committees of the Senate and the House. Such further 
study should include consideration of the accounting and control of 
congressional travel expenditures under authority other than that 
contained in the Mutual Security Act. 


COMPLETION OF PLANS AND COST ESTIMATES (SEC. 401 (d)) 


The House bill added a new section 517 which prohibited the obli- 
gation of defense support, bilateral technical cooperation, and special 
assistance funds for projects requiring substantive technical or financial 
— until necessary engineering, financial, and other plans had 

een completed and a reasonably firm estimate obtained of the cost 
to the United States of providing such assistance, and until a determi- 
nation had been made that any necessary legislative action by the 
recipient country might reasonably be anticipated to be completed 
within 1 year. The new section also provided that funds obligated 
for assistance subject to the conditions of the section could only be 
used for the purpose for which originally obligated and would otherwise 
revert to the Treasury. 

The committee of conference accepted the House provision with 
two modifications. The first limits the application of this section to 
obligations in excess of $100,000. The second eliminates the require- 
ment that funds obligated under the conditions established by this 
section could be used only for their original purpose and if not used, 
would revert to the Treasury. With this modification, such funds 
could be reused for other purposes as authorized by the Mutual 
Security Act. 

In accepting these modifications, the managers on the part of the 
House recognized that the application of the provisions of this section 
to small transactions might seriously impede the operation of the pro- 
gram. They also were impressed with the contention that the 4 
guage contained in the House bill would prevent the deobligation and 
reuse of funds where unforeseen changes in the political or the inter- 
national situation might make abandonment of a project for which 
funds had been obligated desirable. 


ACCEPTANCE OF BENEFITS FROM FOREIGN NATIONS AND DUAL 
COMPENSATION IN LATIN AMERICA (SEC. 401 (@) AND SEC. 502 (k)) 


The Senate amendment contained two provisions relating to the 
detail of personnel to foreign governments. The first amendment 
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prohibited any person performing functions under the Mutual Security 
Act from accepting any compensation or other benefits from a foreign 
nation. It further provided that cost-sharing arrangements could be 
made by the President with the nations to which personnel are detailed. 
The second provision amended section 712 of title 10 of the United 
States Code so that persons detailed under that section could not 
accept offices, compensation, or emoluments from the foreign govern- 
ment concerned. ‘The House bill contained no similar provisions. 

Under section 712 of title 10 of the United States Code the President 
is presently authorized to detail members of the armed services to 
certain Latin American Republics and to any other nation during time 
of war. Under that section, subject to the prior approval of the Secre- 
tary of the military department concerned, an officer so detailed may 
receive compensation or emoluments and may accept any office from 
the foreign government. 

The House receded and accepted the Senate provision prohibiting 
any person who performs functions under the Mutual Security Act 
from rec eiving any compensation from any foreign government. The 
House receded with an amendment to the second provision, amend- 
ing section 712 of title 10 of the United States Code. The House 
agreed to the Senate prohibition against a military officer detailed 
under the provisions of title 10, United States Code, section 712, 
accepting compensation or emoluments but with a compromise per- 
mitting such officers to continue to be authorized, subject to the prior 
approval of the Secretary of the department concerned, to accept 
offices from the foreign government to which detailed. 

The committee of conference agreed that it is in the best interest of 
the United States to prohibit any employee or officer performing 
functions under the Mutual Security Act or any military officer 
detailed under title 10, United States Code, section 712, from receiving 
compensation directly from a foreign government. To allow such 
individuals to receive compensation raises the possibility of a conflict 
of interest or even of divided lovalties. The committee of conference, 
however, considered it unnecessary to prohibit an officer detailed 
under title 10, United States Code, section 712, from accepting an 
office from a foreign government. ‘There may be instances where it 
is in the interest of the United States for a United States officer to 
accept an office from a foreign government. On such occasions 
however, he would be paid by the United States. For example, there 
have been instances where a United States officer has been Jen 'signated 
as commandant of a foreign military academy with a simulated rank 
in the foreign army. There may be other situations where a United 
States officer could serve in a dual capacity. 

Provision is made for cost-sharing arrangements with the foreign 
government under the Mutual Security Act and title 10, United 
States Code, section 712. Jn order to facilitate such arrangements, 
the prohibition is not to be effective for 9 months following enactment 
of this act. 


COMPUTATION OF LEVELS OF AID (sEc. 401 (f)) 


The House bill contained a provision to require the President to 
submit a report to the Congress before January 10 each year, detailing 
defense supper and spec ial assistance to be furnished for the next 
fiscal ye The provision also required that such report contain a 
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clear and detailed explanation of the method used in reaching the 
proposed levels of aid for each country, and a listing of all significant 
factors considered in determining each level of aid, the reason for the 
inclusion of each factor and the monetary value assigned to each, 
together with an explanation of the manner in which these factors are 
reconciled to yield a specific dollar figure which constitutes each level 
of aid. 

This provision was adopted on the floor after a very short discussion 
and without time for thorough analysis. The acting cheirmen of th 
committee, however, being sympathetic to the objective of the amend- 
ment, supported it. It later developed that the amendment included 
a drafting error which made the provision apply to the contingency 
fund instead of special assistance. 

The Senate, after study and analysis, did not include this provision 
in the Senate amendme nt to the bill. 

The Senate conferees took the position that the requirement for 
assigning dollar r ht to all significant ‘‘factors’”” was based on a 
misconception that an exact monetary measure could be applied to 
many of the complex “factors” involved, such as the value of an air- 
field, or the value of the steadfastness of a little country bordering the 
Soviet bloc. The Senate conferees also took the position that the 
House provision literally required a public report to Congress and 
therefore an apparent public commitment by the United States for 
“levels of aid’ for given countries before the Congress had acted and 
before negotiations with the countries involved had been completed. 

The Senate conferees were unwilling to accept the January 10 date 
requirement on the ground that it was not necessary, that it would 
conflict seriously with the regular budget process, and that to sub- 
stitute a later date would serve no useful purpose. 

Although the Senate conferees refused to accept the original House 
language, the committee of conference agreed on the objectives sought 
to be accomplished. The conferees were keenly aware that although 
the executive branch annual presentation in support of renewal of 
the Mutual Security Act has improved, particularly as a result of 
prodding by the legislative committees during recent years, the 
presents ition is still subject to further improvement. 

The committee of conference therefore adopted a revision of the 

louse provision which will result in the presentation of data which 
should facilitate the uncovering of administrative shortcomings and 
defects where and if they exist. The January 10 date requirement is 
eliminated and the requirement that a monetary value be assigned to 
each factor considered in determining levels of aid to each country 
has been deleted. The substitute language preserves the substance 
of the House provision. As modified and redrafted it will require the 
executive branch during the annual presentation to the Congress of 
authorizations and appropriations under the Mutual Security Act to 
furnish a detailed explanation of the method by which the proposed 
programs for each country have been arrived at. The compromise 
version also requires that the annual presentation include detailed 
explanations of all significant factors considered in arriving at such 
proposed programs, thus requiring an explanation and justification of 
each amount. 
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MILITARY MATERIEL PRICING FORMULA 


Although the Senate receded with respect to its amendment to 
section 545 (h) of the Mutual Security Act, relating to the valuation 
of equipment under the military assistance program, the House con- 
ferees agreed that the committees of the House and Senate should 
request a report from the executive branch prior to January 1, 1959, 
concerning the implementation of section 545 (h). Prior to 1956, 
non-excess-stock items were sold by the military services to the mil- 
itary assistance program at a cost representing the replacement value 
of a similar but more modern item. In that year section 545 (h) 
was amended to provide that such sales should be at the same price 
obtaining for similar transactions between the United States military 
services or, if there are no such transactions, then at the gross cost 
for the item concerned, reduced to take into consideration age and 
condition. 

The executive branch has been slow in implementing this provision. 
All directives have not as yet been issued. One reason for this, of 
course, is that appropriations were requested in prior years on the 
basis of anticipated receipts, and an immediate reduction in receipts 
from the military assistance program would have substantially reduced 
the funds available to the military services. 

The report from the executive branch should give a detailed account- 
ing of operations under the 1956 pricing formula and should contain 
a comparison of prices charged under the prior formula with those 
charged under the existing formula. 


PROHIBITION AGAINST UNJUSTIFIED PUBLIC WORKS 


The House bill contained a provision that prohibited the use of 
mutual security funds for any flood control, river and harbor or water 
development project in a foreign country that did not meet the benefit- 
cost standards and economic feasibility requirements established for 
similar projects in the United States. The Senate amendment con- 
tained no provision on this subject. 

The House receded from its position. The committee of conference 
endorsed the principles contained in the House language but recog- 
nized the difficulties involved in their mandatory application to proj- 
ects carried out in the less developed countries. 


INTERNATIONAL LABOR ORGANIZATION (ILO) CONTRIBUTION (SEC. 502 (f)) 


Section 2 (a) of the joint resolution of June 30, 1948, as amended, 
authorizes payment by the United States of its share of the expenses 
of the International Labor Organization (a specialized agency of the 
United Nations) as apportioned by the Organization in accordance 
with its constitution. The United States contribution has been 
limited to $1,750,000 per annum, although the apportionment as 
determined by the ILO for the United States in recent years has been 
25 percent of the ILO budget. As a consequence, the United States 
is in arrears in its payments. The House bill amended existing law 
so as to authorize an annual contribution of not to exceed 25 percent. 
The Senate bill contained a similar amendment but also a limitation 
of $2 million per annum. The conferees were informed that the 
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budget already approved for calendar year 1959 by the ILO governin 
body amounts to approximately $8.4 million. Therefore, the Unite 
States assessment as apportioned under the ILO constitution would be 
approximately $2.1 million, and the $2 million ceiling would cause 
the United States to continue to be in arrears. Under these circum- 
stances and since the ceiling on our contribution to the World Health 
Organization is also expressed as a percentage, the committee of 
conference accepted the House version. 


FOREIGN SERVICE ACT AMENDMENT (SEC. 502 (h)) 


The Senate amendment included an amendment to the Foreign 

Service Act of 1946, as amended. ‘The House bill contained no such 
rovision. The committee of conference accepted the amendment 

included in the Senate version. 

Section 571 (c) of the Foreign Service Act permits a Foreign Service 
officer to accept a position in the Department of State to which he is 
appointed by the President and is confirmed by the Senate without 
any loss of his Foreign Service status. Under this section, for example, 
a Foreign Service officer may be appointed an Assistant Secretary of 
State. The act makes no provision for a Foreign Service officer to 
accept a position elsewhere in the Government unless he resigns or 
retires from the Foreign Service. 

The newly appointed Director of the United States Information 
Agency, Hon. George V. Allen, a Foreign Service officer with nearly 30 
years’ experience, had to retire from the Foreign Service to accept his 
new post. The Senate amendment broadens the single exception in 
the Foreign Service Act to permit a Foreign Service officer to retain 
his status within the Foreign Service when he is appointed by the 
President to any position requiring Senate confirmation. The Senate 
amendment also contains language that makes the change retroactive 
in order that Mr. Allen may be considered as if he had not retired 
from the Foreign Service to accept the position of Director of USIA. 


INFORMATIONAL MEDIA GUARANTY (SEC. 502 (i)) 


The Senate amendment contained language that amended section 
1011 of the United States Information and Educational Exchange Act 
of 1948. The House bill did not contain such a provision, although 
the House Committee on Foreign Affairs had held hearings on this 
subject and was contemplating action on it this session. The House 
conferees therefore receded and concurred in the Senate amendment. 

The Senate amendment makes possible the continued financing of 
the Informational Media Guaranty (IMG) program through replenish- 
ment of its capitalfund. The capital fund which consists of an author- 
ity to borrow from the Treasury up to $28 million is nearly depleted. 

The purpose of the program is to encourage the sale of American 
books, periodicals, films, and other informational material in countries 
where dollars are lacking by guaranteeing to the American distributor 
the convertibility of local currency sales proceeds into dollars. The 
program is undertaken only after conclusion of an agreement with the 


participating country. At the present time the program operates 
in 11 countries. 
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Under the program the American exporter sells informational 
materials to a foreign importer for foreign currency which is exchanged 
for dollars by the United States Information Agency (USIA), the 
administrator of the program. Most of the foreign currencies thus 
acquired are sold by the Treasury Department to other Government 
agencies for appropriated dollars. These dollars, in turn, are credited 
to the IMG revolving fund and become available to back the issuance 
of additional guaranty contracts. The additional dollar funds 
required to operate the program, over and above the dollars obtained 
from the sale of these foreign currencies, are borrowed from the 
Treasury Department against notes assumed by the Director of the 
United States Information Agency, pursuant to the authority of 
the Mutual Security Act of 1956. 

The Senate amendment authorizes appropriations to restore USLA’s 
borrowing authority for purposes of the IMG program to the extent 
that is has been impaired by program operations. Impairment to the 
sapital fund arises from three causes: (1) Some foreign currencies ac- 
quired under the program must be sold at a lower rate of exchange 
than the rate at which they were purchased from American exporters; 
(2) in some countries local currency has accumulated in amounts in 
excess of United States Government needs so that they cannot in the 
reasonably immediate future be sold to United States Government 
agencies for dollars; and (3) in a few countries the United States has 
been obliged to agree to conditions which place certain restrictions on 
the types of United States Covernment activities which can be financed 
with these currencies. 

Since the beginning of the program in 1948 through June 1957, $13 
million of the $28 million capital fund has been used to convert local 
currencies into dollars. An additional $9.6 million is committed to 
back outstanding guaranties, leaving $5.4 million available for new 
contracts as of July 1, 1957. This authority is insufficient to finance 
the program through fiscal year 1959 unless the capital fund is re- 
plenished by appropriation. 

The executive branch estimates that IMG contracts will be issued 
for about $13 million for each of the next 2 fiscal years. To finance the 
issuance of some $26 million in guaranties the capital fund will require 
replenishment of approximately $8 million. It is important that the 
program be financed beyond a 1-year period in order that United 
States exporters can make their plans. 

The amount of the appropriation request is limited to the amount 
necessary to restore the realized impairment to the capital fund. Im- 
pairment is defined to include the amount of realized exchange losses 
plus the dollar cost of unsalable foreign currencies. The appropriated 
funds will be turned over to the Secretary of the Treasury to retire 
outstanding indebtedness, thus permitting USIA to make IMG 
borrowings in an equivalent amount within the present ceiling after 
payment of interest charges due. 


Through the annual replenishment of the [MG capital fund by 
appropriation, Congress will retain control over the extent of thy 
program. At the same time the revolving feature will provide assum 


ance of continuity to American exporters participating in the program 
The IMG program is an , important adjunct to the work of USTA. 

It makes available in countries chat lack dollars a great variety of 

informational materials privately produced in the United States. The 
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small loss suffered by the Government is more than compensated for 
by the greater circulation of important materials in countries that 
otherwise would not have access to them. 


USE OF PUBLIC LAW 480 CURRENCY FOR SCIENCE (sEc. 502 (1)) 


The Senate amendment amended section 104 of the Agricultural 
Trade Development and Assistance Act of 1954, as amended (Public 
Law 480), by adding a provision authorizing the use of Public Law 
480 currencies for scientific activities. Under the provision, Public 
Law 480 currencies could be used to collect, collate, translate, abstract, 
and disseminate scientific and technological information. They could 
also be used to conduct and support scientific activities overseas, 
including programs of scientific cooperation between the United States 
and other countries. Such cooperative projects and programs would 
include coordinated research against disease. The House bill con- 
tained no similar provision. 

The managers on the part of the House receded and accepted the 
Senate provision with an amendment to make clear that no foreign 
currencies can be used for this purpose unless specific appropriations 
are made therefor. 

Recent events have demonstrated the need for increased emphasis 
on scientific activities. There is an urgent need for translations and 
abstracts of scientific articles and books, both in the United States 
and abroad. This section will help meet that need. Furthermore, 
this provision will assist the United States, through cooperative 
activities, to secure the benefits of increased scientific activity and 
research abroad. It will help in eliminating diseases commen to all 
mankind and those which are common to particular regions. 


WORLD HEALTH ORGANIZATION RESEARCH (SEC. 502 (m)) 


The Senate amendment amended the act of June 14, 1948, as 
amended, concerning United States participation in the World Health 
Organization, by adding a new section 6, declaring it to be the policy 
of the United States to continue and to strengthen mutual efforts 
among nations for research against diseases, such as heart disease and 

cancer, and inviting the World Health Organization to initiate studies 
for the strengthening of research and related programs against such 
diseases. 

The House bill did not contain a provision on this subject. 

The managers on the part of the House accepted the Senate amend- 
ment. There did not appear to be any basis for disagreement with 
the objectives of this provision. It involves only matters of direction 
and of emphasis of existing operations, and it does not call for any 
additional expense. 

The committee of conference recognized the advantages to be 
derived if in these and other health programs the Executive by 
appropriate regulation take fullest advantage of the psychological 
value of the American origin of effective medicines. 
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JOINT ASSISTANCE PROGRAMS IN WESTERN HEMISPHERE (SEC. 603) 


The Senate amendment contained a provision expressing the sense 
of Congress that the President should, pursuant to the provisions of 
the Mutual Security Act and other applicable legislation, seek to 
strengthen cooperation in the Western Hemisphere to the maximum 
extent by encouraging joint programs of technical and economic 
development. The House bill contained no language on this subject. 

The committee of conference accepted the Senate language as 
indicative of continued congressional encouragement to the executive 
branch to explore every means available in carrying out the objectives 
expressed in the Senate language. 


Tomas E. Moraan, 

A. S. J. CARNABAN, 

CLEMENT J. ZABLOCKI, 

JouNn M. Vorys, 

Wa ter H. Jupp, 
Managers on the Part of the House. 
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JUNE 26, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following ; 


VERY 


' . eat 
OF MICHIGAN 


REPORT 


[To accompany H. R. 11078] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 11078) to promote boating safety on the 
navigable waters of the United States, its Territories and possessions; 
to provide coordination and cooperation with the States in the interest 
of uniformity of boating laws; and for other purposes, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

On page 2, delete lines 11 through 16. 

On page 2, line 17, delete ‘‘(6)’’ and insert in lieu thereof ‘‘(5)’’. 

On page 2, line 18, delete the words ‘‘a possession of the’’. 

On page 2, line 19, delete the words ‘‘United States,’ and insert 
immediately thereafter the word ‘‘and’”’, Add a period following 
“District of Columbia’. Delete the words ‘‘the Canal Zone”’, 

On page 2, line 20, delete entire line. 

On page 2, line 22, delete the word “‘machinery’’, and insert in lieu 
thereof the words “machinery of more than 7% horsepower,’’. 

On page 2, line 24, following the words ‘United States,’ insert “its 
Territories and the District of Columbia,”’. 

On page 3, line 4, following the words ‘‘United States’’, delete the 
semicolon, add a comma, and insert “its Territories and the District 
of Columbia;’’. 

On page 4, line 21, add a new sentence as follows: ‘“The owner shall 
be required to notify a designated State official of any change in his 
address within a reasonable time of such change.”’ 

On page 5, line 4, delete the word “thirty” and insert the word 
“ninety”’. 


20006—58 
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On page 5, beginning at line 5, and following paragraph (7), add the 
following new paragraphs: 


(8) In the case of a State having its numbering system 
approved after April 1, 1960, such State shall accept and rec- 
ognize any valid certificate of number awarded under subsec- 
tion (d) of this section for so long as such certificate would 
otherwise be valid under such subsection (d), except that 
where such a certificate would remain valid for more than 
one year after the date when such State’s numbering system 
was approved, the State may accept and recognize the 
validity of such certificate for a lesser period, but such period 
shall not end sooner than one year from the date of approval 
of such system. 

(9) The State may exempt any vessel or class of vessels 
from the numbering provisions of its system if such vessel or 
class of vessels has been made exempt from the numbering 
provisions of section 3 (d) by the Secretary under section 7 
(b) of this Act. 

(10) The States may charge fees in connection with the 
award of certificates of number and renewals thereof. 


On page 5, line 24, following the word “‘subsection’’, insert ‘‘(c) or’’. 
page o, 
On page 6, line 6, following ‘‘tion”’ and before ‘‘(d)”’, insert ‘‘(¢) or’. 
On page 6, following line 11, insert the following new paragraph: 

p to] ) Db ’ £ 


(h) Whenever the Secretary determines that a State is not 
administering its approved system for numbering vessels in 
accordance with the standards set forth under subsection (c) 
of this section, he may withdraw such approval. The 
Secretary shall not withdraw his approval of a State system 
of numbering until he has given notice in writing to the 
State setting forth specifically wherein the State has failed 
to maintain such standards. 


On page 6, line 16, delete the words “ten days’’, and insert in lieu 
thereof the words, ‘‘a reasonable time’’. 

On page 6, line 16, at the end of the sentence add a new sentence 
as follows: ‘The owner shall notify the Secretary of any change in 
his address within a reasonable time of such change.” 

On page 8, line 11, following the words, ‘‘United States,”’ and before 
the word “‘and’’, insert the words, “its Territories and the District of 
Columbia,’’. 

On page 8, line 12, delete the words, “the United States’, and 
insert in lieu thereof the words, ‘‘a State’’. 

On page 8, delete lines 15 through 20. 

On page 8, line 21, at the beginning of the line delete ‘‘(2)”’. 

On page 8, line 22, delete the words ‘‘a possession of the’’. 

On page 8, line 23, delete the words, ‘“‘United States,”’, and insert 
immediately thereafter the word, “and’’. Add a period following 
the words, “District of Columbia’’, and delete the words, “the Canal 
Zone, and’’. 

On page 8, line 24, delete the entire line. 

On page 9, line 2, strike out the period and insert in lieu thereof 
the following: ‘‘, provided that such rules and regulations shall be 
submitted to the Speaker of the House and the President of the 
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Senate when Congress is in session, and shall not become effective 
until 60 days thereafter.” 

On page 9, delete lines 7 through 10. 

On page 9, following line 10, add the following subsection: 


(c) (1) The Secretary, by regulation, may require of an 
applicant for a certificate of number under section 3 (d) of 
this Act such proof of ownership of legal title to, or equitable 
interest in, the vessel to be numbered as the Secretary, in his 
discretion, may from time to time determine to be adequate. 

(2) Nothing in this Act shall be deemed to require the 
Secretary— 

(A) to make any determination of the validity of any 
legal title to, or equitable interest in, any vessel subject 
to this Act. 

(B) to require the presentation by any applicant for a 
certificate of number under section 3 (d) of this Act of 
any original document whereby such applicant or 
others acquired title to, or interest in, the vessel to be 
numbered. 


On page 10, line 3, following the words, ‘‘United States,’’, insert the 
words, ‘‘its Territories and the District of Columbia,”’. 

On page 12, line 9, following the words, ‘‘United States,”’, insert the 
words, “‘its Territories and the District of Columbia,’’. 

On page 12, line 16, between the word “State” and “having”’, insert 
the words, “in a State’’. 

On page 12, following line 24, insert a new subsection as follows: 


(4) Nothing herein shall interfere with, abrogate or limit 
the jurisdiction of any State, provided, however, that the 
Secretary shall not approve any State system for numbering 
which does not fully comply with the standards set forth in 
section 3 (c). 

Amend the title to read as follows: 


A bill to promote boating safety on the navigable waters 
of the United States, its Territories, and the District of 
Columbia; to provide coordination and cooperation with the 
States in the interest of uniformity of boating laws; and for 
other purposes. 


PURPOSE OF THE BILL 


The purpose of this bill is to modernize our obsolete boating laws 
to meet problems created by the unprecedented boom in the use of 
small vessels, principally lennais craft, on the waterways of the 
Nation. 

Existing laws which would be supplemented, modified, or repealed 
by enactment of H. R. 11078 are (a) an act to require numbering and 
recording of undocumented vessels, approved June 7, 1918, as amended 
(46 U. S. C. 288), and (6) an act to amend laws for preventing colli- 
sions of vessels, to regulate equipment of certain motorboats and for 
other purposes, approved April 25, 1940, as amended by title 46, 
United States Code, sections 526—526t. 

Greatly changed conditions over the years since their enactment 
have made these laws inadequate to meet current needs. 
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BACKGROUND OF THE LEGISLATION 


In 1918, at the time of the adoption of the Numbering Act, there 
were not more than 100,000 undocumented motorboats in the entire 
country. Most of these were inboards or sailing auxiliaries. The 
outboard motor was then something of a novelty. Such motors were 
heavy, large, of low horsepower, hard to start, and unreliable. There 
were not too many in point of numbers. Thus, for practical reasons, 
outboard powered boats of 16 feet or less were excluded from provi- 
sions of the Numbering Act. 

Although statistics on the subject are scanty, it appears that while 
the development of recreational boating in the United States was 
steady from World War I, it really did not begin to hit its peak stride 
until immediately after World War II. In 1947 our best estimates 
show that there were almost 2% million pleasure craft in operation. 
Within 6 years this number had more than doubled. And, in 1957, 
the total number of recreational boats in use in the United States, on 
all waters, approximated 7 million. 

According to the National Association of Engine & Boat Manu- 
facturers, Inc., statistics for 1957 break down as follows; 437,000 
motorboats numbered by the United States Coast Guard for use on 
Federal waters, including inboard cruisers, runabouts, outboard boats 
over 16 feet, and auxiliary sailboats; 300,000 inboard motorboats 
(unnumbered) in use on waters not under Federal jurisdiction; 4,000 
inboard cruisers and auxiliary sailboats 5 net tons or over, documented 
by United States Bureau of Customs; and 5,190,000 outboard motors 
in use in the United States, including 605,000 new units sold in 1957; 
plus 595,000 sailboats without inboard power on all waterways. 

It is estimated that approximately 30 million persons took part in 
recreational boating during 1957. This constitutes about 17 percent 
of the population of continental United States. 

Nearly $2 billion were sent at the retail level for new and used 
boats, accessories, safety equipment, fuel, insurance, docking, mainte- 
nance, etc., during the calendar year 1957. Of this, $391,400,000 was 
spent for the purchase of new outboard boats and motors, according 
to the Outboard Boating Club of America. 

The increasing mobility of boatowners, with their increasing travel 
across State lines, is emphasized today by the fact that over 750,000 
boat trailers are known to be in use. 

From the foregoing, it can be seen that the great recent increase in 
boating activity has taken place in smaller vessels, principally out- 
boards. 

Testimony before the committee has shown the dramatic changes 
that have taken place since the Numbering Act of 1918. The popula- 
tion of the United States has increased from 104 million then, to about 
170 million today. Personal income and leisure time have risen to 
levels undreamed of 40 years ago. 

As interest in small boating has increased, the reliability of horse- 
power, safety, speed of boats, and power of motors have also increased. 
Meanwhile, equipment costs have decreased. 

It has also been extensively suggested that the crowding of the 
highways has been a strong influence upon the development of boating. 

Just as the increase in personal income in recent years has put 
boating within reach of larger and larger portions of our population, 
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other developments in the economic expansion in the United States 
have made major contributions to the explosive development of this 
sport. 

Flood control and irrigation projects throughout the country have 
created vast new areas of water suitable for recreation. Lake Mead 
in Nevada, the large lakes created by the Tennessee Valley Authority, 
the multiple-purpose flood control and river-development program of 
the United States Corps of Engineers in the Missouri River Basin, 
and the recently developed artificial impoundment behind Buggs 
Island Dam in Virginia near the North Carolina border, are typical. 

Thus programs w vith basic purposes of flood control, improvement of 
navigation, storage of irrigation water and power development, also 
provide public recreational use as important incidental benefits in 
connection with the large impounded reservoirs which form their 
backbone. The recreation potential in the areas of these reservoirs 
is immense in regions which have been in the past virtual water sports 
deserts. 

Developments in transportation have brought large natural areas of 
water into easier accessibility to larger numbers of people. New mass- 
produced lightweight boats, plus efficient compact outboard motors, 
and the availability and use of boat trailers, have made it possible for 
hundreds of thousands of boating enthusiasts quickly and easily to 
enjoy their sport in areas which only very recently were inaccessible 
to the average person. 

Boating has indeed become a universal family sport in this country, 
indulged in by persons of all types and stations of life, operating all 
types of small boats. 


INVESTIGATION OF THE PROBLEM 


H. R. 11078 as hereby reported is the result of intensive study by 
your committee over the past 2 years. 

Early in the 1st session of the 84th Congress, your committee made 
a study of the operations of the United States Coast Guard, during 
which the Commandant testified concerning problems confronting the 
Coast Guard in the promotion of small-boat safety and the enforce- 
ment of the Motor Boat Act of 1940. According to the Commandant, 
many States had written to him to request guidance on boating legis- 
lation. These problems were the result of the phenomenal increase 
in the numbers of pleasure craft. Subsequently, in the spring of 1956, 
the boating industry, through its leading trade organizations, urged 
that the adequacy of existing law be reviewed and a study of the 
regulatory needs of pleasure boating be made. The facts presented 
by the industry organizations confirmed the earlier expressions of 
concern by the Coast Guard. 

Accordingly, a study not only of applicable laws, but of the entire 
picture of small-boat activities in the United States was ordered. 
It was determined that hasty action should be avoided and that 
approach to new legislation should be cautious as well as compre- 
hensive. Moreover, there was a positive intent to avoid the recom- 
mendation of restrictive legislation or regulation which might inter- 
fere with or hamper the enjoyment of the sport of boating, or in any 
way impair the fullest use of our waterways. It was realized that 
the problems involved related not only to the high seas, the tidal 
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areas, the bays, and the harbors, but to thousands of square miles of 
inland lakes and rivers where Federal jurisdiction might be claimed. 
And, too, the boating boom was raising problems of a State or munic- 
ipal nature. 

Without prompt and thorough study of the project, accompanied 
by effective action, the possibility of a variety of conflicting State 
laws, a myriad of municipal laws, and on top of all that a separate 
Federal law, great confusion was foreseen. In short, it was felt that 
an effort should be made to bring about general uniformity of State 
and Federal boating laws. 

In view of the apparent need for such a study of this field, pre- 
liminary steps were taken and hearings were scheduled to begin in 
Washington on July 2, 1956, with advance notice that after basic 
hearings in Washington the committee would hold hearings at boating 

centers throughout the country. Field hearings were deemed neces- 
sary in order to receive the broadest possible cross section of viewpoint, 
not only from boatowners, but also from national associations and 
other large organizations with wide membership, State and municipal 
governments, local yacht clubs, and many others who would be 
affected by any legislation which the Congress might enact, but who 
could not conveniently come to Washington, D. C., to make their 
views known. In particular, the committee recognized that the 
individual boat users would be most directly affected by any action 
taken by way of additional regulation or legislation and should, there- 
fore, have the fullest opportunity to express themselves in advance of 
the introduction of legislation. 

During 6 days of hearings in W ashington in the early summer of 
1956, the committee heard testimony from the Commandant of the 
Coast Guard, the National Association of Engine & Boat Manufac- 
turers, the United States Coast Guard Auxiliary, the American 
Yachtmen’s Association, the Motor Boat and Yacht Panel of the 
Merchant Marine Council of the Coast Guard, the American Pilot’s 
Association, the American Boat and Yacht Council, Yacht Safety 
Bureau, the United States power squadrons, and many individuals 
representing either themselves or other organizations. 

Hearings throughout the country, covering a period of 5 months, 
were held in Chicago and Detroit in the Great Lakes area; Astoria, 
Oreg.; Tacoma and Seattle, Wash.; San Francisco, San Pedro, and 
San Diego, Calif., on the west coast; Elizabeth City, N. C., and New 
York City in the ‘middle Atlantic area; Boston, Mass,. and Glendale, 
N. H., for the New England area; St. Louis as center for the western 
rivers area; New Orleans, La., for the Gulf Coast States; and, at Miami 
Beach, Fla., for the southern Atlantic area, where they were concluded 
on December 7, 1956. 

In the course of the hearings, the committee heard over 300 witnesses 
from all walks of life and representing every phase of recreational 
boating and interests concerned therewith, including district Coast 
Guard representatives, members of the United States Corps of 
Engineers, Park Service rangers, United States power squadrons, 
United States Coast Guard Auxiliary, local yacht clubs, outboard 
boating clubs, marine dealers, marine trades associations, officials 
of State and local governments, water skiers, boat-livery operators, 
resort owners, bar and harbor pilots, boating writers, commercial 
fishermen, tug and barge operators, and the operators of oceangoing 
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ships. A printed record of 1,638 pages of testimony was compiled 
and analyzed, together with views expressed in hundreds of letters. 

The committee approached the subject objectively without any pre- 
conceived ideas and without any form of proposed legislation before it. 
It sought to study all phases of recreational boating safety in the 
United States, with the hope that full hearings would disclose the 
nature and extent of problems which might exist and point the way to 
corrective action. 

Your committee believes that this plan has faithfully been carried 
out with gratifying results. 

On the a of the record of its intensive study, the committee on 
April 18, 1957, adopted and ordered reported to the House, House 
Report 378, eonteinine its findings, conclusions, and recommendations, 
and calling for early action by both the legislative and executive 
branches of the Government. 


LEGISLATIVE ACTION 


To implement the legislative recommendations contained in House 
Report No. 378, a bill, H. R. 8474, was introduced by the committee 
chairman on July 1, 1957, and identical bills were shortly thereafter 
introduced by the two ranking minority members of the committee, 
Representative Thor C. Tollefson, of Washington, and Representative 
John J. Allen, Jr., of California. 

These bills were entitled, ‘“To promote boating safety on the navi- 
gable waters of the United States; to provide coordination and co- 
operation with the States in the interest of uniformity of boating laws, 
and for other purposes.”” The basic objective of these proposals was as 
follows: 

To require the numbering for identification of all motor- 

powered boats using the navigable waters If the United States. 

2. To give the Coast Guard civil penalty authority in addition 
to its present criminal penalty authority. 

To direct the Coast Guard to define generally by regulations 
what acts or practices constitute reckless or negligent operation of 
a boat. 

To require certain assistance and reports from persons 
involved in boating accidents. 

To declare it to be the policy of the Congress that the Coast 
Guard and the States enter into agreements to insure the greatest 
possible uniformity of boating laws and enforcement procedures. 

As a further step in the committee’s plan to proceed in a manner 
which would give all concerned ample opportunity to prepare and 
present their views, an initial hearing was held prior to adjournment 
last year to receive the views of the Coast Guard on the bill. The 
Commandant recommended a number of amendments and a rather 
full discussion was had. The hearing was printed and distributed 
to all who had previously testified or communicated on the subject, as 
well as other known individuals or organizations who conceivably 
might be interested. 

Testimony in the 1956 nationwide study clearly showed that the 
problems presented were by no means of concern solely to the Federal 
Government. On the contrary, there are many areas of concern to 
both Federal and State Governments, as well as those which might be 
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considered as separate responsibilities. This dual responsibility, in 
the interest of achieving the highest degree of uniformity between the 
Federal Government and among the several States, was emphasized in 
the committee’s report. Accordingly, just prior to adjournment of 
the first session of this Congress, the committee directed the chair- 
man to write the governors and attorneys general of each of the States 
to suggest consideration by the group of the establishment of a working 
committee within the Council of State Governments to collaborate 
with the committee in developing a program to be implemented by 
both the States and the Federal Government which would provide 
substantially uniform laws and regulations and enforcement proce- 
dures. 

The committee’s suggestion was adopted at a meeting of the com- 
mittee on suggested State legislation of the Council of State Govern- 
ments at its annual meeting in September 1957. A special subcom- 
mittee on recreational boating was appointed to review your commit- 
tee’s record and the proposed Federal legislation, with the view of 
assuring effective coordination between proposed Federal and State 
laws. The same group was also charged with the responsibility of 
drafting a model State law consistent with and complementary to the 
Federal proposal. 

After a series of meetings throughout the latter part of last year and 

early this year, the special subcommittee on recreational boating of 
the Council of State Governments c ompleted its review of the proposed 
Federal legislation and made suggestions for changes which would 
effectuate your committee’s desire for close cooperation with the 
States and make possible the highest degree of uniformity, comity, 
and reciprocity among the several States and the Federal Government. 

Based upon these recommendations, a clean bill was a and 
H. R. 11078 and identical bills were introduced on February 27, 1958, 
by the authors of the original legislation. 

After due notice to all interested parties, full hearings were held on 
March 18, 20, and 21,1958. Witnesses included re presentatives of the 
special subcommittee on recreational boating of the Council of State 
Governments, the National Association of Engine & Boat Manufac- 
turers, the Outboard Boating Club of America, the National Asso- 
ciation of Marine Dealers, the United States Coast Guard Auxiliary, 
major groups representing the individual recreational boatmen, such 
as the American Yachtsmen’s Association, Massachusetts Bay Yacht 
Clubs and the National Boating Association, and the Commandant 
and other officers of the Coast Guard. All witnesses testified in favor 
of the objectives of the legislation, and with the exception of sugges- 
tions for clarifying amendments, supported the proposed bills. 

The bill was reported to the House on April 15, 1958 (H. Rept. 1603), 
and was scheduled for consideration by the House under a rule on 
June 25, 1958. However, because of a technical defect in said report, 
the bill was recommitted at the request of your chairman. Prior to 
the recommitment several Members of Congress expressing an inter- 
est in the legislation advised that they would have offered certain 
amendments if the bill, as previously reported by House Report 1603, 
had been debated on the floor of the House. In view of the recom- 
mittal action and the necessity of consideration of the bill de novo 
the suggestions and recommendations of these Members were heard, 
considered, and acted upon by your committee on June 26, 1958. 
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SECTION-BY-SECTION ANALYSIS OF THE BILL 


Section 1 recites the short title as the ‘‘Federal Boating Act of 1958.” 
Because of the large numbers of people affected by this legislation, 
it was deemed desirable that a convenient, short method of identifica- 
tion be adopted. 

Section 2 is devoted to definitions. Words and terms defined for 
the purposes of this particular legislation are: “undocumented vessel,” 
‘‘vessel,” “Secretary” (meaning the S Secretary of the department in 
which the Coast Guard is operating), ‘owner’ (in reference to the 
owner of a boat covered by the bill), and “State.” 

The bill originally contained a definition of the phrase ‘‘navigable 
waters of the United States.’’ After consideration, however, this was 
deleted as being unnecessary. The term is a flexible one, governed by 
constitutional determinations. The definition included in H. R. 11078 
was restrictive in the sense that it left out of Federal cognizance a 
number of large bodies of water popular for recreational boating that 
ordinarily should be included. In addition, if the bill is implemented 
as intended by the States assuming their respective responsibility 
over waters in their area, the objectives of the legislation can be 
attained without any effort to specifically delimit those that are 
subject to Federal control. 

The bill, in its original form, included the possessions of the United 
States, the Canal Zone, and the Commonwealth of Puerto Rico. 
However, on consideration by the committee it was decided that these 
organizational entities should be left in status quo, because of uncer- 
tainty as to how the provisions of the bill would affect them. Conform- 
ing amendments have been made elsewhere in the bill as required. 

Section 3 provides that- 


every undocumented vessel propelled by machinery of more 
than 74 horsepower, whether or not such machinery is the 
principal source of propulsion, using the navigable waters of 
the United States, its Territories and the District of Colum- 
bia and any such vessel owned in a State and using the high 
seas, shall be numbered in accordance with the bill— 


with certain clear exceptions. These exceptions are foreign vessels 
temporarily using the navigable waters of the United States, public 
vessels of the United States, the States and munic ipalities, and special 
classes so designated by the Secretary. 

This is one of the key sections of the bill. 

The act of June 7, 1918, entitled “An act to require numbering and 
recording of undocumented vessels,”’ is popularly called the Number- 
ing Act of 1918. Under this act every undocumented vessel operated 
in whole or in party by machinery, owned in the United States and 
found on the navigable waters thereof, exe ept public vessels, and 
vessels not exceeding 16 feet in le ngth, temporarily equipped with 
detachable motors (that is to say, class A outboard motorboats as 
classified in the Motorboat Act of 1940) are required to be numbered. 
Provision is made for the minimum size of numbers and requirements 
for attaching to the bow of the vessel and as to visibility and legibility. 
The numbers awarded on the application of the owner or master by 
the Coast Guard official in the district in which the vessel is owned 


H. Rept. 2039, 85-2 2 
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is kept on record in that district. There is a prohibition against 
carrying of numbers not so awarded on the bow of a vessel. 

First of all, it should be repeated that this bill requires the number- 
ing, for identification, of all motorboats propelled by machinery in 
excess of 74 horsepower, including outboard motor driven boats under 
16 feet which were previously excluded. By far the greatest number 
of boats in use today are in this category and present-day safety 
requirements dictate that they be susceptible of identification. 

The bill requires that each owner of an undocumented vessel pro- 
pelled by machinery of more than 7% horsepower other than that of 
an exc epted class, shall secure a number for such vessel in the State 
in which it is principally used in accordance with a State numbering 
system meeting certain federally prescribed standards. 

The goal of ‘this section of the bill is uniformity, comity, and reci- 
procity among the several States and with the Federal Government. 
However, where a State, for one reason or another, does not have a 
numbering system meeting the Federal standards, the numbering 
functions will be performed by the Coast Guard insofar as boats using 
the navigable waters of the United States are concerned. 

The basic requirements are similar whether numbering is handled 
by the Coast Guard or a State with an approved system. 

The Secretary of the Department in which the Coast Guard i 
operating shall approve any State numbering system which meets the 
following standards: 

(1) It is in accordance with the overall system established by the 
Secretary. 

(2) The number shall be valid for a period not exceeding 3 years, 
~~ may be renewed for additional periods. 

) The number awarded shall be required to be painted on, or 
ian ‘hed to, each side of the bow of the vessel for which it was issued, 
and shall be of such size, color, and type, as may be prescribed by the 
Secretary. No other number shall be permitted to be carried on the 
sani of such vessel. 

) The certificate of number shall be pocket size and shall be 
hint to be at all times avs ailable for inspection on the vessel for 
which issued, whenever such vessel is in use. 

(5) The owner shall be frm to furnish to a designated State 
official, notice of the transfer of all or any part of his interest in any 
numbered vessel, and of the destruction or abandonment of such 
vessel, or of a change of address, within a reasonable time thereof. 

(6) The State shall require that reports be made to it of accidents 
involving vessels numbered by it under its numbering system, and shall 
compile and transmit to the Secretary such statistics on such accidents. 

7) The State shall recognize the validity of a number awarded to 
any vessel by another State under a numbering system approved by 
the Secretary under this act, or awarded a number by the Secretary, 
for a period of at least 90 days. 

(8) In the case of a State having its numbering system approved 
after April 1, 1960, such State shall accept and recognize any valid 
certificate of number awarded under subsection (d) of this section for 
so long as such certificate would otherwise be valid under such sub- 
section (d), except that where such a certificate would remain valid 
for more than 1 year after the date when such State’s numbering 
system was approved, the State may accept and recognize the validity 
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of such certificate for a lesser period, but such period shall not end 
sooner than 1 year from the date of approval of such system. 

(9) The State may exempt any vessel or class of vessels from the 
numbering provisions of its system if such vessel or class of vessels 
has been made exempt from the numbering provisions of this act. 

(10) The States may charge fees in connection with the award of 
certificates of number and renewals thereof. 

In cases where Federal numbering is required, the number is good 
for a definite period of 3 years. A fee is chargeable and the certificate 
of number is renewable for additional 3-year periods. 

The bill prescribes that the certificate of number shall be pocket 
size and shall be required to be at all times available for inspection on 
the vessel for which issued whenever such vessel is in use, and shall 
constitute a document in lieu of a marine document that sets forth an 
official number issued by the Bureau of Customs. 

Concern was expressed that this requirement might constitute an 
unwarranted imposition on boatowners and operators and even be 
construed to mean that the certificate be on the person ‘at all times. 
Your committee fully recognizes the informality of recreational 
boating attire. It is not considered unreasonable, however, that the 
certificate be available for identification when requested by authorized 
enforcement officers. Obviously, it need not be physically on the 
person of the operator. This is a considerable relaxation of the 
present requirement of the Numbering Act of 1918 that the certificate 
of award of number must be permanently on board the vessel at all 
times except on vessels of 17 feet or less and open boats of larger size 
whose design or fittings are such that the carrying of the certificate on 
board would render the certificate imperfect, illegible, or otherwise 
tend to destroy its usefulness as a ready means of identification. It 
enables the owner of numbered boats in the larger sizes to keep his 
certificate of number with him when the boat is not in use as a protec- 
tion against theft. Under this bill the certificate will be in handy size 
and may be of waterproof material. And the requirement that it be 
available for inspection is the same as that under existing law, except 
the penalty for failure to exhibit it upon request is less than under 
existing law. 

Finally, in section 3 provision is made that whenever the Secretary 
determines that a State is not administering its approved system in 
accordance with the prescribed standards, he may withdraw his 
approval aft r due notic ‘e. This provision, implicit in the bill as 
introduced, was added at the suggestion of the Commandant of the 
Coast Guard. 

Section 4 provides that in the case of Federal numbered boats notice 
of any transfer of interest or change of address shall be given within a 
reasonable time. 

Section 5 authorizes the charging of reasonable fees for Federal 
numbering of boats. 

In this connection, there was much discussion concerning the ques- 
tion of specifically prescribing the fee either exactly or by minimum 
or maximum. It was decided, however, that the intent was to permit 
a fee that was sufficient to offset the administration cost of operating 
the numbering system. This well could vary depending on the re- 
sponse of the States and the numbers of boats involved. Accordingly, 
your committee felt that the term “reasonable” would provide the 
necessary restraint and flexibility for the administrative authority. 
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Your committee wishes to point out that it definitely intends that 
this legislation be safety legislation and is in no sense a revenue 
measure. By authorizing, for the first time, a fee to secure a number, 
your committee feels it is only reasonable to require payment for 
this Federal service. 

Section 6 amends the Motorboat Act of 1940 so as to require assist- 
ance in the event of accident, and reporting thereof to the Secretary 
or to the appropriate State official in case a boat numbered under an 
approved State system is involved. 

This is a most important provision of the bill in view of the deplor- 
able lack of information and statistics relating to small-boat accidents. 
In the opinion of your committee, it is necessary and not unduly 
onerous. 

Subsection (b) of section 6 has the important effect of permitting 
the use of civil penalties in cases of reckless or negligent operation 
of boats. Present law requires criminal penalties of a very severe 
nature. It has been impracticable to enforce this provision in instances 
short of death or personal injury. By this amendment the Coast 
Guard will be able to cope with those individuals who recklessly 
disregard the tenets of safe operation in many ways which may not 
actually result in casualty. 

Section 7 authorizes the Secretary to make such rules and regula- 
tions as may be necessary to carry out the provisions of the act, 
provided that such rules and regulations shall be submitted to the 
Speaker of the House and the President of the Senate when Congress 
is in session, and shall not become effective until 60 days thereafter. 
Your committee feels that this is a very important provision in that 
the Congress will be assured an opportunity to consider the need for 
modification of the legislation if regulations pursuant to existing law 
disclose the need therefor. The proviso to this subsection is supple- 
mental to the requirements of the Administrative Procedures Act. 

By subsection (b) provision is made for the exemption of certain 
vessels from the numbering provisions. 

Subsection 7 (c) is an amendment proposed by the Commandant of 
the Coast Guard to allow the Secretary complete flexibility in the 
establishment of requirements of proof of ownership to qualify for 
application for a Federal number. 

Section 8 authorizes penalties for violations of the act, and remission 
or mitigation where appropriate. 

Section 9 is the statement of policy as follows: 


It is hereby declared to be the policy of Congress to en- 
courage uniformity of boating laws, rules, and regulations as 
among the several States and the Federal Government to the 
fullest. extent practicable, subject to reasonable exceptions 
arising out of local conditions. In the interest of fostering 
the development, use, and enjoyment of all the waters of the 
United States it is further declared to be the policy of the 
Congress hereby to encourage the highest degree of reciproc- 
ity and comity among the several jurisdictions. The Secre- 
tary, acting under the authority of section 141 of title 14 of 
the United States Code, shall to the greatest possible extent 
enter into agreements and other arrangements with the 
States to insure that there shall be the fullest possible co- 
operation in the enforcement of both State and Federal 
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statutes, rules, and regulations relating to recreational 
boating. 


Section 10 requires the compilation, analysis, and publication of 
statistics. 

Sections 11 and 12 provide for the repeal of obsolete laws and the 
effective date of new legislation. Your committee believes it is 
important to have the new legislation become effective no later than 
April 1960. The immediate need for the legislation has been fully 
proved and delay in implementation could only mean chaos. In 1959, 
45 of the 48 State legislatures meet. It is hoped that with this bill 
enacted into law and. the proposed model States law available this 
year, action might be taken which will assure the general uniformity 
of boating laws “desired by all. 

Section 13 provides for enforcement of Federal laws by law enforce- 
ment officers of the United States and enforcement of State laws by 
law enforcements officers of the State or by law enforcement officers 
of the appropriate subdivision of the State. 

From the outset, your committee has recognized the desirability of 
making it possible for fully cooper rative and concurrent enforcement. 
Subsection (3) has been included in this section to make it clearly 
evident that the highest degree of intergovernmental collaboration is 
desirable and attainable. 

As previously noted, it is intended that this bill will encourage the 
highest degree of reciprocity and comity among the several jurisdic- 
tions in the interest of maximum uniformity of regulation throughout 
the United States. It is also the intent of the bill that by its operation 
there shall not be interference with, abrogation or limitation of the 
jurisdiction of any State. 

Officials of the State of New Hampshire expressed concern lest the 
reciprocity provisions of the bill work a hardship on that State which 
may not desire to avail itself of the provisions for the adoption of a 
federally approved numbering system applicable to small boats using 
the navigable waters of the United States. Moreover, New Hamp- 
shire presently claims jurisdiction of and enforces State laws on cer- 
tain portions of the Merrimack and Connecticut Rivers. 

Your committee concedes that nothing in this bill is intended to 
resolve the jurisdictional claims of New Hampshire or any other State. 
By the addition of subparagraph (4) of section 13 it wishes to make 
clear that this bill does not infringe upon the jurisdiction of any 
State. However, it is provided that the Secretary of the Treasury 
shall not approve any State system for numbering which does not 
fully comply with the standards set forth in section 3 (c). By this 
proviso those States wishing to adopt numbering systems in accordance 
with the act will be encouraged to provide reciprocity to boats of 
other States having approved numbering systems. 


CONCLUSION 


This is essential safety legislation. It is simple, vet effective. It 
is not burdensome to the boating public. 

Insofar as the Federal Government may be concerned it assures the 
most efficient and economic operation. It does not forfeit Federal 
control where it is needed, but distributes the burden of responsibility 
among the States and the Federal Government. 
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It clarifies the right of the States and their subdivisions to meet the 
needs of their particular situations where question has been raised in 
the past, but it in no sense compels or requires any State to yield 
any of its historical jurisdiction or prerogatives. 

Your committee urges the prompt enactment of this bill. 

The departmental reports are as follows: 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, April 2, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: Reference is made to the request of 
your committee for the views of the Treasury Department on H. R. 
11078, to promote boating safety on the navigable waters of the 
United States, its Territories, and possessions; to provide coordination 
and cooperation with the States in the interest of uniformity of 
boating laws; and for other purposes. 

The primary purpose of this bill is (1) to require that all undocu- 
mented vessels propelled by machinery be systematically numbered 
for identification purposes; (2) to authorize States to number boats 
within their jurisdiction in lieu of Federal numbering provided stand- 
ards prescribed by this legislation have been met; (3) to provide for 
some uniformity in numbering between participating States and the 
Federal Government; (4) to establish reciprocity between participating 
States; (5) to require payment of a reasonable fee to defray costs of 
administration and enforcement; (6) to provide for enforcement of the 
act through imposition of civil penalties, and (7) to amend the Motor- 
boat Act of 1940 to provide for more adequate enforcement of this law 
through utilization of civil penalties and to impose a duty on operators 
involved in accidents to render assistance on the scene and to report 
the accidents to designated officials. 

The relinquishment by the Federal Government to the States of a 
portion of its traditional control of motorboating appears to be a 
logical and healthy approach to the partial solution of the vast prob- 
lem of recreational boating safety. The magnitude and complexity 
of adequate control dictates coordination and cooperation between 
sovereign governments in this field. Some changes in the proposed 
legislation are recommended to incorporate cogent items, some of 
which were previously commented upon in remarks made by the 
Commandant, United States Coast Guard, during his appearance 
before your committee. These changes are covered in detail in the 
attached memorandum, as is also the estimated cost of the bill to the 
Treasury Department. 

Subject to the incorporation of the proposed changes, the Treasury 
Department favors the enactment of H. R. 11078. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours, 
A. Gitmore Fuss, 
Acting Secretary of the Treasury. 
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MEMORANDUM 


Re H. R. 11078, to promote boating safety on the navigable waters 
of the United States, its Territories, and possessions; to provide 
coordination and cooperation with the States in the interest of 
uniformity of boating laws; and for other purposes. 


COMMENTS ON H. H. 11078 AND RECOMMENDED CHANGES THEREIN 
General 

Much time and effort have been spent in studying problems relating 
to recreational boating during the last 3 years. This bill, H. R. 11078, 
though of limited scope as specified by the Committee on Merchant 
Marine and Fisheries, provides an excellent basis for a ‘‘new start’ 
in the direction of effectively improving safety on the water in this 
mushrooming field—recreational boating. The Treasury Department 
strongly supports the objectives of this proposed legislation and urges 
its enactment into law as soon as may be practicable. 

While endorsing the bill, the Treasury Department urges considera- 


tion of the suggestions made which should improve scope, effectiveness, 
and administration of the proposed law. 


Section 2 


It is recommended that the definition of the word “owner ” be 
revised by changing one word ‘“‘has”’ to “‘claims” on page 2, line 6 

Reason: The suggested change in the definition of the word “owner” 
is urged in order to eliminate any question or tendency felt by many 
that ‘documentary evidence of legal title or legal proof of lawful pos- 
session should be furnished to the Coast Guard upon application for 
issuance of anumber. Should this legislation be enacted it is intended 
that issuance of numbers be expeditious. Certification by the appli- 
cant that he has lawful possession of the boat by virtue of legal title 
or equitable interest therein which entitles him to such possession 
would suffice. Such documentary evidence as the applicant may 
have would remain in his possession. Although subsection 7 (c) of 
the bill would relieve the Secretary of any necessity to make determi- 
nations of the validity of any legal title to, or equitable interest in 
any vessel, that is, it would admittedly require no proof of authen- 
ticity of documents, existence and status of liens, adequacy of probate 
administration, legality of sale or writ of execution, etc., yet so long 
as the person must oy ave lawful possession by virtue of legal title or 
equitable interest” a prima facie showing of the existence of such 
title or interest (ontthad legally valid or invalid) must be made. 
This procedure would require production of legal instruments and 
would bog down administration with costly title searches and title 
records. A change in the definition of ‘‘owner’”’ as suggested would 
eliminate the necessity for subsection 7 (c) altogether. 
Section 3 


It is noted that this section makes no provision for “carryover’’ of 
numbers awarded by the Federal Government to owners who, sub- 
sequent to April 1, 1960, are subject to a newly approved State 
numbering system. There should not be a possibility that boat- 
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owners in possession of numbers issued by Federal authority be re- 
quired to change their numbers when entering an approved State 
numbering system. A smooth transition should be insured with 
identific est certain at all times. 

Standard 5, page 4 (lines 13 through 17), would require an owner 
to furnish viotic e of the transfer of all or any part of his interest in 
any numbered vessel, and of the destruction or abandonment of such 
vessel, within a reasonable time thereof. Experience has shown 
that in order to maintain effective administration and enforcement 
the address of each owner must be on file with the agency responsible 
for the numbering. It is recommended that an additional sentence 
in tenor as follows be added to this standard on page 4, line 17: 

“He shall also notify the designated State official of any change in 
his address within a reasonable time of such change.” 

Although the bill provides for State numbering systems with 
minimum standards to be approved by the Secretary of the Treasury, 
no provision is made for withdrawal of approval by the Secretary 
when such previously approved systems have fallen below the mini- 
mum prescribed standards. To maintain uniformity and comity it 
is suggested that an additional subsection be added to section 3, 
(p. 6, between lines 9 and 10), reading as follows: 

“(h) The Secretary may withdraw any approval granted under 
subsection 3 (c) of this Act whenever he finds that the State system 
for numbering vessels fails to meet the standards set forth in sub- 
section 3 (c).” 

In order to permit effective enforcement of the act it appears de- 
sirable to remove any doubt that failure to have a number, failure to 
“wear it” properly, and failure to have a certificate on board when the 
boat is in use will constitute a Federal offense whether or not a State 
numbering system is in force. To assure that “ bill will include 
these provisions it is suggested that in subsection ¢ 3 (f), page 5, line 21, 
“(e) or” be inserted followi ing the word “subsection,” and in subsection 
3 (g), page 6, line 4, ‘‘(c) or” be inserted following the word “sub- 
section” 

Section 4 


It is recommended that section 4, (p. 6, lines 10 through 14), be 
revised to conform with subsection 3 (c) (5). It would read as 
follows: 

“Sec. 4. The owner of any vessel numbered under section 3 (d) 
of this Act shall furnish to the Sec retary notice of the transfer of all or 
any part of his interest in any numbered vessel, and of the destruction, 
or abandonment of such vessel within a reasonable time thereof. He 
a also notify the Secretary of any change in his address within a 

‘easonable time of such ¢ hange. : 


Section 7 

Deletion of subsection 7 (c) (p. 9, lines 7 through 10) has been 
recommended with a corresponding change in the definition of ‘‘owner”’ 
in section 2. However, in the event that the definition of ‘‘owner’’ 
is not changed, it is suggested that subsection 7 (c) be revised to read 
as follows: 

“7. (ce) (1) The Secretary, by regulation, may require of an applicant 
for a certificate of number such proof of ownership of legal title to, 
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or equitable interest in, the vessel to be numbered as the Secretary, 
in his discretion, may from time to time determine to be adequate. 
‘“‘(2) Nothing in this Act shall be deemed to require the Secretary— 
“(a) To make any determination of the validity of any legal 
title to, or equitable interest in, any vessel subject to this Act. 
“(b) To require the presentation, by any applicant for a 
certificate of number, of the original document(s) whereby such 
applicant or others acquired title to, or interest in, the vessel to 
be numbered.” 
Estimated initial cost and estimated annual cost for work required 
by H. R. 11078 are attached as enclosure II. 


{Enclosure IT] 


ESTIMATED INITIAL COST AND ESTIMATED ANNUAL COST FOR WORK 
REQUIRED BY H. R. 11078 ° 


The costs to administer H. R. 11078 are dependent on many vari- 
ables. Therefore, several assumptions have been made and any 
changes in them will affect the preliminary estimates of anticipated 
costs. The provisions of H. R. 11078 will increase Coast Guard’s 
duties with respect to— 

(a) Numbering of power-propelled vessels for identification 
purposes. 
(6) Increased investigations and penalty procedures. 
(c) Expanded law enforcement and educational program. 
As each State enters the numbering program with its approved 


system the corresponding costs of numbering boats in that State will 
be deductible from annual costs. 


REGISTRATION AND NUMBERING OF UNDOCUMENTED VESSELS UNDER 
H. R. 11078 


Briefly stated, it appears that the Coast Guard can number 
million vessels in the manner described in H. R. 11078 by machine 
methods and utilization of a centrally located office at an initial and 
subsequent annual cost of the order set forth below. The actual cost 
may fluctuate somewhat in either direction due to the vast number 
of variables entering into anticipatory estimates. However, the 
estimates do bear out that it will be possible to number, effectively, 
10 to 12 times as many vessels as are presently being numbered at 
twice the present operating costs by revising present procedures. 


H. Rept. 2039, 85-2——-3 
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Estimated initial incremental cost: 

Central office: ! 
Space (rented) - - - 928 
Equipment ean ber eh eae |, 271 
Personnel (200 civilian personnel, 2 commissioned officers) - be , 056 
Supplies, etc- ----- a , 910 
Postage _ _ _ _- , 800 

Local issuing offices: Disposition of records___-_-_- ‘ = 590 

Other: 
Printing of applications 2 pre ee tae! : 7, 200 
Distribution of applications Bie Sees , 515 


TOCAL. .... ; stor i ee 2a 870 


Current operating costs: 
Local issuing offices: 
Personnel (29 civilian, 17 enlisted personnel) ; 203, 610 
Normal operating costs, other than personnel - _ - eees 20, 361 


Total. _ _- : Awe 23, 971 
Combined total operating costs 


Subsequent annual incremental cost: 2 

Central office: ! 
Space (rented) Pee eee teste 
Personnel (74 civilian personnel, 2 commissioned officers) _ _- 943 
Supplies, ete- ‘ : d Haag, 184 
Postage _ _ - : : oa aa , 846 

Other: 
Printing of applications Fe brs tack okay 200 
Distribution of applications moe : ia 385 


Total... .. Samii. Ma : : 9 786 


Subsequent annual operating costs of existing facilities: 
District offices: 
Personnel (17 civilian personnel)___________- 70, 423 
Operating costs, other than personnel - _-_- re oe 7, 042 


Tate. 5S a i ee a 77, 465 


Combined total operating costs 


1 The cost of administration is included 


2 The cost of replacing equipment is not included, though it is anticipated. Replacement will probably 
be necessary, in whole or in part, every 10 years. 


INCREASED INVESTIGATIONS AND PENALTY PROCEDURES 


The assessment of the penalty for violating the law or regulation, 
subject to further study, will probably be by written demand upon 
the violator. In such case, if payment is refused, the violations will 
then be processed as civil or criminal cases through the Department 
of Justice in the district courts of the United States. Cost figures 
enumerated below may be reduced by further study and every 
attempt will be made to do so. 
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Initial cost 

Headquarters and field offices: 
Space (rented) _ _ 
Equipment _ _ , 20: 
Personnel ssecseeceae 7 106, 000 
Supplies and m aintenance settee, 6, 300 
Travel (Government vehicles, ‘S, including maintenance 2). ; eae 63, 000 
Per diem for investigating officers SAE es. | SAA ee ee 126, 000 
Telephone service, ete os 2 a 10, 000 
Other: Printing of educational material ___ a ; 50, 000 


Totalu... +. - : be os 388, 000 
Subsequent annual cost 


[t is anticipated that the subsequent annual cost will be approxi- 
mately the same as the initial cost. 


EXPANDED LAW ENFORCEMENT AND EDUCATIONAL PROGRAM 


This program will require additional personnel and equipment at 
existing units, establishment of new manned moorings and mobile 
boarding teams, additional personnel and other administrative costs, 
and expansion of the Coast Guard Auxiliary. Cost estimates may be 
broken down by fiscal years as follows: 


Fiscal year 1959 costs 
Administrative costs: 
Headquarters—8 officers, 8 civilians___- $104, 000 
District offices—11 officers, 11 enlisted men 127, 000 
Travel 5, 000 
Printing 35, 000 
Establish 35 mobile boarding teams, at $43,000 each 1, 505, 000 
Establish 10 manned moorings, at $140,000 each _ 1, 400, 000 
Additional personnel for lifeboat stations (141 lifeboat stations with 
6 men per station) 2, 874, 000 
Additional boats assigned to lifeboat stations: 
30 30-foot utility boats, at $36,000 each__. 1, 080, 000 
10 40-foot utility boats, at $65,000 each 350, 000 
Coast Guard Auxiliary: Military and civilian personnel and adminis- 
trative expenses 455, 000 


Total as : 000 


Fiscal year 1960 costs 
Administrative costs: 
Headquarters—8 officers, 8 civilians $104, 000 
District offices—11 officers, 11 enlisted men__---_- in taal 127, 000 
Travel > aetna ; ne «5. 000 
Printing ; 35, 000 
Establish 35 mobile boarding teams, at $43,000 each_____- L.c2 h SROs 
Establish 10 manned moorings, at $1 40, 000 each. _ 1, 400, 000 
Additional personnel for lifeboat stations: (141 lifeboat stations with 
6 men per station) : ‘ . cnn hea ap alias, diag Od iy, 
Coast Guard auxiliary: Military and civilian personnel and adminis- 
trative expenses . cuterae 455, 000 
Operation of 35 mobile boarding teams, at $30,000 (established in 
fiscal year 1959) ___ iene <i = ngiu wo ats iy COO GGG 
Operation of 10 manned moorings, at $75,000 (established in fiscal 
vear 1959) aes 4.3 Ly . 750, 000 
Operation of 40 utility boats, at $5,000 (procured in fiscal year 1959)__ 200, 000 


Total eyo hs FF sick _ 8, 505, 000 
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Fiscal year 1961 costs 
Administrative costs: 


Headquarters—8 officers, 8 civilians_ $104, 000 
District offices—11 officers, 11 enlisted men : 127, 000 
Travel_. Ce ee er re aa? 5, 000 
Printing_ eipteiae ity Bttar's 35, 000 
Establish 30 mobile bo: urding teams, at $43,000 each___..._____- _.. 1, 290, 000 

Additional personnel for lifeboat stations: (aa lifeboat stations with 
PO eae a a ree ee _ 2, 874, 000 

Coast Guard auxiliary: Military and civilian personnel and adminis- 
SEE ee 455, 000 


Operation of 70 mobile boarding teams, at $30, 000 (established in 
fiscal years 1959 and 1960)_. _ 2, 100, 000 


Operation of 20 manned moorings, at $75, 000 (established | in fiscal 


years 1959 and 1960). ae 1, 500, 000 
Operation of 40 utility boats, at $5,000 (procured in fiscal year 1959) 200, 000 
Total 


8, 690, 000 


Recurring costs after fiscal year 1961 
Administrative costs: 
Headquarters—8 officers, 8 civilians $104, 000 
District offices—11 officers, 11 enlisted men 127, 000 
Travel 5, 000 
Printing_- 35, 000 
Additional personne! for lifeboat stations: (141 lifeboat stations with 6 
men per station) ~ 2, 874, 000 
Coast Guard Auxiliary: Military and civilian personnel and adminis- 
trative expenses 
Operation of 100 mobile boarding teams at $30,000 (established in 
fiscal years 1959, 1960 and 1961) 
Operation of 20 manned moorings at $75,000 (established in fiscal years 
1959 and 1960 1, 500, 000 
Operation of 40 utility boats, at $5,000 (procured in fiscal year 1959) 200, 000 


455, 000 


3, 000, 000 


Total 8, 300, 000 


Aprit 17, 1958. 
Hon. A. Gi~pmMoreE FLUEs, 


Assistant Secretary, 
Treasury Department, Washington, D. C. 

My Dear Mr. Secretary: Reference is made to your letter of 
April 2, in which you presented the views of the Treasury Department 
on H. R. 11078, a bill to promote boating safety on the navigable 
waters of the United States, its Territories and possessions; to provide 
coordination and cooperation with the States in the interest of uni- 
formity of boating laws; and for other purposes. 

Your letter, reporting on behalf of the Treasury Department, 
favored enactment of the bill, subject to the incorporation of certain 
proposed changes. The bill as reported by this committee on April 15 
(H. Rept. 1603), is substantially in accordance with your recom- 
mendation and those of the Commandant of the Coast Guard during 
his appearances before the committee. 

In addition to your report on the bill you attached a memorandum 
purporting to be “The Estimated Cost of the Bill to the Treasury 
Department.”’ I notice that enclosure No. II, under the heading 
“Kstimated Initial Cost and Estimated Annual Cost for Work Re- 
quired by H. R. 11078,” states that the provisions of H. R. 11078 
will increase Coast Guard’s duties with respect to (a) numbering of 
power-propelled vessels for identification purposes, (6) increased in- 
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vestigations and penalty procedures, and (ce) expanded law enforce- 
ment and education programs. Cost estimates are then set out under 
separate heading for each of the above-mentioned three types of 
duties. 

Upon examination of these figures it seems to me that in large part 
they are either inapplicable to H. R. 11078, or at the very least mis- 
leading. 

On August 6 of last year the Commandant of the Coast Guard was 
queried as to estimates of the additional personnel, facilities and 
appropriations which might be needed to carry out not only the 
legislative, but the administrative recommendations contained in 
House Report No. 378 of April 17, 1957, resulting from the greatly 
increased use of the navigable waters. In his reply, appearing at 
pages 14 and 15 of the printed hearings of that date, Admiral Rich- 
mond discussed the subject from both standpoints; that is, the addi- 
tional responsibilities resulting from what he termed the explosive 
increase on waters falling outside of the area normally serviced by 
Coast Guard facilities, and from the standpoint of the cost expected 
to be engendered by the proposed new legislation itself. In this latter 
respect he stated: 

“Now with respect to this act specifically, the main cost involved 
here obviously is in setting up the system of numbering so that the 
applicants can make their applications without a burden on them. 
In setting this up, which will probably spread under this 3-year pro- 
vision, over 3 years, initial cost for office space, equipment and so 
forth, will be about $1,700,000, and the subsequent annual operating 
cost thereafter will run about $500,000. That is a rather long answer 
to your question, but I think it is desirable to separate the two things.” 

In view of the foregoing, I would greatly appreciate a clarifying of 
the cost estimates set forth ia enclosure No. II accompanying your 
letter of April 2. I am certain that you must be in error when you 
charge over $8 million per year for expanded law enforcement and 
education programs as a cost arising out of the new bill. In addition, 
the estimates relative to the other two items do not clearly indicate 
whether the figures represent costs over and above costs presently 
being incurred. Nor do you make note of the fact that the cost of 
numbering of undocumented vessels will be offset by the collection of 
fees, as contrasted with the present numbering program for which 
no fee is charged. 

I hope that I may hear from you at your earliest convenience. 

Kindest regards and best wishes. 

Sincerely, 
Hersert C. Bonner, Chairman. 





TREASURY DEPARTMENT, 
Washington, April 22, 1958. 
Hon. Hersert C. BoNNER, 
House of Representatives, Washington, D. C. 

Dear Mr. Bonner: I am in receipt of your letter of April 17, 
suggesting further comment on H. R. 11078, a bill to promote boating 
safety on the navigable waters of the U nited States, its Territories and 
possessions ; to provide coordination and cooperation with the States 
in the interest of uniformity of boating laws: and for other purposes. 
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The figures which you question were worked up by the Coast Guard 
and were considered reliable, although there can always be differing 
views when it comes to estimates such as this. I am asking that they 
be reviewed in the light of your comments, and I shall communicate 
further with you when this has been done. 

Sincerely yours, 
A. GitmorE FLvEs, 
Assistant Secretary of the Treasury. 


Treasury DEPARTMENT, 
Washington, May 1, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. Bonner: Pursuant to my letter of April 22, 1958, 
this is in response to certain questions raised in your letter dated 
April 17, 1958, with respect to cost estimates in connection with 
H. R. 11078 

The principal matter in need of clarification is the seeming disparity 
between the estimated costs of the bill as given by the ip vaya 
of the Coast Guard, during hearings on the bill in August of last yes 
and the estimated costs arising out of the bill and of related aeileete 
as transmitted to you in my letter of April 2, 1958. In your letter 
you cite a specific passage from that testimony in which the Com- 
mandant stated that initial costs would be on the order of $1,700,000 
and the operating costs thereafter at the rate of about $500,000 annu- 
aliy. You point out that these figures are inconsistent with the esti- 
mated $8 million yearly cost of expanded enforcement and education 
programs reported in my letter of April 2. 

I quite agree that a first reading of this passage from the Com- 
mandant’s testimony would indicate such to be the case. From the 
context of his earlier testimony as to the Coast Guard’s planning for 
enforcement of existing laws applicable to recreational boating, it is 
clear that costs other than those growing out of the bill itself will be 
incurred if the administrative recommendations contained in House 
Report No. 378 of April 17, 1957, are to be carried out. This fact 
was, of course, recognized by your committee in that report, wherein 
the committee recommended an increase in the program of enforce- 
ment of existing laws and viewed with approbation the Coast Guard’s 
proposed program for mobile boarding and rescue teams. It was the 
committee’s hope that a realistic appraisal would be made of Coast 
Guard budgetary needs for future enforcement of existing boating- 
safety laws. For unless there is some adequate enforcement of the 
provisions of existing laws, the intended effect of H. R. 11078 will not 
be realized. 

It is upon this basis that the Commandant’s testimony should be 
considered. The specific passage to which you refer dealt with costs 
entailed by the numbering provisions of the bill only. As stated by 
the Commandant, the $1.7 million for numbering constituted the 
“‘main cost”’ of the bill proper, but no reference was made at that time 
to other direct costs resulting from provisions of the bill relating to 
accident reporting and evaluation, compilation of statistics, and in- 
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creased investigations and penalty procedures. In preparing the 
estimates contained in my letter of April 2, however, these costs were 
included, as well as up-to-date costs of what is conceived to be a 
reasonable program for enforcement as discussed in the preceeding 
paragraph. Properly speaking, the $8 million cost of the latter pro- 
gram cannot be assigned directly to the bill, but is instead a necessary 
counterpart of it. 

It is true, however, that some undeterminable percentage of these 
estimated expenditures of $8 million are a direct result of H. R. 11078, 
due to added enforcement which may be necessary to insure compli- 
ance with the numbering provisions for about 10 times as many boats 
and to give proper effect to the provisions on accident reporting and 
on reckless or negligent operation. 

With reference to your other questions as to costs, the tabulation 
contained in the enclosure should make the original estimates some- 
what clearer. 

As to costs of the bill which may be offset by the collection of fees, 
it is correct to say that only those costs involved in the numbering 
program will be balanced by the payment of fees. The numbering 
program should be self-sustaining in terms of return to the Federal 
Government. But you will note that such receipts are covered into 
the general fund of the Treasury and are not available for application 
by the Coast Guard to defray any part of the administrative costs of 
the numbering procedure. Fees for numbering certificates are not 
collected or authorized under existing law. Also, as stated in the 
report, as each State enters the numbering program with its approved 
system, the annual cost to the Coast Guard will be proportionately 
reduced. Of course, there also will be a corresponding reduction in fees 
collected. It is felt that some return will also be realized through the 
imposition of penalties, but such amounts will be relatively small, 
since the overall program is preventive rather than punitive in nature. 

I trust that the foregoing information will clear up the questions 
raised in your letter. 

With kindest regards. 

Sincerely yours, 
A. GI~MorRE FLUEs, 
Acting Secretary of the Treasury. 


Schedule of costs in connection with H. R. 11078 














| | 
| Current Initial Subsequent 
annual incremental annual 
costs costs | costs 
— ——— _ heeds — —_ - —— —$—— | —____ —— 
Present numbering and identification program__.........-- _| 1 $223, 971 B 4 1 $77, 465 
Added numbering and identification program _.....- pail ecm _..| 1 $1, 512, 870 1 449, 786 
Increased investigations, statistical, and penalty procedures_ -| (2) 1, 388. 000 | 1, 388, 000 
Total costs to implement legislative requirements of 
| EPR SRE ES EST Eee ee Oe. ee ei 2, 900, 870 | 1, 915, 251 
——== = = = 
Costs for expanded enforcement and educational programs-_-_- (3) | 4 8, 235, 000 | 4 8, 500, 000 





1 Costs to be offset by collection of fees to be deposited in U. S. Treasury. 

2 Investigstive and penalty procedures currently carried out in connection with recreational boating are 
performed colliterally by forces assigned, and costs thereof are not identifiable. 

3 Enforcement and educational programs for recreational beating are carried out collaterally by forces 
assigned, and costs thereof are not identifiable. 


* These costs are to implement the administrative recommendations of H. Rept. No. 378 of Apr. 17, 1957. 
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DmPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 1, 1958. 
Hon. Herpert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: Your request for comment on H. R. 
11078 a bill to promote boating safety on the navigable waters of the 
United States, its Territories, and possessions; to provide coordination 
and cooperation with the States in the interest of uniformity of boating 
laws; and for other purposes, has been assigned to this Department 
by the Secretary of Defense for the preparation of a report thereon 
expressing the views of the Department of Defense. 

This bill would require registration of certain boats, establish 
regulations concerning reckless or negligent operation of any motorboat 
or any vessel in the navigable waters of the United States, and promote 
uniformity of regulations relating to recreational boating. Public 
vessels of the United States would not be subject to the registration 
requirements of the bill. 

The Department of the Navy favors regulations that would further 
the safety of navigation in the operation of small craft. Accordingly, 
the Department of the Navy, on behalf of the Department of Defense, 
supports enactment of H. R. 11078 as a measure to control the reckless 
and negligent operation of boats. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on H. R. 11078 to the Congress. 

Sincerely yours, 
R. Y. McEnroy, 
Captain, United States Navy, 
Deputy Director, Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF SPAre, 
Washington, March 17, 1988. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. Bonner: Reference is made to your letter of March 3, 
1958, requesting the views and recommendations of the Department 
of State on H. R. 11078, a bill to promote boating safety on the 
navigable waters of the United States, its Territories, and possessions ; 
to provide coordination and cooperation with the States in the interest 
of uniformity of boating laws; and for other purposes. Interim reply 
to your letter was made on March 5, 1958. 

The Department of State perceives no foreign-policy implications 
in this bill, and accordingly has no comment to offer regarding the 
desirability of the enactment of H. R. 11078. 
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The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 
Sincerely yours, 
Wiuu1am B. Macomser, Jr., 
Assistant Secretary 
(For the Acting Secretary of State). 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


TirLte 46, Unirep STATE: ODE, SECTION 526 
I 16, St s Copr,S on 5261 


[No person shall operate any motorboat or any vessel in a reckless 
or negligent manner so as to endanger the life, limb, or property of 
any pe “a ] 

Sec. 13. (a) No person shall operate any motorboat or any vessel in 
a reckless or negligent manner so as to endanger the life, limb, or property 
of any person. To “operate’’ means to navigate or otherwise use a motor- 
boat or vessel. 

(b) In the case of collision, accident, or other casualty involving a 
motorboat or other vessel subject to this Act, it shall be the duty of the 
operator, if and so far as he can do so without serious danger to his own 
vessel, or persons aboard, to render such assistance as may be practicable 
and necessary to other persons affected by the collision, accident, or cas- 
ualty in order to save them from danger caused by the collision, accident, 
or casualty. He shall also give his name, address, and identification of 
his vessel to any person injured and to the owner of any property damaged. 
The duties imposed by this subsection shall be in addition to any duties 
otherwise provided by law. 

(c) In the case of collision, accident, or other casualty involving a 
motorboat or other vessel subject to this Act, the operator thereof, if the 
collision, accident, or other casualty results in death or injury to any 
person, or damage to property in excess of $100, shall file with the Secre- 
tary of the Department within which the Coast Guard 1s operating, unless 
such operator is required to file an accident report with the State under 
section 3 (c) (6) of the Federal Boating Act of 1958, a full deseripiion of 
the collision, accident, or other casualty, including such information as 
the Secretary may by regulation require. 


Tire 46, Unitep Srates Cope, Section 5260 


If any motorboat or vessel subject to any of the provisions of this 
subchapter is operated or navigated in violation of this subchapter or 
any regulation issued thereunder, the owner or operator, either one 
or both of them, shall, in addition to any other penalty prescribed by 
law [than that contained in section 526m of this title] be liable to 
a penalty of $100: Provided, That * * * 
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Act oF Aprit 25, 1940, as AMENDED (54 Stat. 163; 46 U.S. C. 526- 
526t) 


AN ACT 


To amend laws for preventing collisions of vessels, to regulate equipment of 
certain motorboats on the navigable waters of the United States, and for 
other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the word ‘“‘motorboat”’ 
where used in this Act shall include every vessel propelled by machin- 
ery and not more than sixty-five feet in length except tugboats 
and towboats propelled by steam. The length shall be measured 
from end to end over the deck, excluding sheer: Provided, That the 
engine, boiler, or other operating machinery shall be subject to inspec- 
tion by the local inspectors of steam vessels,' and to their approval of 
the design thereof, on all said motorboats, which are more than forty 
feet in length, and which are propelled by machinery driven by steam. 

Src. 2. Motorboats subject to the provisions of this Act shall be 
divided into four classes as follows: 

Class A. Less than sixteen feet in length. 

Class 1. Sixteen feet or over and less than twenty-six feet in length. 

Class 2. Twenty-six feet or over and less than forty feet in length. 

Class 3. Forty feet or over and not more than sixty-five feet in 
length. 

Sec. 3. Every motorboat in all weathers from sunset to sunrise 
shall carry and exhibit the following lights when under way, and 
during such time no other lights which may be mistaken for those 
prescribed shall be exhibited: 

(a) Every motorboat of classes A and 1 shall carry the following 
lights: 

First. A bright white light aft to show all around the horizon. 

Second. A combined lantern in the fore part of the vessel and 
lower than the white light aft, showing green to starboard and red 
to port, so fixed as to throw the light from right ahead to two points 
abaft the beam on their respective sides. 

(b) Every motorboat of classes 2 and 3 shall carry the following 
lights: 

First. A bright white light in the fore part of the vessel as near 
the stem as practicable, so constructed as to show an unbroken light 
over an are of the horizon of twenty points of the compass, so fixed 
as to throw the light ten points on each side of the vessel; namely, 
from right ahead to two points abaft the beam on either side. 

Second. A bright white light aft to show all around the horizon 
and higher than the white light forward. 

Third. On the starboard side a green light so constructed as to 
show an unbroken light over an are of the horizon of ten points of 
the compass, so fixed as to throw the light from right ahead to two 
points abaft the beam on the starboard side. On the port side a 
red light so constructed as to show an unbroken light over an arc of 
the horizon of ten points of the compass, so fixed as to throw the 

1 Functions of the local inspectors of steam vessels were transferred to the Coast Guard under authority 
of Part I of Reorganization Plan No. 3 of 1946 which is set forth in appendix A. Functions of the United 


States Coast Guard and functions of the Commandant of the Coast Guard were transferred to the Secretary 
of the Treasury under authority of Reorganization Plan No. 26 of 1950 set forth in appendix B. 








SMALL BOAT SAFETY 27 


light from right ahead to two points abaft the beam on the port 
side. The said side lights shall be fitted with inboard screens of suffi- 
cient height so set as to prevent these lights from being seen across 
the bow. 

(c) Motorboats of classes A and 1 when propelled by sail alone 
shall carry the combined lantern, but not the white light aft, pre- 
scribed by this section. Motorboats of classes 2 and 3, when so pro- 
pelled, shall carry the colored side lights, suitably screened, but not 
the white lights, prescribed by this section. Motorboats of all classes, 
when so propelled, shall carry, ready at hand, a lantern or flashlight 
showing a white light which shall be exhibited in sufficient time to 
avert collision. 

(d) Every white light prescribed by this section shall be of such 
character as to be visible at a distance of at least two miles. Every 
colored light prescribed by this section shall be of such character as 
to be visible at a distance of at least one mile. The word “‘visible”’ 
in this Act, when applied to lights, shall mean visible on a dark night 
with clear atmosphere. 

(e) When propelled by sail and machinery any motorboat shall 
carry the lights required by this section for a motor boat propelled 
by machinery only. 

(f) Any motor boat may carry and exhibit the lights required by 
the Regulations for Preventing Collisions at Sea, 1948, Act of October 
11, 1951 (65 Stat. 406-420), as amended, in lieu of the lights required 
by this section. 

Sec. 4. Every motorboat of class 1, 2, or 3, shall be provided with 
an efficient whistle or other sound-producing sainchaalted appliance. 

Sec. 5. Every motorboat of class 2 or 3 shall be provided with an 
efficient bell. 

Sec. 6. Every motorboat subject to any of the provisions of this 
Act and also all vessels propelled by mac hinery other than by steam 
more than sixty-five feet in length shall carry at least one life pre- 
server, or life belt, or ring buoy, or other device of the sort prescribed 
by the regulations of the board of supervising inspectors with the 
approval of the Secretary of Commerce,’ for each person on board, 
so placed as to be readily accessible: Provided, That every such 
motorboat and every such vessel propelled by machinery other than 
by steam more than sixty-five feet in length carrying passengers for 
hire shall carry so placed as to be readily accessible at least one life 
preserver of the sort prescribed by the regulations of the board of 
supervising inspectors with the approval of the Secretary of Com- 
merce,® for each person on board. 

SEC. 7. No such motorboat, and no other vessel of fifteen gross tons 
or less propelled by machinery other than steam, while carrying pas- 
sengers for hire, shall be operated or navigated except in charge of a 
person duly lic ensed for such service by the Secretary of the depart- 
ment in which the Coast Guard is operating. Whenever any person 
applies to be licensed as operator of any motorboat, or of any other 
vessel of fifteen gross tons or Jess propelled by machinery, carrying 

2 Functions of the board of supervising inspectors with the approval of the Secretary of Commerce were 
transferred to the Commandant of the Coast Guard under authority of Part I of Reorganization Plan No. 3 
of 1946 which is set forth in appendix A. Functions of the United States Coast Guard and functions of the 
Commandant of the Coast Guard are transferred to the Secretary of the Treasury under authority of Re- 


organization Plan No. 26 of 1950 set forth in appendix B. 
3 See footnote 2 
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passengers for hire, the Secretary shall make diligent inquiry as to 
his character, and shall carefully examine the applicant orally as 
well as the proofs which he presents in support of his claim, and if 
the Secretary is satisfied that his capacity, experience, habits of living, 
and character are such to warrant the belief that he can safely be 
entrusted with the duties and responsibilities of the station for which 
he makes application, the Secretary shall grant him a license author- 
izing him to discharge such duties on any such motorboat, or on any 
other vessel of fifteen gross tons or less propelled by machinery, carry- 
ing passengers for hire, for the term of five years. Such license shall 
be subject to suspension or revocation on the same grounds and in 
the same manner with like procedure as is provided | in the case of 
suspension or revocation of licenses of officers under the provisions 
of section 4450 of the Revised Statutes, as amended (U.S. C. 1952 
edition, title 46, sec. 239): Provided, That motorboats and other 
vessels of fifteen gross tons or less propelled by machinery shall not 
be required to carry licensed officers except as required in this Act: 
And provided further, That licenses herein prescribed shall not be 
required of motorboats or of any other vessels of fifteen gross tons 
or less propelled by machinery engaged in fishing contests previously 
arranged and announced. 

Src. 8. Every motorboat and also every vessel propelled by ma- 
chinery other than by steam more than sixty-five feet in length 
shall be provided with such number, size, and type of fire extin- 
guishers, capable of promptly and effectus ally extinguishing burning 
gasoline, as may be prescribed by the regulations of the board of 
supervising inspectors, with the approval of the Secretary of Com- 
merce,* which fire extinguishers shall be at all times kept in condition 
for immediate and effective use and shall be so placed as to be readily 
peony 

Sec. 9. The provisions of sections 4, 5, and 8 of this Act shall not 
apply to “motorboats propelled by outboard motors while competing 
in any race previously arranged and announced or, if such boats be 
designed and intended solely for racing, while engaged i in such navi- 
gation as is incidental to the tuning up of the boats and engines for 
the race. 

Sec. 10. Every motorboat and also every vessel propelled by 
machinery other than by steam more than sixty-five feet in length 
shall have the carburetor or carburetors of every engine therein 
(except outboard motors) wine gasoline as fuel, equipped with such 
efficient flame arrestor, backfire trap, or other similar device as may 
be prescribed by the regulations of the board of supervising inspec- 
tors with the approval of the Secretary of Commerce: > Provided, 
That this section shall apply only to such motorboats or vessels, the 
construction of which or the replacement of the engine or engines of 
which " yg me subsequent to the passage of this Act. 

Sec. 11. Every such motorboat and every such vessel, except open 
boats, using as fuel any liquid of a volatile nature, shall be provided 
with such means as may be prescribed by regulations of the board 
of supervising inspectors with the approval of ‘the Secretary of Com- 
merce ° for properly and efficiently ventilating the bilges of the 
engine and fuel tank compartments so as to remove any explosive or 
* See footnote 2 


5 See footnote 2 
6 See footnote 2. 
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inflammable gases: Provided, That this section shall apply only to 
such motorboats or vessels, the construction or decking over of which 
is commenced subsequent to the passage of this Act. 

Sec. 12. Motorboats shall not be required to carry on board copies 
of the pilot rules. 

[Sec. 13. No person shall operate any motorboat or any vessel in 
a reckless or negligent manner so as to endanger the life, limb, or 
property of ~ person.] 

Sec. 13. (a) No person shall operate any motorboat or any vessel in 
a reckless or aa nt manner so as to endanger the life, limb, or property 
of any person. To “operate” means to naviyate or otherwise use a motor- 
boat or a vessel. 

(b) In the case of collision, accident, or other casualty involving a 
motorboat or other vessel subject to this Act, it shall be the duty of the 
operator, if and so far as he can do so without serious danger to his own 
vessel, or persons aboard, to render such assistance as may be practicable 
and necessary to other persons affected by the collision, accident, or cas- 
ualty in order to save them from ‘danger caused by the collision, accident, 
or casualty. He shall also give his name, address, and identification of 
his vessel to any person injured and to the owner of any property damaged. 
The duties imposed by this subsection shall be in addition to any duties 
otherwise provided by law. 

(c) In the ease of collision, accident, or other casualty involving a 
motorboat or other vessel subje ct to this Act, the operator thereof, if the 
collision, accident, or other casualty results in death or injury to any 
person, or damage to property in excess of $100, shall Jule with the Secre- 
tary of the De partment w ithin which the Coast Guard is operating, unless 
such operator is required to file an accident report with the State under 
section 3 (c) (6) of the Federal Boating Act of 1958, a full description of 
the collision, accident, or other casualty, including such information as 
the arn may by regulation require. 

SEC. Any person who shall operate any motorboat or any vem 
in a rec dle ‘ss or negligent manner so as to endanger the life, limb, 
property of any person shall be deemed guilty of a misdemeanor al 
on conviction thereof by any court of om tent jurisdiction shall be 
punished by a fine not exceeding $2,000, or by imprisonment for a 
term of not exceeding one year, or by both such fine and imprison- 
ment, at the discretion of the court. 

Sec. 15. Any officer of the United States authorized to enforce the 
navigation laws of the United States, shall have power and authority 
to swear out process and to arrest and take into custody, with or 
without process, any person who may commit any act or offense pro- 
hibited by section 13, or who may violate any provision of said section: 
Provided, That no person shall be arrested without process for any 
offense not committed in the presence of some one of the aforesaid 
officials: Provided further, That whenever an arrest is made under 
the provisions of this Act, the person so arrested shall be brought 
forthwith before a commissioner, judge, or court of the United States 
for examination of the offense a leged against him, and such com- 
missioner, judge, or court shall puscsed d in respect thereto as author- 
ized by law in cases of crimes against the United States. 

Sec. 16. If any motorboat or vessel subject to any of the provisions of 
this Act is operated or navigated in violation of this Act or any regula- 
tion issued thereunder, the owner or operator, either one or both of 
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them, shall, in addition to any other penalty prescribed by law [than 
that contained in section 14 of this Act], be liable to a penalty of $100: 
Provided, That in the case of motorboats or vessels subject to the 
provisions of this Act carrying passengers for hire, a penalty of $200 
shall be imposed on the owner or operator, either one or both of them, 
thereof for any violation of section 6, 7, or 8 of this Act or of any 
regulations pertaining thereto. For any penalty incurred under this 
section the motor boat or vessel shall be held liable and may be pro- 
ceeded against by way of libel in the district court of any district in 
which said motor boat or vessel may be found. 

Sec. 17. The board of supervising inspectors with the approval 
of the Secretary of Commerce? shall establish all necessary regula- 
tions required to carry out in the most effective manner all of the 
provisions of this Act, and such regulations when approved by the 
Secretary of Commerce ® shall have the force of law. The Secretary 
of Commerce ® or any officer of the Department of Commerce ” author- 
ized by the Secretary of Commerce * may, upon application therefor, 
remit or mitigate any fine, penalty, or forfeiture incurred under this 
Act or any reculs ution thereunder relating to motorboats or vessels, 
except the penalties provided for in section 14 hereunder. The Secre- 
tary of Commerce ” shall establish such regulations as may be neces- 
sary to secure the enforcement of the provisions of this Act by any 
officer of the United States authorized to enforce the navigation laws 
of the United States. 

Sec. 18. The proviso contained in the last paragraph of section 2 
of the Act of May 11, 1918 (40 Stat. 549), shall apply also with like 
force and effect to motorboats as defined in this Act. 

Motorboats as defined in this Act are hereby exempted from the 
provisions of Revised Statutes 4399, as amended (48 Stat. 125). 

Sec. 19. This Act shall take effect upon its approval as to all of 
the sections hereof except sections 6, 7, and 8, which sections shall 
take effect one year from the date of said approval, and for a period 
of one year from the date of approval of this Act sections 5, 6, and 7 
of the Motorboat Act of June 9, 1910 (Public, Numbered 201, Sixty- 
first Congress ; 36 Stat. 462), shall continue in full force and effec t, except 
that from and after the date of the approval of this Act the Secretary 
of Commerce shall have authority to remit or mitigate all fines or 
penalties heretofore or hereafter incurred or imposed under sections 
5 and 6 of the Motorboat Act of June 9, 1910. Except as hereinabove 
expressly provided, the Motorboat Act of June 9, 1910, above referred 
to, is repealed upon the approval of this Act and as to sections 5, 6, 
and 7 of said Act hereinabove continued the said sections are hereby 
repealed effective one year from the date of approval of this Act. 
Nothing in this Act shall be deemed to alter or amend section 4417a 
of the Revised Statutes (U. S. C., 1934 edition, Supp. IV, title 46, 
sec. 391a), the Act of August 26, 1935 (U.S. C., 1934 edition, Supp. IV, 

® Functions of the Secretary of Commerce were transferred to the Commandant of the Coast Guard under 
authority of Part Ll of Reorganization Plan No. 3 of 1946 which is set forth in appendix A. Functions of the 
United States Coast Guard and functions of the Commandant of the Coast Guard were transferred to the 


Secretary of the Treasury under authority of Reorganization Plan No. 26 of 1950 set forth in appendix B. 

® See footnote 8. 

10 Functions of the Department of Commerce were transferred to the Coast Guard under authority of 
Part I of Reorganization Plan No. 3 of 1946 which is set forth in appendix A. Functions of the United States 
Coast Guard and functions of the Commandant of the Coast Guard were transferred to the Secretary of the 
Treasury under authority of Reorganization Plan No. 26 of 1950 set forth in appendix B. 

11 See footnote 8 

12 See footnote 8. 
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ch. 7A, sees. 178 and 179), the Act of June 20, 1936 (U. S. C., 1934 
edition, Supp. IV, title 46, sec. 367), or repeal Acts of Congress or 
treaties embodying or revising international rules for preventing 
collisions at sea. 

Sec. 20. There are hereby authorized to be appropriated such sums 
as may be necessary to carry out the provisions of this Act. 


(NOTE.—The following section 21 is repealed, effective April 1, 1960.) 


[Sec. 21. The provisions of section 210 of title II of the Anti-Smug- 
gling Act, approved August 5, 1935 (49 Stat. 526; U. S. C., 1934 
edition, Supp. IV, title 46, sec. 288), requiring a certificate of award 
of a number to be kept at all times on board of the vessel to which 
the number has been awarded shall not apply to any vessel not 
exceeding seventeen feet in length measured from end to end over the 
deck, excluding sheer, or to any vessel whose design of fittings are 
such that the carrying of the certificate of award of the number on 
such vessel would render such certificate imperfect, illegible, or 
would otherwise tend to destroy its usefulness as a means of ready 
identification. ] 

Szc. 22. (a) This Act shall apply to every motorboat or vessel on the 
navigable waters of the United States, and every motorboat or vessel owned 
in the United States and using the high seas. 

(b) As used in this Act— 

(1) The phase ‘‘navigable waters of the United States’? means those 
waters within the territorial jurisdiction of the United States, its Terri- 
tories and possessions, which by themselves or through connection with 
other waters, form a continued highway on which vessels may be navigated 
from one State to another, or to foreign countries. 

(2) The term “‘State’”’ means a State of the United States, a Territory 
of the United States, a possession of the United States, the District of 
Columbia, the Canal Zone, and the Commonwealth of Puerto Rico. 


Act or JUNE 7, 1918, as AMENDED (40 Start. 602; 46 U. S. C. 288) 


(NOTE.—The following Act is repealed, effective April 1, 1960.) 
[AN ACT 


(To require numbering and recording of undocumented vessels. 


[Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That every undocu- 
mented vessel, operated in whole or in part by machinery, owned in 
the United States and found on the navigable waters thereof, except 
public vessels, and vessels not exceeding sixteen feet in length meas- 
ured from end to end over the deck excluding sheer, temporarily 
equipped with detachable motors, shall be numbered. Such numbers 
shall be not less in size than three inches and painted or attached to 
each bow of the vessel in such manner and color as to be distinctly 
visible and legible. When a number is awarded to a vessel under the 
provisions of this Act, a certificate of such award shall be issued by 
the collector, the said certificate to be at all times kept on board of 


such vessel and to constitute a document in lieu of enrollment or 
license. 


18 Functions of the collector were transferred to the Coast Guard under authority of Part I of Reorganiza- 
tion Plan No. 3 of 1946 set forth in appendix A. Functions of the United States Coast Guard and func- 
tions of the Commandant of the Coast Guard were transferred to the Secretary of the Treasury under 
authority of Reorganization Plan No. 26 of 1950 set forth in appendix B. 
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[Sec. 2. That the said numbers, on application of the owner or 
master, shall be awarded by the collector of customs “ of the district 
in which the vessel is owned and a record thereof kept in the custom- 
house of the district in which the owner or managing owner resides. 
No numbers not so awarded shall be carried on the bows of such 
vessel. 

[Sec. 3. That notice of destruction or abandonment of such vessels 
or change in their ownership shall be furnished within ten days by 
the owners to the collectors of customs © of the districts where such 
numbers were awarded. Such vessel sold into another customs dis- 
trict may be numbered anew in the latter district. 

[Sec. 4. That the penalty for violation of any provision of this 
Act shall be $10, for which the vessel shall be liable and may be seized 
and proceeded against in the district court of the United States in any 
district in which such vessel may be found. Such penalty on applica- 
tion may be mitigated or remitted by the Secretary of Commerce." 

{[Sec. 5. That the Secretary of Commerce’ shall make such reg- 
ulations as may be necessary to secure proper execution of this Act 
by collectors of customs '* and other officers of the Government. 

[Sec. 6. That this Act shall take effect six months after its passage. ] 


14 Functions of the collector of customs were transferred to the Coast Guard under authority of Part I of 
Reorganization Plan No. 3 of 1946 set forth in appendix A. Functions of the Urited States Coast Guard 
and functions of the Commandant of the Coast Guard were transferred to the Secretary of the Treasury 


under authority of Reorganization Plan No. 26 of 1950 set forth in appendix B. 
15 See footnote 14, 
16 See footnote 8. 
17 See footnote 8. 
18 See footnote 14. 








APPENDIX A 
Part I or REORGANIZATION Puan No. 3 or 1946 (60 Start. 1097) 


Prepared by the President and transmitted to the Senate and the House of 
Representatives in Congress assembled, May 16, 1946, pursuant to the pro- 
visions of the Reorganization Act of 1945, approv ed December 20, 1945 


PART I. DEPARTMENT OF THE TREASURY 


Section 101. Functions transferred to the United States Coast 
Guard.—(a) There are hereby transferred to the Commandant of the 
Coast Guard those functions of the bureau, offices, and boards speci- 
fied in the first sentence of section 104 of this plan, and of the Secretary 
of Commerce, which pertain to approval of plans for the construction, 
repair, and alteration of vessels; approval of materials, equipment, 
and appliances; classification of vessels; inspection of vessels and their 
equipment and appliances; issuance of certificates of inspection, and 
of permits indicating the approval of vessels for operations which may 
be hazardous to life or property; administration of load line require- 
ments; enforcement of other provisions for the safety of life and prop- 
erty on vessels; licensing and certificating of officers, pilots, and 
seamen; suspension and revocation of licenses and certificates; investi- 
gation of marine casualties; enforcement of manning requirements, 
citizenship requirements, and requirements for the mustering and 
drilling of crews; control of log books; shipment, discharge, protection, 
and welfare of merchant seamen; enforcement of duties of shipowners 
and officers after accidents; promulgation and enforcement of rules 
for lights, signals, speed, steering, Sailing, passing, anchorage, move- 
ment, and towlines of vessels and lights and signals on bridges; num- 
bering of undocumented vessels; prescription and enforcement of 
regulations for outfitting and operation of motorboats; licensing of 
motorboat operators; regulation of regattas and marine parades; all 
other functions of such bureau, offices, and boards which are not 
specified in section 102 of this plan; and all other functions of the 
Secretary of Commerce pertaining to those functions of the agencies 
abolished under section 104 of this plan which are not specified i in sec- 
tion 102 of this plan, including the remission and mitigation of fines, 
penalties and forfeitures incurred under the laws governing these func- 
tions and those incurred under the Act of December 17, 1941, 55 
Stat. 808, as amended. 

(b) The functions relating to the award of numbers to undocu- 
mented vessels vested by law in the Collectors of Customs are hereby 
transferred to the Commandant of the Coast Guard. 

Sec. 102, Functions transferred to Bureau of Customs.—There are 
hereby transferred to the Commissioner of Customs those functions of 
the bureau, offices, and boards specified in the first sentence of sec- 
tion 104 of this plan, and of the Secretary of Commerce, which pertain 
to registry, enrollment, and licensing of vessels, including the issuance 
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of commissions to yachts, the assignment of signal letters, and the 
preparation of all reports and seikeeiaad in connection therewith; 

measurement of vessels, administration of tonnage duties, and collec- 
tion of tolls; entry and clearance of vessels and aircraft, regulation of 
vessels in the coasting and fishing trades, and limitation of the use of 
foreign vessels in waters under the jurisdiction of the United States; 
recording of sales, conveyances, and mortgages of vessels; protection 
of steerage passengers; all other functions of such bureau, offices, and 
boards which were performed by the Bureau of Customs on behalf 
thereof immediately prior to the effective date of Executive Order 
No. 9083 of February 28, 1942 (7 F. R. 1609); and the power to remit 
and mitigate fines, penalties and forfeitures incurred under the laws 
governing these functions. 

Sec. 103. Powers of the Secretary of the Treasury.—The functions 
transferred by sections 101 and 102 of this plan may be performed 
through such officers and employees of the United States Coast 
Guard and the Bureau of Customs, respectively, as may he designated 
by the Commandant of the Coast Guard and the Commissioner of 
Customs, respectively, and shall be performed subject to the direction 
and control of the Secretary of the Treasury except as otherwise 
required by law with respect to the United States Coast Guard 
whenever it operates as a part of the Navy. 

Src. 104. Abolition of agencies —The Bureau of Marine Inspection 
and Navigation, the office of the director thereof, the offices of super- 
vising inspectors, principal traveling inspectors, local inspectors, 
assistant inspectors, shipping commissioners, deputy shipping com- 
missioners, and the Board of Supervising Inspectors, the Boards of 
Local Inspectors, the Marine Casualty Investigation Board, and the 
Marine Boards are hereby abolished. The Secretary of the Treasury 
shall provide for winding up those affairs of the said abolished agencies 
which are not otherwise disposed of herein. 








APPENDIX B 
REORGANIZATION Puan No. 26 or 1950 (64 Star. 1280) 


Prepared by the President and transmitted to the Senate and the House of 
Representatives in Congress assembled May 31, 1950, pursuant to the provisions 
of the Reorganization Act of 1949, approved June 20, 1949 


DEPARTMENT OF THE TREASURY 


Section 1. Transfer of functions to the Secretary.—(a) Except as 
otherwise provided in subsection (b) of this section, and subject to 
the provisions of subsection (c) of this section, there are hereby 
transferred to the Secretary of the Treasury all functions of all other 
officers of the Department of the Treasury and all functions of all 
agencies and employees of such Department. 

(b) This section shall not apply to the functions vested by the 
Administrative Procedure Act (60 Stat. 237) in hearing examiners 
employed by the Department of the Treasury or to functions vested 
by any provision of law in the Comptroller of the Currency. 
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(c) Notwithstanding the transfer to the Secretary of the Treasury 
of the functions of the United States Coast Guard and of the func- 
tions of the Commandant of the Coast Guard, effected by the provi- 
sions of subsection (a) of this section, such Coast Guard, together 
with the said functions, shall operate as a part of the Navy, subject 
to the orders of the Secretary of the Navy, in time of war or when 
the President shall so direct, as provided in section 1 of the Act of 
January 28, 1915 (ch. 20, 38 Stat. 800, as amended, 14 U.S. C. 1). 

Sec. 2. Performance of functions of Secretary.—The Secretary of the 
Treasury may from time to time make such provisions as he shall deem 
appropriate authorizing the performance by any other officer, or by 
any agency or employee, of the Department of the Treasury of any 
function of the Secretary, including any function transferred to the 
Secretary by the provisions of this reorganization plan. 

Sec. 3. Administrative Assistant Secretary—There shall be in the 
Department of the Treasury an Administrative Assistant Secretary 
of the Treasury, who shall be appointed, with the approval of the 
President, by the Secretary of the Treasury under the classified civil 
service, who shall perform such duties as the Secretary of the Treasury 
shall prescribe, and who shall receive compensation at the rate of 
$14,000 per annum. 

Sec. 4. Incidental transfers —The Secretary of the Treasury may 
from time to time effect such transfers within the Department of the 
Treasury of any of the records, property, personnel, and unexpended 
balances (available or to be made available) of appropriations, alloca- 
tions, and other funds of such Department as he may deem necessary 
in order to carry out the provisions of this reorganization plan. 


O 





DEPOSITED BY THE 


UNITED SiATe>s RANTING 


85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2040 





AUTHORIZING THE JOINT COMMITTEE ON ATOMIC ENERGY TO 
PRINT FOR ITS USE 10,000 COPIES OF THE PUBLIC HEARINGS ON 
PHYSICAL RESEARCH PROGRAM AS IT RELATES TO THE FIELD 
OF ATOMIC ENERGY 


JUNE 27, 1958.—Ordered to be printed 


Mr. Hays of Ohio, from the Committee on House Administration 
submitted the following 


REPORT 


[To accompany H. Con. Res. 325] 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 325, having considered the same, 
report favorably thereon without amendment and recommend that 
the concurrent resolution do pass. 

The cost of printing is estimated at $9,428. 


O 











GEPOSITES BY THE 
UNITED STAIcS Vt Ald RIG 


85TH ConcGress |} HOUSE OF REPRESENTATIVES Report 
Pd Nession \ No. 2041 


TO PRINT THE PROCEEDINGS IN CONNECTION WITH 
THE ACCEPTANCE OF THE STATUE OF CHARLES 
MARION RUSSELL, LATE OF MONTANA 


JUNE 27, 1958.—Ordered to be printed 


Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany 8S. Con. Res. 82] 


The Committee on House Administration, to whom was referred 
Senate Concurrent Resolution 82, having considered the same, report 
favorably thereon without amendment and recommend that the 
concurrent resolution do pass. 

The estimated cost of printing, $4,000. 

i 


LS 


20009 














DEPOSITED BY THE 


UNITED STATES OF Aimer” 


2d Session No. 2042 


————S 


85TH CONGRESS t HOUSE OF REPRESENTATIVES { Report 


TO PRINT ADDITIONAL COPIES OF THE HEARINGS EN- 
TITLED “CIVIL RIGHTS—1957” FOR THE USE OF THE 
COMMITTEE ON THE JUDICIARY 


JUNE 27, 1958.—Ordered to be printed 


Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


(To accompany S. Con. Res. 87] 


The Committee on House Administration, to whom was referred 


Senate Concurrent Resolution 87, having considered the same, report 
favorably thereon without amendment and recommend that the con- 
current resolution do pass. 

The estimated cost of printing the additional copies is $3,592. 


O 





85TH CoNnGREss } HOUSE OF REPRESENTATIVES REpPorT 
2d Session No. 2043 


CIVIL AND CRIMINAL JURISDICTION OVER INDIAN 
COUNTRY IN ALASKA 


JuNE 27, 1958.—Referred to the House Calendar and. ordered to be printed 


Mr. Wr.u1s, from the Committee on the Judiciary, submitted the 
following OF MICHIGAN 


REPORT Js 


[To accompany H. R. 9139] 


At 
AAW 


MAIN 
READING RCOM 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 9139) to amend the law with respect to civil and criminal juris- 
diction over Indian country in Alaska, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill do pass. 

The amendments are as follows: 

1. Page 1, line 3, after ‘““That’”’ insert “subsection (a) of’’. 

2. Page 1, line 4, after ‘appears’ insert “, except in the second 
columa of the list in subsection (a) of section 1162,’’. 

3. Page 2, line 1, delete “Section”’ and insert in lieu thereof ‘‘Sub- 
section (a) of section’’. 

4. Page 2, line 3, after “appears” Insert “‘, except in the second 
column of the list in subsection (a) of section 1360,’’. 


EXPLANATION OF AMENDMENTS 


The purpose of these amendments is to correct omissions in the 
bill as introduced with regard to amending the present law. They 
are clerical in nature and are made so that the bill, if enacted, will 
be correctly set out in the present law. 


PURPOSE 


The proposed legislation will extend the territorial law of Alaska 
to all Indian countries in Alaska so that Alaska may exercise the 
criminal and civil jurisdiction that is authorized by sections 1162 
of title 18, United States Code and 1360 of title 28 United States 
Code. 
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STATEMENT 


- Criminal offenses by one Indian against the person or property of 
another Indian, when committed within ‘Indian Country” as defined 
in section 1152 of title 18, United States Code, are punishable under 
Indian tribal law. State law or Federal territorial law do not usually 
apply. General Federal law also covers criminal offenses committed 
in Indian country but only with respect to the crimes of murder, 
manslaughter, rape, incest, assault with intent to kill, assault with a 
dangerous weapon, arson, burglary, robbery and larceny (18 U. S. C. 
1153). 

One of the needs for the enactment of the proposed legislation is due 
to a decision of the United States District Court for the District of 
Alaska in the cases of In re McCord (No. A-13,363) and Jn re Nicka- 
norka (No. A-13,364), wherein the defendants were charged with 
statutory rape under the Territorial law of Alaska. The court held (1) 
that the Territorial law did not apply because the incident occurred 
in Indian country and (2) that the Federal law mentioned above and 
5 gamer referred to as the Ten Major Crimes Act (18 U: S. C. 1153) 
did not apply because statutory rape is not included in the Federal 
crime of rape. The defendants were therefore released. 

In construing the Federal statute the court also decided that the 
native village of Tyonek, Alaska, where the rape occurred, came 
within the definition of Indian country. Such a construction, of 
course, affects a large number of other native villages in Alaska 
similarly situated. The committee has been advised that these native 
villages do not have adequate machinery for enforcing law and order. 
They have no tribal court, no police, no criminal code, and in many 
instances no formal orgainzation. This is for the reason that the 
Territorial government in Alaska has maintained law and order in the 
native villages as well as in the rest of Alaska and the native tribal 
councils have had no reason to nor have they ever exercised these 
functions. Since the natives are not prepared to take over these 
activities, the recent court decision has left the villages and the people 
without protection. The instant legislation seeks to remedy this 
situation by restoring what, until the court decision, was the actual 
practice in the enforcement of the law in the Indian country in Alaska. 

The bill also extends the Territorial law of Alaska to Indian couutry 
with regard to civil matters. The committee was advised that the 
Interior Department policy is to extend civil jurisdiction to the States 
whenever it is opportune. See, for example, sections 1162 of title 
18 and 1360 of title 28, United States Code, extending criminal and 
civil jurisdiction over Indian country to the States of California, 
Minnesota, Nebraska, Orezon, and Wisconsin. It has been pointed 
out that many of the Indian tribes lack adequate court and procedural 
facilities to take care of civil matters which arise in the Indian country 
such as proceedings concerning minors, inheritance, domestic relations, 
contracts, and negligence. In extending such jurisdiction to States 
and Territories (insofar as this legislation is concerned, to the Terri- 
tory of Alaska) the Indian peoples can receive all the benefits and 
safeguards of well-established substantive civil laws as well as civil 
law procedures. 
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EXECUTIVE COMMUNICATIONS 


Made a part of this report is a communication from the Department 
of the Interior favoring the enactment of this legislation. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 25, 1958. 
Hon. Emanvet CELLeEr, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washingtoa, D. C. 

Dear Mr. Cetter: Your committee has requested a report on 
H. R. 9139, a bill to amend the law with respect to civil and criminal 
jurisdiction over Indian country in Alaska. 

We recommend that the bill be enacted with the technical amend- 
ments suggested below. 

The bill adds all Indian country within the Territory of Alaska to 
the list of Indian country over which the States and Territories may 
exercise civil and criminal jurisdiction that is contained in title 18, 
United States Code, section 1162, and in title 28, United States Code, 
section 1360. 

Offenses by one Indian against the person or property of another 
Indian when committed within the indian country ordinarily are 
punishable under tribal law rather than State law (cf. 18 U.S. C. 
1152), — the offense is one of the so-called 10 major crimes 
(18 U. S. C. 1153), or unless the Indian country is listed in title 18, 
United ‘States Code, section 1162, or is in a State that has been 

anted jurisdiction by special act of Congress (62 Stat. 1161 for 

owa; 54 Stat. 249 for Kansas; 62 Stat. 1224 for New York), or unless 
the Indian has received a patent in fee under the General Allotment 
Act, or unless the Indian received a trust allotment under the General 
Allotment Act prior to its amendment on May 8, 1906, or unless the 
State assumes jurisdiction by affirmative legislation under section 7 
of the act of August 13, 1953 (67 Stat. 588). 

The need for the enactment of this bill is due to a decision of the 
United States District Court for the District of Alaska on May 15, 
1957, in the cases of In re McCord (No. A-13,363) and In re Nicka- 
norka (No. A-13,364). McCord and Nickanorka were charged with 
statutory rape under the Territorial law of Alaska. The court held 
that the Territorial law did not apply because the incident occurred 
in Indian country, and that the Federal statute sometimes called the 
Ten Major Crimes Act (18 U. S. C. 1153) did not apply because 
statutory rape is not included in the ordinary crime of rape. The 
prisoners were, therefore, released on petitions of habeas corpus. 

The seriousness of this decision is due to the fact that prior to that 
time the general understanding had been that the many native villages 
in Alaska were not Indian country, and it had been the general 
practice for Territorial officers to apply Territorial law in the native 
villages. The court held, however, that the native village of Tyonek 
is Indian country because it was set aside for native use and because 
it has a tribal governmental organization (an elected chief and six-man 
council). The basis of the decision makes its principle applicable to a 
large number of native villages. 

In fact, however, none of the native villages has ever had any 
machinery for enforcing law and order. They have no tribal court, 
no police, and no criminal code. Although some of the villages were 
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organized under the Indian Reorganization Act of June 18, 1934, as 
amended, others have no formal organization at all. Furthermore, 
although some of the villages have a chief or council, their functions 
are limited and do not include the maintenance of order. 

As the Territorial government has for many years been responsible 
for maintaining law and order in the native villages as well as in the 
rest of Alaska, and as the natives have never exercised that function 
and are not prepared to exercise it, the court’s recent decision has 
left them without the protection to which they are accustomed and 
to which they are entitled as citizens of the Territory. 

The enactment of the bill will restore the situation that has existed 
in actual practice for many years, and its enactment is consistent 
with the general Federal policy to make the Indians subject to State 
law whenever no hardship would be imposed. 

va purposes of clarity, the following amendments are suggested: 

On page 1, line 3, after “That” insert “subsection (a) of’’. 

2 On page 1, line 4, after ‘ ‘appears”’ insert ‘‘, except in the second 
column of the list in subsection (a) of section 1162,”’. 

3. On page 2, line 1, delete ‘Section’ and insert in lieu thereof 
‘Subsection (a) of section” 

4. On page 2, line 3, after “appears” insert ‘‘, except in the second 
column of the list in subsection (a) of section 1360,”’. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Roaer Ernst, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW MADE BY COMMITTEE AMENDMENTS 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in eo brackets, and new matter proposed to be added shown in 
italic: 


TitLe 18 Unitrep States Cope, Section 1162 


§ 1162. State jurisdiction over offenses committed by or against 
Indians in the Indian country. 


(a) Each of the States or territories listed in the following table shall 
have jurisdiction over offenses committed by or against Indians in the 
areas of Indian country listed opposite the name of the State or 
territory to the same extent that such State or territory has jurisdiction 
over offenses committed elsewhere within the State or territory, and 
the criminal laws of such State or territory shall have the same force 
and effect within such Indian country as they have elsewhere within 
the State or territory: 

State or territory of Indian country affected 
ee ee All Indian country within the Territory. 

i i All Indian country within the State. 

All Indian country within the State, except the Red 
Lake Reservation. 
Nebraska__--------- All Indian country within the State. 
Oregon ; _... All Indian country within the State, except the 
Warm Springs Reservation. 
Wisconsin _ _ _ All Indian country within the State. 
* * * + . 
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Tirte 28, Unrrep States Cops, Section 1360 


§ 1360. State civil jurisdiction in actions to which Indians are parties. 


(a) Each of the States or Territories listed in the following table 
shall have jurisdiction over civil causes of action between Indians or 
to which Indians are parties which arise in the areas of Indian country 
listed opposite the name of the State or Territory to the same extent 
that such State or Territory has jurisdiction over other civil causes of 
action, and those civil laws of such State or Territory that are of 
general application to private persons or private property shall have 
the same force and effect within such Indian countzy as they have 
elsewhere within the State or Territory: 

State or Territory of Indian country affected 


All Indian country within the Territory. 

California All Indian country within the State. 

PEUNOUNG iin sv acccanaswe All Indian country within the State, except the Red 
Lake Reservation. 

RON aii hb hon waleoie All Indian country within the State. 

tac nensconwsenaaeth All Indian country within the State, except the 
Warm Springs Reservation. 

Wisconsin All Indian country within the State. 


O 
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UNIVED STATES UP Abgciciua 


85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2044 


TOWNSITES IN NATIONAL FORESTS 


JuNE 27, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Cootey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 12161] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 12161) to provide for the establishment of townsites, and for 
other purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize the Forest Service, upon the 
request of local governments, to designate areas of not to exceed 1 
square mile within national forests as townsites and to sell, under con- 
ditions prescribed in the bill, building lots within such townsites. 


NEED FOR THE LEGISLATION 


The need for the legislation arises primarily from three cireum- 
stances: (1) where a national forest is immediately adjacent to a grow- 
ing urban community; (2) where a town or settlement within the 
national forest on private land is outgrowing the available private 
land; (3) where a sawmill, mining development, power dam, or other 
permanent installation within a national forest makes the establish- 
ment of a townsite administratively desirable. Under present laws, 
the Forest Service has no authority to sell national forest land to 
wivate owners for the building of houses and similar structures. 
Vhere it has become necessary, for any reason, for private residences 
and other structures to be built on national forest land, it is now done 
under special use permits which convey no title to the land. 

Such a policy makes it difficult for the individual, who must build 
his house or other building on land he does not own, and also for the 
Forest Service which must (in the event of any substantial settlement) 
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enter into the business of providing municipal services such as fire 
and police protection, sanitation, etc., which are considerably out- 
side its usual functions. 

This situation is explained in more detail in the executive com- 
munication, set out below,. recommending enactment of this legisla- 
tion. 

COsT 


There will be no cost to the Government as the result of enactment 
of this bill. On the contrary, the Forest Service will be relieved of 
certain administrative costs in connection with providing municipal 
services and there will be a certain amount of income to the Treasury 
from the sale of building lots. 


DEPARTMENTAL APPROVAL 


The bill is identical with a bill which was reported favorably by 
this committee in the 84th Congress and passed the House, but was 
not acted upon in the Senate. In the 85th Congress, enactment of 
the bill was recommended by the Department of Agriculture in the 
following executive communication: 


DEPARTMENT OF AGRICULTURE, 
January 29, 1957. 


The SPEAKER, 
House of Representatives. 
Dear Mr. Speaker: Enclosed herewith, for the consideration of 
the Congress, is a suggested draft of a bill, to provide for the establish- 


ment of townsites and for other purposes. 

We recommend enactment of the draft bill. It is identical to 
H. R. 426, 84th Congress, which passed the House and was ordered 
favorably reported to the full Senate Committee on Agriculture and 
Forestry by the Subcommittee on Soil Conservation and Forestry. 

The draft bill would authorize the Secretary of Agriculture to set 
aside areas of national-forest land or land administered by him under 
title III of the Bankhead-Jones Farm Tenant Act, as townsites and 
divide such areas into town lots to be offered at public sale to the 
highest bidder for not less than appraised value thereof. The draft 
bill could be applied only in answer to a request by a town, city, 
county, or other governmental subdivision in order to provide assur- 
ance that the transferred area would be included within the boundary 
of a local governmental unit able to furnish police protection, sanita- 
tion, and similar essential facilities. ‘The Federal Government, there- 
fore, would not be responsible for providing such public services. The 
draft bill also would provide that (1) lots offered at a public sale for 
which there is no satisfactory bid may be disposed of at private sale 
for not less than the appraised value; and (2) persons occupying such 
lands on which improvements have been constructed by him or his 
serene shall be given the opportunity to purchase the offered 
ands at appraised value. No more than three town lots may be sold 
to any person or private corporation, firm, or agency. 

Existing legislative authority does not provide adequately for 
situations where (1) the boundaries of national forests or title III 
Bankhead-Jones lands where originally located at or near the outskirts 
of a city or town which has since expanded; (2) a community has 
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developed on a small tract of privately owned land within a much 
larger national forest or title III tract; or (3) there is need for establish- 
ment of new townsites due to timber, mining, or utility developments 
on national forests or land-utilization areas. In some instances small 
communities have arisen with buildings built entirely on Federal land 
under permit. In all of these instances, public land may gradually 
be occupied by residences and small commercial establishments under 

ermit. This use may increase until a substantial area of public land 

ecomes in effect a townsite or a suburb of a ncarby community. 
Under present authority neither national forest nor title III lands may 
be sold to private owners to meet this problem. Nor is exchange 
authority suitable. 

Thesituation described above is undesirable. Homeowners properly 
wish to own the land on which their homes rest for greater security of 
tenure and easier financing. Also, because such townsite property 
cannot now be sold, the Forest Service sometimes is forced to admin- 
ister town and suburban property, a function beyond the usual scope 
of that agency’s responsibility. 

A similar letter is being sent to the President of the Senate. 

The Bureau of the Budget advises that there is no objection to the 
submission of this proposed legislation to the Congress for its con- 
sideration. 

Sincerely yours, 


True D. Morsg, 
Acting Secretary. 








85TH CONGRESS HOUSE OF REPRESENTATIVES REpPoRT 
2d Session No. 2045 


AMENDING AND MAKING PERMANENT EMPLOYEES COM- 
PENSATION AND WAR-RISK HAZARD BENEFITS FOR 
CERTAIN EMPLOYEES OUTSIDE THE UNITED STATES 


JuNE 27, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Forrester, from the Committee on the Judiciary,! Neubert st 


ed \ 
CF MICHIGA! 


the following 


REPORT 


[To accompany H. R. 12140] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 12140) to amend the act of December 2, 1942, and the act of 
August 16, 1941, relating to injury, disability, and death resulting 
from war-risk hazards and from employment, suffered by employees 
of contractors of the United States, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to amend and make permanent provisions 
of existing law relating to workman’s compensation and war-risk 
hazard benefits for Federal employees and employees of contractors 
of the Federal Government working in overseas areas. 


NEED 


For many years Congress has extended temporary legislation of this 
kind from year to year, the current extension expiring on June 30, 
1958. However, since it is unlikely that American commitments in 
overseas areas will substantially diminish in the foreseeable future, 
the Committee on the Judiciary requested the Department of Defense 
to frame legislation which would relieve the Congress of the burden 
of granting annual extensions. H. R. 12140 represents the combined 
efforts of the Department of Defense and members of a subcommittee 
of the Judiciary Committee. 
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The Committee on the Judiciary believes that this legislation is 
necessary for the following reasons: 

(1) As to employees of contractors of the United States it provides a 
standardized scale of benefits for industrial-type accidents in overseas 
areas. It also provides an orderly, economical procedure for awarding 
those benefits. Without such legislation chaotic and unfair com- 
pensation situations result with substantial cost to the Government. 

(2) The legislation, in extending the Federal Employees’ Compensa- 
tion Act to employees of the United States overseas provides them 
with the same kind of benefits as they would be entitled to were they 
employed in the United States. 

(3) In providing war-risk hazard benefits for employees of the 
United States and employees of contractors of the United States the 
bill recognizes a national responsibility for those overseas employees 
who suffer inyuries or are imprisoned in a war as a consequence of their 
employment in those overseas installations. The committee believes 
the United States has such a responsibility and further believes that 
the existence of such benefits is a factor in recruiting competent per- 
sonnel for overseas work. 

(4) In enacting permanent legislation embodying these principles 
Congress would be merely making our well-established national policy 
consistent with the extent of our commitments. 


COST 


The cost of this legislation cannot be estimated accurately since it 
is dependent upon contingencies which cannot be forecast. 


DEPARTMENTAL RECOMMENDATION 


This bill was introduced at the request of the Department of Defense 
and is consistent with their recommendations. 


GENERAL STATEMENT 


When the large-scale movement of Government contractors’ em- 
ployees to areas outside the continental United States occurred, just 
prior to and after the beginning of World War II, certain gaps existed 
in workmen’s compensation protections for the contractors’ employees. 
The problem first arose early in the summer of 1941. This preceded 
the beginning of World War II but was subsequent to the acquisition 
from Great Britain of lend-lease bases. From that time on we have 
had large-scale construction of defense bases outside the United States. 
Initially these projects were limited to the lend-lease base areas and 
to other areas within the Territories and possessions of the United 
States. 

Basically, the problem arose in its most acute form because of the 
absence in the local area of workmen’s compensation protection, or 
because of the inadequacy of the local provision, if one existed, or its 
failure to provide be nefits at a standard comparable to the average 
standard in the United States. In addition there were other diffi- 
culties, for example, the instability or insolvency of the local workmen’s 
compensation fund. 

The issue was first presented to the former United States Employees’ 
Compensation Commission in 1941 by the Navy Department. As a 
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result a bill which romney, became Public Law 208, 77th Con- 
gress (42 U. S. C. 1651) was drafted; it became law on August 16 
1941. In brief, this law extended the (Federal) Longshoremen’s an 
Harbor Workers’ Act of March 4, 1927, with certain modifications, to 
employees at military, air, and naval bases acquired by the United 
States from a foreign government, and also to employees employed 
on lands occupied or used by the United States for military or naval 
purposes in Territories and possessions of the United States. Thus, 
the initial problem was met. 

After the beginning of World War II military demands required 
contractors to extend their operations into areas not covered by the 
act of August 16, 1941. The result was that during the period between 
the beginning of the war and December 2, 1942, a number of makeshift 
exrengenent® were entered into by contractors with Government ap- 
proval and at Government expense to provide a measure of protection 
for contractors’ employees who were employed at areas outside of the 
areas mentioned in the act of August 16, 1941. These makeshift 
measures comprised, in the main, voluntary workmen’s compensation 
coverages of no set pattern, and a large variety of sundry and assorted 
guaranties of payments for disability and death. Because of the risks 
that these contractors’ employees faced, each successive group of em- 
ployees leaving the country sought of their employers guaranties 
which tended to proliferate in scope of coverage or amount of pro- 
tection. The situation had somewhat the appearance of an uncon- 
trollable inflation of guaranties. 

This situation was not only uneconomic and discriminatory in its 
effect on different groups of employees but caused concern to the 
military departments who saw a large portion of the appropriations 
provided them for construction going not into construction work but 
to pay war-risk injury and death benefits. In addition, the makeshift 
voluntary workmen’s compensation benefits afforded neither con- 
sistency nor uniformity, nor even in some instances any basic ration- 
ality. To compound the difficulties there was no administrative 
control over these private benefit systems, whether insured as the 
voluntary workmen’s compensation coverages were, or paid by the 
employers as many of the war-risk and detention guaranties were. 
Employees or dependents, if dissatisfied with voluntary payments, 
had the difficulty of suing the employers for breach of contract under 
their work agreements, a most unsatisfactory way of obtaining work- 
injury compensation. 

The amendment of December 2, 1942, accomplished two things: 
(1) It extended the so-called Defense Bases Act so that it became the 
workmen’s compensation act to cover contractors’ employees any- 
where in the world, and (2) it provided for direct payment by the 
United States Employees’ Compensation Commission to beneficiaries 
for war-caused detention, injury and death. 

A word should be said about ‘“war-risk’ losses. No workmen’s 
compensation law provides coverage for war-risk losses as such. No 
method exists for determining an insurance premium for war-risk 
casualties affecting employees. In the absence of ratemaking re- 
sources for this purpose (and it is doubtful whether workmen’s com- 
pensation rates could be realistically developed) it was deemed neces- 
sary to filter off all war-risk losses for direct payment by the United 
States. This was based on the theory that (1) any premium con- 
structed would most likely be either inadequate or excessive in relation 








4 EMPLOYEES COMPENSATION AND WAR-RISK HAZARD. BENEFITS 


to the losses and therefore very costly to the United States, and (2) 
the risk of the war loss was something which should be borne by the 

ublic at large and not by any employer or any employee or dependent. 
Moreover, it was a very risky undertaking for any insurance carrier 
in view of the necessity of guessing what the premium should be. 
The same concept was applied by the War Department in insurances 
other than workmen’s compensation, as in the case of direct payment 
to carriers of war and transportation losses which they found could 
not reasonably be brought within the insurance principle. 

The act of December 2, 1942, did the following: 

1. It amended the Defense Bases Act to provide statutory coverage 
for all employees of contractors engaged in work outside the United 
States wherever located, and it gave to beneficiaries an administrative 
as well as a judicial remedy under an adequate workmen’s compen- 
sation act; 

2. It provided for payments to employees and their dependents in 
event of casualty due to a war risk defined in the act, the payments 
being exactly the same in quantum as normal on-the-job injury or 
death payments; 

3. It provided for reimbursement to employers and insurance 
carriers for the amount of benefit payments made by them for unin- 
sured war-risk losses which they might have paid: 

4. It provided a benefit system for captured contractors’ employees 
so that they and their families might be accorded after capture (no 
injury being involved) much the same rights as captured civil em- 
ployees of the United States who were provided for under the Missing 
Persons Act; and 

5. It took a drain off the construction funds of the military services 
and released more money for construction. 

Since the termination of World War IT we continue to have contrac- 
tors’ employees leaving our shores on Government contract work out- 
side the continental United States. The same need exists today for a 
compensation system for them as has existed since 1941. It no doubt 
will continue indefinitely. It should be noted in this respect, that two 
compensation systems exist: (1) The Defense Bases Act system under 
the act of August 16, 1941 (42 U.S. C. 1651) covering normal employ- 
ment accidents, and (2) the war-risk hazards system (42 U.S. C. 1701) 
which should be looked upon as supplementary in nature, designed to 
pick up war-risk losses and cases involving detention of contractors’ 
employees, which are not the normal subjects of workmen’s compen- 
sation and therefore not insurable. 

The Defense Bases Act is by its nature and design permanent legis- 
lation. There are in it, however, some terms (such as ‘‘Allies’’ and 
“war effort’’) in the definition of “public work” which have required 
reorientation. As originally used in 1942 they were related to a frame 
of reference which we know as World War II. Public Law 100, 83d 
Congress, of June 30, 1953, changed these terms in that act so as to 
give a different frame of reference; namely, one of ‘‘national defense.”’ 
This amendent also gave a definition of the term ‘‘Allies.”’ 

The War Hazards Compensation Act, which comprises the first two 
titles of the act of December 2, 1942 (42 U.S. C. 1701 et seq.) had to 
undergo modification to remove from it the original frame of reference 
of World War II. This was accomplished, similarly, by Public Law 
100, 83d Congress, in 1953. Such terms as “war activities,’’ “allies,” 
“enemy,” “national war effort” and the like had to be reoriented. 
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In general they were brought into a somewhat different concept of 
‘national defense,’’ ‘‘military operations,” and the like. Public Law 
100 also excluded noncitizen employees from the Defense Bases Act 
and the supplementary war-risk coverage. 

The present bill is designed to do the following: 

A. As regards the Defense Bases Act— 

1. To include persons employed overseas by welfare and morale 
organizations (e. g., American Red Cross, USO, Salvation Army) 
within its coverage so that these organizations may privately insure 
their employees under the Federal act (Defense Bases Act). Since 
the organizations providing such services may change from time to 
time, the bill authorizes the Secretary of Defense to designate those 
entitled to coverage. 

2. To redefine the term “public work” so as to clarify its meaning 
and make it construe consistently with Federal court decisions. It 
was intended by Congress that the term would cover both fixed and 
movable projects including service projects. Some State court deci- 
sions have disregarded this intent, presumably because the purpose is 
not explicitly spelled out in the act, and have imposed further State 
liability upon employers in a manner inconsistent with the underlying 
purposes of this act. The purpose here is to state more specifically 
in the definition, by the use of the words ‘‘whether or not fixed,” the 
original intention to have it apply to projects of all kinds otherwise 
within the definition, including service contract projects. The other 
changes in this definition are intended to eliminate the World War II 
frame of reference and to substitute a less limiting frame of reference. 
This object has necessitated the addition of a definition of “‘allies”’ and 
“war activities.” 

3. To eliminate the discriminatory exclusion of noncitizen con- 
tractors’ employees from Defense Bases Act coverage as imposed by 
Public Law 100, 83d Congress. The present bill contemplates that 
where necessary employees will be selectively excluded from coverage 
as exigencies warrant—and not on any unjustifiable basis such as 
nationality or citizenship—through waiver provisions which will 
operate in a manner similar to the waiver provisions which the law 
contained prior to enactment of the amendment in Public Law 100. 
Through use of the waiver provisions, compensation for industrial 
accidents to foreign, noncitizen employees can be awarded on a scale 
consistent with local standards and the local economy. 

The committee believes that citizenship is not a sound or fair basis 
for establishing employer responsibility for harm which may come to 
someone in his employ. Workmen’s compensation is predicated upon 
the theory that the employer has a duty and responsibility to his 
employees to compensate them for injuries which they may suffer as a 
result of hazards to which they are exposed during the course of their 
employment. The fact of citizenship does not alter this basic relation- 
ship. We do not say that the United States must hire noncitizens. 
We do say that if it does and there is a recognized responsibility based 
on an employer-employee relationship, there is no rational basis for 
denying that responsibility to noncitizens. 

An example of the anomalies created by the present exclusion of 
noncitizens is to be seen in the fact that if a contractor today should 
send a resident of the United States, who happened to be a non- 
citizen of the United States, abroad to work on an overseas installa- 
tion, he could not provide workmen’s compensation benefits for that 
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employee under the Defense Bases Act, and would have to rely most 
likely upon a costly special voluntary coverage policy outside the 
statute. 

In respect to cost to the United States it should be noted that 
protection under this part of the bill would be obtained by the con- 
tractor from commercial insurance companies and compensation pay- 
ments would be made by those companies under the standards and 
procedures of the Longshoremen and Harbor Workers’ Act. 

B. As regards the War Hazards Act— 

1. To provide war-risk coverage for certain employees of instru- 
mentalities of the United States under the jurisdiction of the Depart- 
ment of Defense such as post exchanges and the like; that is, individ- 
uals who are neither Federal employees for the purposes of the Federal 
Employees’ Compensation Act nor contractors’ employees for the 
purpose of the Defense Bases Act. It is quite appropriate that they 
be given war-risk coverage both as a necessary form of protection 
against unforeseen hazards and to make it unnecessary for them to 
demand some form of substitute or guaranty. 

2. To modify the definition of ‘“‘war-risk hazard”’ in that act 
(42 U.S. C. 1711) so as to eliminate the World War II frame of refer- 
ence and to bring it permanently in line with present conditions. 

3. To make certain changes in section 101 (a) (2) and 101 (a) (4), 
either to eliminate unnecessary verbiage as in the case of section 
101 (a) (2) or to include reference to overseas employees of various 
welfare organizations. It should be noted, however, that the lan- 
guage changes in section 101 (a) (2) are not intended to change the 
existing geographical coverage under the act. 

4. It should be noted that under the war-risk hazard part of the bill, 
coverage is not extended to those whose residence is normally in the 
vicinity of the place of employment unless they are injured, or im- 
prisoned, while in the course of employment. Those who are required 
to live in the vicinity of the place of employment “solely by virtue of 
the exigencies” of that employment receive war-risk hazard coverage 
both on and off the job. Prisoners of war are specifically excluded in 
order to preclude claims predicated upon the theory of an employee 
relationship with the contractor to whom the prisoners may be 
assigned. 

The striking out of the last proviso in section 102 (a) of the act 
of December 2, 1942, perhaps requires some detailed explanation. 
During World War II the Japanese captured a number of contractors’ 
employees at a time when there was no statutory provision providing 
benefits either with respect to their war injuries or with respect to 
detention. Subsequently, they were provided for by the War Hazards 
Act in a manner in which, if captured, they would receive for the period 
of capture what amounted to their pay as determinable under the 
employment contracts. If disabled due to war injury or detention, 
in addition they would receive compensation at the Defense Bases 
Act rates (the same rates normally applicable for ordinary employ- 
ment accidents). 

After the war was over, a provision was included in the War Claims 
Act of 1948, which in substance provided that whenever the Long- 
shoremen’s Act should be amended increasing benefits for injury or 
death (the Longshoremen’s Act being the basic workmen’s compensa- 
tion act under which benefits are calculated in applying the Defense 
Bases Act) the increases should apply to the old cases arising after 
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1941, in the same manner as though the amendment had been in effect 
on the date that the particular injury or death occurred. This pro- 
vision required an adjustment retrospectively in all such cases each 
time the Longshoremen’s Act is amended. Changes usually increased 
the weekly compensation rate for disability and death and also the 
overall limitation or aggregate amount of compensation per case. 
This provision specially favored a small group of persons. Other 
contractors’ employees injured on the job at the same time were not 
so provided for, being limited to the compensation rates in effect at the 
time of injury or death. In addition, the provision referred to favored 
the contractors’ employees over Federal employees who do not receive 
lump-sum retroactive adjustments to date of injury whenever Congress 
adjusts the Federal Employees’ Compensation Act payments to meet 
changing economic conditions. Moreover, changes in benefit levels 
are theoretically made from time to time to meet currently changing 
conditions. If every time benefit levels are adjusted to meet current 
living costs, such adjustment should be made back to an old date of 
injury or death, from 1941 on, the resulting payment would be in the 
nature of a windfall since there is nothing to redress by the retro- 
spective payment. The repeal of this discriminatory provision is 
provided for in the present bill. 


AMENDMENTS TO FEDERAL EMPLOYEES’ COMPENSATION ACT 


The bill also amends the Federal Employees’ Compensation Act in 
certain respects so that it will provide for Federal employees employed 
outside the United States the same kinds of protection in respect to 
war-risk injuries and death as is provided for contractors’ employees. 

To do this, the first section of the Federal Employees’ Compensation 
Act is modified (1) by including the present statutory language as 
subparagraph (a), and by adding a new subparagraph (b), which 
consists of language very similar to that in the Federal Employees’ 
Compensation Act as added by the act of July 28, 1945 (ch. 328, 
sec. 5 (b), 59 Stat. 505, 5 U.S. C. 801). The bill modifies slightly the 
language extending coverage for war-risk injuries and deaths as enacted 
in 1945. 

The principal purposes of the changes are: 

(1) to avoid the coverage limitation in the original act of 
“during the present war’’ which fixed the frame of reference to 
World War II. After termination of World War II these provi- 
sions have been extended on a year-to-year basis. The present 
bill is designed to make it unnecessary to have these yearly 
extensions. It will provide a permanent frame of reference for 
whatever contingencies should face Federal employees working 
in hazardous overseas locations. 

(2) to provide specifically for the payment of benefits for dis- 
ability or death from a war-risk hazard under a definition of 
such a hazard. The definition, in substance, is the definition 
which has been in the War Hazards Act since 1942. 

During World War II many Federal employees were injured or 
killed in bombing raids and otherwise in areas where the risks inherent 
in hostilities were present. Through administrative construction of 
the act they were deemed to be covered; however, it is desirable to 
state a definition for war risk explicitly in the statute so as to facilitate 
administration of claims arising out of future situations. The defini- 
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tion will furnish a guideline for identifying those risks which are called 
warrisks. The definition in section 2 of the bill will make unnecessary 
reliance upon administrative construction of the act to supply the 
proper tests. 

Section 3 would repeal the basic 1945 provisions first mentioned 
above as they would be supplanted. 

It should be noted that the Federal employee portion of the bill ex- 
cludes from war-risk hazard coverage, the same classes as are excluded 
in the contractor employee portion. Thus, persons who normally 
reside in the vicinity of the place of employment are excluded, unless 
they suffer injury or imprisonment while in the course of employment. 
Those who are required to live in the vicinity of the place of employ- 
ment “solely by virtue of the exigencies” of that employment receive 
war-risk hazard coverage both on and off the job. To preclude any 
question as to claims by prisoners of war on the argument of an em- 
ployee relationship, they also are specifically excluded from war-risk 
hazard coverage. 

The provision on page 9 beginning at line 16 is directed at pre- 
venting the receipt of dual benefits which may arise under this and 
other acts. A person claiming compensation for disability or death 
under section 1 (b) would not be allowed such compensation unless he 
refunded or renounced all other benefits from the United States 
accruing by reason of the same service. Thus, this provision would 
prevent dual payments for the same period of time under the Missing 
Persons Act and the Federal Employees’ Compensation Act. It is 
not intended, however, to preclude payments of Government life- 
insurance benefits, refunds of retirement deductions, or payment of 
transportation for mileage allowances authorized by the Missing 
Persons Act. In addition, it is not intended that benefits derived 
under section 1 (b) shall duplicate benefits otherwise payable under 
the Federal Employees Compensation Act. 


EXECUTIVE COMMUNICATIONS 


The Department of the Army, representing the Department of 
Defense, in two communications dated January 3, 1957, requested 
legislation amending and making permanent the existing law relating 
to war-risk hazard and employee compensation benefits. How ever, 
in order to afford the Committee on the Judiciary additional time to 
study the provisions of the proposed permanent legislation, a 1-year 
extension of existing temporary legislation was recommended by the 
committee and gr anted by the Congress. In a letter dated January 
13, 1958, Sec retary Brucker renewed the request for permanent legis- 
lation. Those communications follow. 


DEPARTMENT OF THE ARMY, 


January 3, 1957. 
Hon. Sam RAyBurRn, 


Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation to amend the Federal Employees’ Compensation Act to pro- 
vide compensation for employees of the United States suffering injury 
from war-risk hazards or during detention by a hostile force or person. 

This proposal is a part of the Department of Defense legislative 
program for 1957, and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the consider- 
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ation of the Congress. The Department of the Army has been desig- 
nated as the representative of the Department of Defense for this 
legislation. It is recommended that this proposal be enacted by the 
Congress. 

A second proposal which is similar in nature, entitled a bill to amend 
the act of December 2, 1942, and the act of August 16, 1941, relating 
to injury, disability, and death resulting from war-risk hazards and 
from employment, suffered by employees of contractors of the United 
States, and for other purposes which relates to non-Federal employees, 
is being forwarded with this proposal. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to extend, amend, and 
make permanent statutes relating to benefits available to certain 
civilian personnel for injury, death, or detention resulting from war- 
risk hazards, and to remedy certain inequities and administrative 
problems which have arisen in connection with the past use of these 
benefits. The temporary provisions of law concerning war-risk 
hazards terminate on July 1, 1957. Under the provisions of the pro- 
posed bill a permanent statutory authority would be established 
with respect to the benefits granted to ‘direct hire’’ employees 
customarily engaged to support the military forces of the United 
States in overseas areas. 

A major factor in recruiting competent personnel for overseas duty 
is the protection offered for unusual risk of life or limb. This concern 
over physical safety remains strong as a result of the fate suffered by 
civilians employed at Pearl Harbor, Guam, Wake Island, and the 
Philippines at the outset of World War II. In time of actual hostili- 
ties Congress adopted a temporary wartime policy, retroactive in 
nature, that the United States should assume the liability involved 
in such risks for certain groups of civilian employees in overseas areas. 
The experience of the military departments since 1941 indicates need 
for a continuing and expanded national policy on this subject. This 
proposal is made to meet that need and provides for the following: 

(a) It provides coverage on a 24-hour basis for any persons who are 
employed outside the continental United States, or in Alaska or the 
Canal Zone and for any persons living in the vicinity of the place of 
employment solely because of such employment. 

(6) It provides coverage for any persons who are not living in the 
vicinity of the place of employment because of such employment 
when the persons are injured or captured while engaged in the course 
of employment. 

This proposal amends the Federal Employees’ Compensation Act 
(39 Stat. 742) and repeals section 5 (b) of the act of July 28, 1945 (59 
Stat. 505), as amended (5 U.S. C. 801). 


COST AND BUDGET DATA 


The fiscal implications of this proposal cannot be estimated accu- 


rately since its operation is dependent upon contingencies which 
cannot be forecast. 


Sincerely yours, 
Wiiser M. Brucker, 
Secretary of the Army. 





H. Rept. 2045, 85-2 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., January 3, 1957. 
Hon. Sam Raysurn, 
Speaker of the rang of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legisla- 
tion, to amend the act of December 2, 1942, and the act of August 
16, 1941, relating to injury, disability, and death resulting from war- 
risk hazards and from employment, suffered by employees of contrac- 
tors of the United States, and for other purposes. 

This proposal is a part of the Department of Defense legislative 
program for 1957 and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the considera- 
tion of the Congress. The Department of the Army has been desig- 
nated as the representative of the Department of Defense for this 
legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to extend, amend, and 
make permanent, temporary statutes relating “ benefits available to 
certain civilian personnel for injury, death, or detention resulting 
from war-risk hazards, and to remedy certain ineqhiities and adminis- 
trative problems which have arisen in connection wtih past use of 
those benefits. The temporary provisions of law concerning war-risk 
hazard benefits will terminate July 1, 1957. 

Under the provisions of the proposed bill permanent policy would 
prevail with regard to the benefits granted to four groups of civilian 
employees customarily engaged to support the military forces of the 
United States in overseas areas. These four groups and their relation- 
ship to the Government may be identified as follows: 

(a) Persons engaged by contract: individuals engaged under 
contracts for personal services, under special provisions of law 
permitting exceptions from normal civil service appointment and 
compensation requirements; paid from appropriated funds on 
contract payment vouchers; 

(6) Employees of contractors: engaged as employees of a pri- 
vate enterprise under laws and other conditions of employment 
pertinent thereto and paid by the contractor-employer who is 
under contract with the United States; 

(c) Employees of instrumentalities maintained for the mental, 
physical, and morale tmprovement of personnel of the Depart- 
ment of Defense and their dependents: engaged as work force for 
officers clubs, exchanges, motion-picture service and similar 
activities; not regarded as civil-service personnel and paid from 
nonappropriated funds; and, 

(d) Employees of the American Red Cross. 

There is general agreement that a major factor in recruiting com- 
petent personnel for overseas duty in any of the above capacities is the 
protection offered for unusual risk of life or limb. This concern over 
physical safety remains strong as the result of the fate suffered by 
civilians employed at Pearl Harbor, Guam, Wake Island, and the 
Philippines. In time of actual hostilities (a retroactive measure), 
Congress adopted a temporary wartime policy that the United States 
should assume the liability involved in such risks for certain groups of 
civilian employees in overseas areas. The experience of the military 








EMPLOYEES COMPENSATION AND WAR-RISK HAZARD BENEFITS 11 


departments since 1941 indicates need for a continuing and expanded 
national policy on this subject to be available when the contingency 
arises. The present state of the law is such that seven different stat- 
utes must be consulted in order to establish the various benefits avail- 
able to the respective categories of civilians serving with the Armed 
Forces overseas, and all of these provisions are temporary insofar as 
war-risk hazards are concerned. These seven statutes are cited here 
for reference purposes as follows: 
(a) Act of September 7, 1916 (39 Stat. 742), as amended 
(6 U.S. C., ch. 15) (Federal Employees Compensation Act). 
(6) Act of March 4, 1927 (44 Stat. 1424), as amended (33 
U.S. C., ch. 18) (Longshoremen’s and Harbor Workers’ Compensation 
Act). 
(c) Act of August 16, 1941 (55 Stat. 622; 42 U. S. C. 1651) 
(Defense Base Act). 
(d) Act of March 7, 1942 (6 Stat. 143), as amended (50 U.S.C, 
App. 1001) (Missing Persons Act). 
(e) Act of December 2, 1942 (56 Stat. 1028; 42 U.S. C. 1701) 
(so-called War Risk Hazards Act). 
(f) Section 5 (b) of the act of July 28, 1945 (59 Stat. 505; 
5 U.S. C. 801). 
(g) Section 4 (a) of the act of July 3, 1948 (62 Stat. 1240; 
50 U.S. C. App. 2003) (War Claims Act of 1948). 

The act of June 30, 1953 (Public Law 100, 83d Cong.) amended 
temporary statutes to extend the effectiveness thereof to July 1, 1954, 
now extended to July 1, 1957 (Public Law 679, 84th Cong.), and to 
limit coverage to citizen employees only. The limitation of coverage 
was offered as an amendment to proposed legislation submitted by the 
Department of Defense and the Department did not express formal 
opposition to the provision because only a few days remained to get 
full congressional action before expiration of the temporary legislation. 
However, it is the view of the Department of Defense that the limita- 
tion imposed by Public Law 100 is too restrictive and should be 
removed. It is conceded that there is no compelling necessity for the 
United States to assure coverage or assume liability for injury, death, 
or detention suffered by contractors’ employees, or by other non- 
direct-hire employees who are normally residents of the area in which 
employed. However, where any of these employees, whether United 
States citizens or aliens, were recruited outside of the area and trans- 
ported to a station where they would not otherwise live and thereby 
have been placed in a position of danger, it is considered that protec- 
tion should be afforded against injury, death, or detention from war- 
risk hazards. Therefore, coverage under title I of the act of Decem- 
ber 2, 1942, should be extended not only to citizens and residents of 
the United States but also to aliens so long as their conditions of 
employment are as stated above. The repeal of section 3 of the act of 
June 30, 1953 (67 Stat. 134), as provided for in this proposal, would 
accomplish this purpose by restoring section 101 (d) of the act of 
December 2, 1942 (56 Stat. 1030), as amended, as it was before the 
passage of the act of June 30, 1953. 

With respect to title III of the act of December 2, 1942 (Defense 
Base Act), the repeal of section 4 of the act of June 30, 1953 (67 Stat. 
134), under the terms of this proposal, will place title LII of the act of 
December 2, 1942, in the same status with respect to its application 
to citizens and noncitizens as it was prior to the act of June 30, 1953, 
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i. e., workmen’s compensation coverage would be provided with re- 
spect to those categories of employees covered under the Defense 
Base Act, as amended by this proposal, without regard to whether 
they are citizens or noncitizens of the United States. Instead, it would 
be contemplated that in those situations where adequate workmen’s 
compensation coverage would be provided by the laws of the locality 
where the employee was engaged in employment, or for other appro- 
priate reasons, a waiver of applicability of the Defense Base Act 
would be sought from the Secretary of Labor pursuant to the pro- 
visions of section 1 (e) of that act, as amended by this proposal. 


COST AND BUDGET DATA 


The fiscal implications of this proposal cannot be estimated accu- 
rately since its operation will depend entirely upon contingencies 
which cannot be forecast. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 





DEPARTMENT OF THE ARMY, 
January 15, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. CHarrMan: Reference is made to H. R. 3373 and H. R. 
6523, 85th Congress, bills pertaining to war-risk hazards benefits, 
introduced by you pursuant to my request of January 3, 1957. 

As you will Jotul, the purpose of the original text of the bills was 
to amend and make permanent the war-risk hazards benefits for Fed- 
eral civilian employees and certain employees of contractors with the 
United States, for detention by an enemy force or for injury or death 

roximately resulting from war-risk hazards as defined therein. The 
egislative proposals to effect such permanent legislation were sub- 
mitted to Congress by the Department of Defense at the reeommenda- 
tion of your committee, which has in the past found it necessary to 
extend the temporary laws from year to year. 

Prior to Subcommittee No. 4 favorably reporting the two bills, 
extensive hearings were conducted during the first session of the 85th 
Congress and the Department of Defense witnesses were given the 
opportunity to present a detailed explanation of the proposals to the 
subcommittee. However, to afford the full committee additional 
time to study the provisions of the proposed permanent legislation, the 
bills were amended to provide an extension of the temporary laws 
until July 1, 1958. 

The past actions of your committee in continuing in effect the 
temporary laws and requesting that the Department of Defense sub- 
mit the permanent proposals indicates that you are fully aware of 
the urgent need for such legislation. Accordingly, I sincerely hope 
that you will find it possible to schedule the matter for early consid- 
eration of the full committee with a view toward reintroducing and 
favorably reporting the legislation embodied in the original text of 
H. R. 3373 and H. R. 6523, 85th Congress. Department of Defense 
witnesses are available and prepared to present additional testimony 
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before your committee should it be desired. 


Also, members of the 


military staff are prepared to work with your committee staff on 


any aspect of the bills. 


our timely consideration of these matters, which are of vital 
importance to the military departments, will be greatly appreciated. 


Sincerely yours, 


Wiser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the law. 


EXISTING LAW 


Acr or Drecemrer 2, 1942 (Cu. 
668, 56 Star. 1028), As AMENDED 


Sec. 101. (a) In case of injury 
or death resulting: from injury— 
* * * x 

(2) to any person engaged 
by the United States under a 
contract for his personal serv- 
ices Outside the United States 
or in Hawaii, Alaska, Puerto 
Rico, or the Virgin Islands; or 


(3) to any person employed 
as a civilian employee of a 
post exchange or ship-service 
store outside the United 
States or in Hawaii, Alaska, 
Puerto Rico, or the Virgin 
Islands; 

* * as * 


THE BILL 


TITLE I—AMENDMENTS TO THE 
WAR HAZARDS COMPENSA- 
TION ACT 


Sec. 101. (a) Clause (2) of 
section 101 (a) of the Act of De- 
cember 2, 1942 (ch. 668, 56 Stat. 
1028), as amended, is amended to 
read as follows: 

“(2) to any person engaged 
by the United States under a 
contract for his personal serv- 
ices outside the continental 
United States or in Alaska or 
the Canal Zone; or’’. 

(b) Clause (3) of section 101 
(a) of that Act is amended to read 
as follows: 

“(3) to anv person em- 
ployed outside the continental 
United States or in Alaska or 
the Canal Zone as a civilian 
employee paid from nonap- 

ropriated funds administered 
fa the Army and Air Force 
Exchange Service, Army and 
Air Force Motion Picture 
Service, Navy Ship’s Store 
Ashore, Navy exchanges, Ma- 
rine Corps exchanges, officers’ 
and noncommissioned officers’ 
open messes, enlisted men’s 
clubs, service clubs, special 
service activities, or any other 
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EXISTING LAW 


Sec. 101 (d) The provisions of 
this section shall not apply in the 
case of any person (1) whose 
residence is at or in the vicinity 
of the place of his employment, 
and (2) who is not living there 
solely by virtue of the exigencies 
of his employment, unless his 
injury or death resulting from 
injury occurs or his detention 
begins while in the course of his 
employment, or (3) who is not a 
citizen of the United States and 
who suffers an injury, disability, 


death, or detention by the enemy 
subsequent to June 30, 1953. 
[As amended June 30, 1953, 


ch. 176, sec. 2, 3, 67 Stat. 135.] 
Sec. 102 (a) In the administra- 
tion of the provisions of such Act 
of September 7, 1916, as amended, 
with respect to cases coming 
within the purview of section 101 
of this title, the scale of compen- 
sation benefits and the provisions 
for determining the amount of 
compensation and the payment 
thereof as provided in sections 8 
and 9 of the Longshoremen’s and 
Harbor Workers’ Compensation 


THE BILL 


instrumentality of the United 
States under the jurisdiction 
of the Department of Defense 
and conducted for the mental, 
physical, and morale improve- 
ment of personnel of the 
Department of Defense and 
their dependents; or’. 

(c) Section 101 (a) of that Act 
is amended by adding the follow- 
ing new clause: 

““(4) to any person em- 
ployed or otherwise engaged 
for personal services outside 
the continental United States 
or in Alaska or the Canal 
Zone by an American em- 
ployer providing welfare or 
similar services for the benefit 
of the Armed Forces pursuant 
to appropriate authorization 
by the Secretary of Defense.”’ 

(d) Section 101 (d) of that Act 
is amended to read as follows: 

““(d) The provisions of this sec- 
tion shall not apply in the case of 
any person (1) whose residence is 
at or in the vicinity of the place of 
his employment, or (2) who is not 
living there solely by virtue of the 
exigencies of his employment, 
unless his injury or death resulting 
from injury occurs or his detention 
begins while in the course of his 
employment, or (3) who is a 
prisoner of war or a protected 
person under the Geneva Con- 
ventions of 1949 and. who 
detained or utilized by the United 
States.” 

Src. 102. Section 102 (a) of the 
Act of December 2, 1942 (ch. 
668, 56 Stat. 1031), as amended, 
is amended by striking the last 
proviso. This amendment shall 
not affect benefits adjudicated 
thereunder prior to the enactment 
of this Act. 


Is 
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EXISTING LAW 


Act, approved March 4, 1927 
(44 Stat. 1424) as amended, so far 
as the provisions of said sections 
can be applied under the terms and 
conditions, set forth therein, shall 
be payable in lieu of the benefits, 
except medical benefits, provided 
under such Act of September 7, 
1916, as amended: Provided, That 
the total compensation payable 
under this title for injury or death 
shall in no event exceed the limita- 
tions upon compensation as fixed 
in section 14 (m) of such Act as 
such section may from time to time 
be amended except that the total 
compensation shall not be less 
than that provided for in the 
original enactment of this Act: 
Provided further, That any amend- 
ment to such Act, the effect of 
which is to increase the amount of 
benefits payable for injury or 
death, shall be applied to the 
administration of this section as 
if the amendment had been in 
effect at the time of the particular 
injury or death and the compensa- 
tion (except funeral and burial 
expenses) In any case previously 
determined shall be adjusted ac- 
cordingly in respect to the bene- 
ficiary entitled thereto under the 
Act. [As amended July 3, 1948. 
ch. 826 sec 4 (c). 62 Stat. 1242.] 

Sue; 201, 7 * * 

(a) *x* * * 

(b) The term ‘“‘war-risk hazard’’ 
means any hazard arising after 
December 6, 1941, and prior to 
July 1, 1958, from—{As amended 
by act June 29, 1957, 71 Stat. 242.] 


THE BILL 


Sec. 103. (a) Section 201 (b) of 
the Act of December 2, 1942 (ch. 
668, 56 Stat. 1033), as amended, is 
amended by changing that part of 
the section which precedes the 
numbered clauses to read as fol- 
lows: 

“(b) The term ‘war-risk hazard’ 
means any hazard arising during a 
war in which the United States is 
engaged; during an armed cout ict 
in which the United States is en- 
gaged, whether or not war has been 
declared ; or during a war or armed 
conflict between military forces of 
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EXISTING LAW 


(3) the discharge or explo- 
sion of munitions intended for 
use in connection with the 
national war effort (except 
with respect to any employee 
of a manufacturer or processor 
of munitions during the 
manufacture, or processing 
thereof, or while stored on the 
premises of the manufacturer 
or processor) ; Ol 


(4) * * * 
(5) * * * 

(c) The term ‘enemy’? means 
any nation, government, or force 
engaged in armed conflict with the 
Armed Forces of the United States 
or of any of its allies. [Added by 
act June 30, 1953, sec. 1 (b), 67 
Stat. 134.] 


(d) The term ‘allies’ as used in 
this Act and as used in the statu- 
tory provisions referred to in 
section 101 (a) (1) of this Act, 
means any nation, government, or 
force partic ipating with the United 
States in any armed conflict. 
[Added by act June 30, 1953, 
sec. 1 (b), 67 Stat. 134.] 

(e) The terms ‘national 
effort’ and ‘war effort’ include 
national defense; the term ‘war 
effort’ as used in the statutory 
provisions referred to in section 


war 


THE BILL 


any origin, occurring within any 
country in which a person covered 
by this Act is serving; from—’’. 

(b) Clause (3) of section 201 (b) 
of that Act is amended to read as 
follows: 

“(3) the discharge or ex- 
plosion of munitions intended 
for use in connection with a 
war or armed conflict with a 
hostile force or person as de- 
fined herein (except with re- 
spect to employees of a manu- 
facturer, processor, or trans- 
porter of munitions during 
the manufacture, processing, 
or transpor tation thereof, or 
while stored on the premises 
of the manufacturer, proces- 
sor, or transporter) ; or’’ 


(c) Section 201 (c) of that Act 
is amended to read as follows: 

“(c) The term ‘hostile force or 
person’ means any nation, any 
subject of a foreign nation, or any 
other person serving a foreign 
nation (1) engaged | in a war 
against the United States or any 
of its allies, (2) engaged in armed 
conflict, whether or not war has 
been declared, against the United 
States or any of its allies, or (3) 
engaged in a war or armed con- 
flict between military forces of 
any origin in any country in which 
a person covered by this Act is 
serving.” 

(d) Section 201 (d) of that Act 
is amended to read as follows: 

“(d) The term ‘allies’ means 
any nation with which the United 
States is engaged in a common 
military effort or with which the 
United States has entered into a 
common defensive military alli- 
ance.” 

(e) Section 201 (e) of that Act 
is amended to read as follows: 

“(e) The term ‘war activities’ 
includes activities directly relating 
to military operations.’ 
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EXISTING LAW 


101 (a) (1) of this Act also in- 
cludes national defense. [Added 
by act June 30, 1953, sec. 1 (b), 
67 Stat. 134.] 

(f) The term ‘war activities’ in- 
cludes activities directly related to 
military operations. [Added by 
act June 30, 1953, sec. 1 (b), 67 
Stat. 134.] 

Sec. 101 (b) [As amended De- 
cember 23, 1943, ch. 380, title I, 
57 Stat. 626; 1946 Reorganization 
Plan No. 2, sec. 3, effective July 
16, 1946, 11 F. R. 7873, 60 Stat. 
1095; Aug. 7, 1946, ch. 805, sec. 1, 
60 Stat. 899; 1950 Reorganization 
Plan No. 19, sec. 1, effective May 
24, 1950, 15 F. R. 3178, 64 Stat. 
1271.) 

(1) Any person specified in sub- 
section (a) who— 

(A) is found to be missing 
from his place of employ- 
ment, whether or not such 
person then actually was en- 
gaged in the course of his 
employment, under circum- 
stances supporting an infer- 
ence that his absence is due to 
the belligerent action of an 
enemy, or 

(B) is known to have been 
taken by an enemy as a 
prisoner, hostage, or other- 
wise, or 

(Cc) * * * 
ca 7” x ~ 

* * * * 


Benefits found to be due under 
this subsection shall be paid from 
the compensation fund established 
pursuant to section 35 of such Act 
of September 7, 1916, as amended: 
Provded, That the determination 
of dependents, dependency, and 
amounts of payments to depend- 
ents shall be made in the manner 
specified in such Act: Provided 
further, That claim for such de- 
tention benefits shall be filed in 
accordance with and subject to 
the limitation provisions of such 


THE BILL 


(f) Section 201 (f) of that Act is 
repealed. 


Sec. 104. Sections 101 (b), 104 
(a), 201 (b), and 206 of the Act of 
December 2, 1942 (ch. 668, 56 
Stat. 1028), as amended, are 
amended by striking out the words 
“enemy” and “the enemy” 
wherever they appear and insert- 
ing the words ‘a hostile force or 
person” in place thereof. 
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EXISTING LAW 


Act, as modified by section 106 (c) 
of this Act: And provided further, 
That except in cases of fraud or 
willful misrepresentation, the Sec- 
retary may waive recovery of 
money erroneously paid under this 
subdivision whenever he finds that 
such recovery would be imprac- 
ticable or would cause hardship 
to the beneficiary affected: And 
provided further, That where such 
person is found to be missing from 
his place of employment, whether 
or not such person then actually 
was engaged in the course of his 
employment, under circumstances 
supporting an inference that his 
absence is due to the belligerent 
action of an enemy or he is known 
to have been taken by an enemy 
as a prisoner, hostage, or other- 
wise, the amount of benefits to be 
credited to the account of such 
erson under this subsection, and 
ne the purposes of this subsection 
only, shall be 100 per centum of 
the average weekly wages of such 
person, except that in computing 
such benefits such average weekly 
wages (a) shall not exceed the 
average weekly wages paid to 
civilian employees of the United 
States in the same or most similar 
occupation in the area nearest to 
the place of employment where 
such person was last employed, 
and (b) shall not exceed the aver- 
age weekly wages of such absent 
= at the time such absence 
vegan; and 70 per centum of such 
average weekly wage so deter- 
mined shall be disbursed to the 
dependent or dependents of such 
person, irrespective of the limita- 
tions of section 9 of the Longshore- 
men’s and Harbor Workers’ Com- 
pensation Act, but should there 
be more than one such dependent, 
the distribution of such 70 per 
centum shall be proportionate to 
the percentages allowed for de- 
pendents by section 9 of the Long- 


THE BILL 
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EXISTING LAW .. THE BILL 


shoremen’s and Harbor Workers’ 
Compensation Act, and if such 
manner of disbursement in any 
case would result in injustice of 
excessive allowance for a depend- 
ent, the Secretary may, in his dis- 
cretion, modify such percentage 
or apportionment to meet the re- 
quirements of the case; and in 
such cases benefits for detention 
shall accrue from January 1, 1942, 
unless the beginning of absence 
occurred upon a later date in 
which event benefits shall accrue 
from such later date, and for the 
period of such absence shall be 
100 per centum of the average 
one wages, determined as here- 
in provided: And provided further, 
That compensation for disability 
under this title (except under 
allowance for scheduled losses of 
members or functions of the body, 
within the purview of section 
102 (a), of this act), shall not be 
paid in any case in respect to any 
period of time during which bene- 
fits for detention may accrue 
under. this title in the same case, 
and should a person entitled to 
benefits of or detention also be 
entitled to workmen’s compensa- 
tion or similar benefits under any 
other law, agreement, or plant 
(except allowances for scheduled 
losses of members or functions of 
the body), where such other bene- 
fits are paid or to be paid directly 
or indirectly by the United States, 
the amount thereof accruing as 
to the period of absence shall be 
taken into account and the bene- 
fits credited to the account of the 
detained person reduced accord- 
ingly: And provided further, That 
where through mistake of fact, 
absence of proof of death, or error 
through lack of adequate infor- 
mation or otherwise, payments as 
for detention have in any case 
been erroneously made or credited, 
any resulting overpayment of de- 
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EXISTING LAW 


tention benefits (the recovery of 
which is not waived as otherwise 
rovided for in this section) shall 
= recouped by the Secretary in 
such manner as he shall determine 
from any unpaid accruals to the 
account of the detained person, 
and if such accruals are insuffi- 
cient for such purpose, then from 
any allowance of compensation for 
injury or death in the same case 
(whether under this title or under 
any other law, agreement, or plan, 
if the United States pays, or is 
obligated to pay, such benefits, 
directly or indirectly), but only 
to the extent of the amount of 
such compensation benefits pay- 
able for the particular period of 
such overpayment, and” in: cases 
of erroneous payments of com- 
pensation for injury or death, 
made through mistake of fact, 
whether under this title or under 
any other law, agreement, or plan 
(if the United States is obligated 
to pay such compensation, direct- 
ly or indirectly), the Secretary is 
authorized to recoup from any 
unpaid benefits for detention, the 
amount of any overpayment thus 
arising; and any amounts recov- 
ered under this section shall be 
covered into such compensation 
fund, and for the foregoing pur- 
poses the Secretary shall have a 
right of lien, intervention, and 
recovery in any claim or proceed- 
ing for compensation. 

(2) Upon application by such 
person, or someone on his behalf, 
the Secretary may, under such 
regulations as he may prescribe, 
furnish transportation or the cost 
thereof (including reimbursement) 
to any such person from the point 
where his release from custody by 
the enemy is effected, to his home, 
the place of his employment, or 
other place within the jurisdiction 
of the United States; but no trans- 
portation, or the cost thereof, shall 


THE BILL 
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EXISTING LAW THE BILL 


be furnished under this paragraph 
where such person is furnished 
such transportation, or the cost 
thereof, under any agreement with 
his employer or under any other 
provision of law. 

(3) * * * 

4) * * * 

Sec. 104 [As amended Reor- 

ganization Plan No. 2, sec. 3, 
effective July 16, 1946, 11 F. R. 
7873, 60 Stat. 1095; 1950 Reor- 
ganization Plan No. 19, sec. 1, 
effective May 24, 1950, 15 F. R. 
3178, 64 Stat. 1271.] 
” (a) Where any employer or his 
insurance carrier or compensation 
fund pays or is required to pay 
benefits— 

1) * * * 

(2) * * * 

(3) to any person by reason 
of an agreement approved or 
authorized by the United 
States under which a con- 
tractor with the United 
States has agreed to pay 
workmen’s compensation ben- 
efits or benefits in the nature 
of workmen’s compensation 
benefits to an injured em- 
ployee or his dependents on 
account of detention by the 
enemy or on account of in- 
jury or death arising from a 
war-risk hazard; such em- 

loyer, carrier, or fund shall 
e entitled to be reimbursed 
for all benefits so paid or 
payable, including funeral 
and burial expenses, medical, 
hospital, or other similar costs 
for treatment and care; and 
reasonable and necessary 
claims expense in connection 
therewith. Claim for such 
reimbursement shall be filed 
with the Secretary under reg- 
ulations promulgated by it, 
and such claims, or such part 
thereof as may be allowed by 
the Secretary, shall be paid 
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EXISTING LAW 


from the compensation fund 
established under section 35 
of such. Act of September 7, 
1916, as amended. The Sec- 
retary may, under such regu- 
lations as he shall prescribe, 
pay such benefits, as they 
accrue and in lieu of reim- 
bursement, directly to any 
person entitled thereto, and 
the insolvency of such em- 
ployer, insurance carrier, or 
compensation fund shall not 
affect the right of the bene- 
ficiaries of such benefits to 
receive the compensation di- 
rectly from the said compen- 
sation fund established under 
section 35 of such Act of 
September 7, 1916, as 
amended. The Secretary may 
also, under such regulations 
as he shall prescribe, use any 
private facilities, or such 
Government facilities as may 
be available, for the treat- 
ment or care of any person 
entitled thereto. 


* * * * 


Src. 201 [As amended, 1946 
Reorganization Plan No. 2, sec. 3, 
effective July 16, 1946, 11 F. R. 
7873, 60 Stat. 1095; 1950 Reor- 
ganization Plan No. 19, sec. 1, 
effective May 24, 1950, 15 F. R. 
3178, 64 Stat. 1271.] 

(b) The term ‘‘war-risk hazard” 
means any hazard arising after 
December 6, 1941, and prior to 
the end of the present war, 
from— 

(1) the discharge of any 
missile (including liquids and 
gas) or the use of any weapon, 
explosive, or other noxious 
thing by an enemy or in 
combating an attack or an 
imagined attack by an enemy; 
or 

(2) action of the enemy, 
including rebellion or insur- 


T HE BILL 
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EXISTING LAW 


rection against the United 


States or any of its Allies; or 
2 * * * 


oo i 


(5) * * * 


* * * * 


Sec. 206. A determination that 
an individual is dead or a deter- 
mination that he has been de- 
tained by the enemy may be 
made on the basis of evidence 
that he has disappeared under 
circumstances such as to make 
such death or detention appear 
probable. 


Act or Auaust 16, 1941 (Ca. 357, 
55 Star. 622), as AMENDED 


Sec. 1 [As amended by act of 
December 2, 1942, sec. 301, 56 
Stat. 1035.] 

(a) Except as herein modified, 
the provisions of the Longshore- 
men’s and Harbor Workers’ Com- 
pensation Act, approved March 4, 
1927 (44 Stat. 1424), as amended, 
shall apply in respect to the injury 
or death of any employee engaged 
in any employment— 

(1) * * * 


* * * 
* &* * 


-_ 
w 

SV we 
* * & 
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Sec. 105. Title II of the Act of 
December 2, 1942 (ch. 668, 56 
Stat. 1033), as amended, is further 
amended by adding the following 
new section at the end thereof: 

“Sec. 208. Titles I and II of 
this Act may be cited as the ‘War 
Hazards Compensation Act’.”’ 
TITLE II—AMENDMENTS TO THE 

DEFENSE BASE ACT 


Src. 201. (a) Section 1 (a) of the 
Act of August 16, 1941 (ch. 357, 
55 Stat. 622), as amended, is 
amended by inserting the follow- 
ing new clause between clause (4) 
and the last five lines: 


(5) outside the continental 
United States or in Alaska or 
the Canal Zone by an Ameri- 
can employer providing wel- 
fare or similar services for 
the benefit of the Armed 
Forces pursuant to appropri- 
ate authorization by the Sec- 
retary of Defense.” 
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irrespective of the place where the 
injury or death occurs, and shall 
include any injury or death oc- 
curring to any such employee 
during transportation to or from 
his place of employment, where 
the employer or the United States 
provides the transportation or the 
cost thereof. 

(b) As used in this section, the 
term “public work’? means any 
fixed improvement or any project 
involving construction, alteration, 
removal, or repair for public use of 
the United States or its Allies, 
including but not limited to proj- 
ects in connection with the war 
effort, dredging, harbor improve- 
ments, dams, roadways, and hous- 
ing, as well as preparatory and 
ancillary work in connection there- 
with at the site or on the project. 


(c) * * * 

(d) * * * 

(e) The liability under this Act 
of a contractor, subcontractor, or 
subordinate contractor engaged in 
public work under subparagraphs 
(3) and (4), subdivision (a) of 
this section, and the conditions 
set forth therein, shall become 
applicable to contracts and sub- 
contracts heretofore entered into 


THE BILL 


(b) Section 1 (b) of that Act is 
amended to read as follows: 
“‘(b) As used in this section— 
(1) the term ‘public work’ 
means any fixed improvement 
or any project, whether or not 
fixed, involving construction, 
alteration, removal or repair 
for the public use of the 
United States or its allies, 
including but not limited to 
projects or operations under 
service contracts and projects 
in connection with the na- 
tional defense or with war 
activities, dredging, harbor 
improvements, dams, road- 
ways, and housing, as well as 
preparatory and _ ancillar 
work in connection therewit 
at the site or on the project; 
(2) the term ‘allies’ means 
any nation with which the 
United States is engaged in a 
common military effort or 
with which the United States 
has entered into a common 
defensive military alliance: 
(3) the term ‘war activi- 
ties’ includes activities di- 
rectly relating to military 
operations.” 


(c) Section 1 (e) of that Act is 
amended by striking the last 
sentence and by substituting the 
following two sentences: ‘‘Upon 
the recommendation of the head 
of any department or other agency 
of the United States, the Secretary 
of Labor, in the exercise of his 
discretion, may waive the applica- 
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but not completed at the time of 
the approval of this chapter, and 
contracting officers of the United 
States are authorized to make 
such modifications and amend- 
ments of existing contracts as may 
be necessary to bring such con- 
tracts into conformity with the 
provisions of this chapter. No 
right shall arise in any employee 
or his dependent under soinnnile 
graphs (3) and (4), subdivision (a) 
of this section, prior to two months 
after the approval of this chapter. 
Upon the recommendation of the 
head of any department, or other 
agency of the United States, the 
Secretary of Labor, in the exercise 
of his discretion, may waive the 
application of the provisions of 
subparagraphs (3) or (4), sub- 
division (a) of this section, with 
respect to any contract, sub- 
contract, or subordinate contract, 
work location under such con- 
tracts, or classification of em- 

loyees. [1946 Reorganization 

lan No. 2, sec. 3, effective July 
16, 1946, 11 F. R. 7873, 60 Stat. 
1095; 1950 Reorganization Plan 
No. 19, sec. 1, effective May 24, 
1950, 15 F. R. 3178, 64 Stat. 
1271.] 

(f) The liability under this chap- 
ter of a contractor, subcontractor, 
or subordinate contractor engaged 
in public work under subpara- 
graphs (1)—(4) subsection (a) of 
this section shall not apply with 
respect to any employee not a 
citizen of the United States who 
incurs an injury or death result- 
ing in death subsequent to June 
30, 1953. [As added by act of 
June 30, 1953, ch. 176, sec. 4, 
67 Stat. 135.] 
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tion of this section with respect to 
any contract, subcontract, or sub- 
ordinate contract, work location 
under such contracts, or classifica- 
tion of employees. Upon recom- 
mendation of any employer re- 
ferred to in clause (5) of sub- 
section (a) of this section, the 
Secretary of Labor may waive the 
application of this section to any 
employee or class of employees of 
such employer, or to any ihee of 
employment of such an employee 
or class of employees.” 


(d) Section 1 (f) of that Act is 
amended to read as follows: 

““(f) The liability under this Act 
of a contractor, subcontractor, or 
subordinate contractor engaged in 
public work under paragraphs (1), 
(2), (3), and (4), subsection (a) of 
this section does not apply with 
respect to any person who is a 
prisoner of war or a protected 
person under the Geneva Conven- 
tions of 1949 and who is detained 
or utilized by the United States.” 

Sec. 202. The Act of August 
16, 1941 (ch. 357, 55 Stat. 622), 
as amended, is amended by adding 
the following new section: 

“Sec. 5. This Act may be cited 
as the ‘Defense Base Act’.’”’ 








| 
} 
1 
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Act or SEPTEMBER 7, 1916 (Cu. 
458, 39 Stat. 742), as AMENDED 


Sec. 1. That the United States 
shall pay compensation as herein- 
after specified for the disability 
or death of an employee resultin 
from a personal injury senttined 
while in the performance of his 
duty, but no compensation shall 
be paid if the injury or death is 
caused by the willful misconduct 
of the employee or by the em- 
ployee’s intention to bring about 
the injury or death of himself or 
of another, or if intoxication of the 
injured employee is the proximate 
cause of the injury or death. 
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TITLE III—AMENDMENTS TO 
THE FEDERAL’ EMPLOYEES’ 
COMPENSATION ACT 


Src. 301. (a) Section 1 of the 
Federal Employees’ Compensation 
Act (39 Stat. 742), as amended, is 
amended to read as follows: 

“That (a) the United States 
shall pay compensation as herein- 
after specified for the disability or 
death of an employee resultin 
from personal injury sncinisied 
while in the performance of his 
duty, but no compensation shall 
be paid if the injury or death is 
caused by willful misconduct of 
the employee or by the employee’s 
intention to bring about the in- 
jury or death of himself or of 
another, or if intoxication of the 
injured employee is the proximate 
cause of the injury or death. 

“(b) In any case where an 
employee within the coverage of 
this Act or any extension thereof, 
who is employed outside of the 
continental United States or in 
Alaska or in the Canal Zone, 
suffers disability or death from a 
war-risk hazard, or suffers dis- 
ability or death during or as a 
result of capture, detention, or 
other restraint by a hostile force or 
person, his disability or death 
shall in the administration of this 
Act be deemed to have resulted 
from personal injury sustained 
while in the performance of his 
duty, whether or not the employee 
was engaged in the course of em- 
ployment when the disability, or 
disability resulting in death, oc- 
curred or when he was taken by 
the hostile force or person. This 
subsection shall not apply to any 
person (1) whose residence is at or 
in the vicinity of the place of his 
employment, or (2) who was not 
living there solely by virtue of the 
exigencies of his employment, un- 
less the person was injured or was 
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Sec. 40 [As amended June 5, 
1924, 43 Stat. 389; May 31, 1938, 
52 Stat. 586; April 11, 1940, 54 
Stat. 105; July 1, 1944, 58 Stat. 
712; 1946 Reorganization Plan No. 
2, effective July 16, 1946, 60 Stat. 
1095; August 13, 1946, 60 Stat. 
1049; October 14, 1949, 63 Stat. 
860; 1950 Reorganization Plan 
No. 19, effective May 24, 1950, 
64 Stat. 1271; August 1, 1956, 70 
Stat. 883.] 


Wherever used in this Act— 
a 


* 
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taken while he was engaged in the 
course of his employment, or (3) 
who is a prisoner of war or @ pro- 
tected person under the Geneva 
Conventions of 1949 and who is 
detained or utilized by the United 
States. Nothing contained in this 
subsection shall affect the pay- 
ment of compensation under en- 
titlement of this Act derived 
otherwise than by reason of this 
subsection, but compensation for 
disability or death shall not accrue 
for any period of time for which 
pay, other benefit, or gratuity 
from the United States on account 
of detention by the enemy, or by 
reason of the same disability or 
death, accrues to the disabled per- 
son or his dependents, unless such 
pay, benefit, or gratuity is re- 
funded or renounced.” 


Sec. 302. Section 40 of the 
Employees’ Compensation Act, 
as amended, is further amended 
by adding, after subsection (i) 
the following five new subsections: 

“(j) The term ‘war-risk hazard’ 
means any hazard arising during 
a war in which the United States 
is engaged; during an armed con- 
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flict in which the United States 
is engaged, whether or not war 
has been declared; or during a 
war or armed conflict between 
military forces of any origin, 
occurring within any country in 
which a person covered by this 
Act is serving; from— 

“(1) the discharge of any 
missile (including liquids and 
gas) or the use of any weapon, 
explosive, or other noxious 
thing by a hostile force or 
person or in combating an 
attack or an imagined attack 
by a hostile force or person; or 

‘*(2) action of a hostile force 
or person, including rebellion 
or insurrection against the 
United States or any of its 
allies; or 

(3) the discharge or explo- 
sion of munitions intended for 
use in connection with a war 
or armed conflict with a 
hostile force or person as de- 
fined herein; or 

(4) the collision of vessels 
on convoy or the operation of 
vessels or aircraft without 
running lights or without 
other customary peacetime 
aids to navigations; or 

(5) the operation of ves- 
sels or aircraft in a zone of 
hostilities or engaged in war 
activities. 

“(k) The term ‘hostile force or 
person’ means any nation, any 
subject of a foreign nation, or any 
other person serving a foreign 
nation (1) engaged in a war 
against the United States or any 
of its allies, (2) engaged in armed 
conflict, whether or not war has 
been declared, against the United 
States or any of its allies, or (3) 
engaged in a war or armed conflict 
between military forces of any 
origin in any country in which a 
person covered by this Act is 
serving. 
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Act oF JuLy 28, 1945 (cH. 328, 
59 Srat. 505), as AMENDED 
(56 U.S. C. 801) 


* * * 


Src. 5 (b) In any case where an 
employee employed by the United 
States within the purview of such 
Act or any extension thereof 
suffers disability or death after 
capture, detention, or other re- 
straint by an enemy of the United 
States, during the present war, 
and until July 1, 1958 such dis- 
ability or death shall in the admin- 
istration of such Act be deemed to 
have resulted from injury occur- 
ring while in the performance of 
duty, whether or not the employee 
was engaged in the cource of his 
employment when taken by the 
enemy: Provided, That this sec- 
tion shall not apply in the case of 
any person (1) whose residence is 
at or in the vicinity of the place 
from whence he was thus taken, 
and (2) who was not living there 
solely by virtue of the exigencies 
of his employment, unles such per- 
son was so taken while he was 
engaged in the course of his em- 
ployment: Provided further, That 
compensation for disability or 
death shall not be paid during any 
period of time during which the 
disabled person (or the dependents 
of such person, or any one of them) 
should receive or be entitled to 
receive any pay, other benefit, or 
gratuity from the United States 
(other than detention benefits 
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“(1) The term ‘allies’ means 
any nation with which the United 
States is engaged in a common 
military effort or with which the 
United States has entered into a 
common defensive military alli- 
ance. 

““(m) The term ‘war activities’ 
includes activities directly relating 
to military operations.” 


Src. 303. Section 5 (b) of the 
Act of July 28, 1945 (ch. 328, 59 
Stat. 505), as amended (5 U.S. C. 
801), is repealed. 
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under section 5 of the War Claims 
Act of 1948) on account of deten- 
tion by the enemy or by reason of 
the same disability or death, unless 
such pay, benefit, or gratuity is 
refunded or renounced. The term 
“enemy” as used in this section 
means any nation, government, or 
force engaged in armed conflict 
with the Armed Forces of the 
United States or of any nation, 
government, or force participating 
with the United States in any 
armed conflict. [As amended 
June 30, 1953, ch. 176, sec. 5, 67 
Stat. 135; June 30, 1954, ch. 431, 
sec. 2, 68 Stat. 336; Aug. 31, 1954, 
ch. 1162, title I, sec. 101 (d), 68 
Stat. 1033; June 30, 1955, ch. 257, 
sec. 2, 69 Stat. 241; July 9, 1956, 
ch. 537, sec. 2, 70 Stat. 519; June 
29, 1957, Public Law 85-71, 71 
Stat. 242.] 


Act or JuNE 30, 1953 
(67 Star. 134) 


* * * * 


Sec. 2. Section 101 (c) of the 
Act of December 2, 1952 (ch. 668, 
56 Stat. 1030), as amended, is 
hereby repealed. 


Act or DEeceMBER 2, 1942 (Cu. 
668, 56 Stat. 1030) 


* * * * 


Sec. 101. 

a) * * * 

(b) * * * 

(c) Compensation for perma- 
nent, total or permanent partial 
disability or for death payable 
under this section to persons 
who are not citizens of the United 
States and who are not residents 
of the United States or Canada, 
shall be in the same amount 
as provided for residents; except 
that dependents in any foreign 
country shall be limited to sur- 
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TITLE IV—MISCELLANEOUS 


Sec. 401. Section 2 of the Act 
of June 30, 1953 (67 Stat. 134), is 
repealed and section 101 (c) of the 
Act of December 2, 1942 (ch. 668, 
56 Stat. 1030), is reenacted. 
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viving wife or husband and child 
or children, or if there be no 
surviving wife or husband or 
child or children, to surviving 
father or mother whom such per- 
son has supported, either wholly or 
in part, for the period of one year 
immediately prior to the date of 
the injury; and except that the 
Commission, at its option, may 
commute all future installments of 
compensation to be paid to such 
persons by paying to them one- 
half of the commuted amount of 
such future installments of com- 
pensation as determined by the 
Commission. O 
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85TH CONGRESS HOUSE OF REPRESENTATIVES REPorRT 
ad Se ssion No. 2046 


TEMPORARY APPROPRIATIONS, 1959 
INCREASED PAY COSTS, 1958 


JUNE 27, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Cannon, from the Committee on Appropriationg, ‘Subfnitted the 
following 


REPORT 


[To accompany H. J. Res. 640] 


The Committee on Appropriations, to whom was referred House 
Joint Resolution No. 640, making temporary appropriations for the 
fiscal year 1959, providing for increased pay costs for the fiscal year 
1958, and for other purposes, reports the same to the House without 
amendment and with the recommendation that the joint resolution 
be passed. 

Tirte [—Temporary APPROPRIATIONS 


Title I of the joint resolution makes provision for continuing in 
operation those functions of the Government for which annual appro- 
priation bills will not have been enacted prior to July 1. This is the 
customary type of resolution making interim provision for the month 
of July for necessary services of Government. 


Tirte Il—Rerroactive SALARY INCREASES 


Congress has, in recent weeks, enacted Public Laws 85-422, 85-426, 
and 85-462 (the military pay bill, the postal employees pay bill, and 
the general classified pay bill) increasing the compensation of officers 
and employees in the various branches of the Government, in some 
cases retroactively to January, 1958. Appropriations or funds out 
of which employees are paid did not contemplate these retroactive 
payments, nor are balances available, in many cases, sufficient to 
permit payment. 


20006 





TEMPORARY APPROPRIATIONS, 1959 


As was the case with employee pay legislation enacted late in the 
fiscal year 1955, also retroactively, the Committee is recommending 
inclusion in the accompanying joint resolution of language which 
provides authority for transfers between accounts and also makes 
indefinite appropriation of such additional amounts as may be neces- 
sary to meet the pay costs. ‘The language recommended is verbatim, 
except for change in fiscal year, as that of Public Law 123 of the 84th 
Congress which effectively and efficiently covered the retroactive pay 
increases of 1955. 

The language of the accompanying resolution will permit payments 
of all amounts specifically due under these three laws for fiscal year 
1958 but is so written as to make it impossible for any of the funds 
provided to be used for any other purpose whatsoever. 


O 
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AUTHORIZING THE SECRETARY OF THE NAVY TO 
ACQUIRE CERTAIN LAND ON THE ISLAND OF GUAM 


JUNE 27, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. O’Brien of New York, from the Committee on Untepier, andy 
Insular Affairs, submitted the following OF MICHIGAN 


REPORT 


[To accompany H. R. 12018] REA sinel REO 

The Committee on Interior and Insular Affairs, to which was 
referred the bill (H. R. 12018) to authorize the Secretary of the Navy 
to acquire certain land on the island of Guam, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill, as amended, do pass. 

The amendment is as follows: 

Page 1, line 4, strike the words ‘‘fee-simple title’ and insert in lieu 
thereof ‘‘fee title or permanent easements’’. 

Page 1, line 6, strike the date “January 1, 1945” and insert “July 21, 
1944’’, 

PURPOSE OF THE BILL 


H. R. 12018, as amended, introduced by Representative Aspinall, 
is to authorize the Secretary of the Navy to acquire fee title or ease- 
ments to approximately 300 parcels of land on Guam upon which the 
Navy has constructed highways since July 1, 1944. A sum, not in 
excess of $2 million, is authorized to carry out the provisions of the act. 

The joint-use road system on Guam comprises approximately 112 
miles. The basic system was initially constructed during and imme- 
diately following World War II without concern for ownership of the 
underlying land. Since that time and during the Korean war the 
system has been enlarged and improved. 
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The status of the 112 miles of joint-use highways on Guam is as 
follows: 

Miles 
Fee title acquired (within military reservations) -_.......--.----------- 35. 9 
Permanent interest acquired through civil action or by negotiation 46. 7 
Leasehold interest being acquired by civil action, for term July 1, 1951, to 

June 30, 1958, renewable annually until June 30, 1965.____.......... 12.7 
Portions of Routes 2, 6, 7, 8, 12, and 17 which are to be acquired in addi- 

tion to those parts which have already been acquired 
To be acquired by government of Guam 

The 12.7 and 8.54 mileages, totaling 21.24 miles, are the subjects 
of H. R. 12018, as amended, which will permit the termination of 
existing lease and acquisition in fee title or easements thereon. Such 
cost of acquisition is estimated to be $2 million. 

H. R. 12018 was amended in committee to provide that either 
permanent easements or fee title may be acquired. The bill was also 
amended to change the date in section 1 from January 1, 1945, to 
July 21, 1944, to coincide with the date on which American forces 
landed on Guam during World War II. Road-construction projects 
began immediately thereafter. An amendment recommended by the 
Secretary of the Navy to transfer jurisdiction of certain road and 
utility mghts-of-way on Guam from the Department of the Navy to 
the Department of the Interior was rejected by the Committee on 
Interior and Insular Affairs. 

H. R. 12018, as amended, was introduced on behalf of Guamanian 
landowners and has the full endorsement of the Guam Legislature. 

H. R. 12055 and H. R. 12129, identical bills to H. R. 12018, intro- 
duced by Representatives O’Brien of New York and Saylor, were 
considered concurrently with the reported bill. 

; ae report of the Secretary of the Navy dated June 6, 1958, is as 
ollows: 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 6, 1958. 
Hon. Cuarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHarrMan: Reference is made to your request for 
the views of the Department of Defense with respect to H. R. 12018, 
H. R. 12055, and H. R. 12129, bills to authorize the Secretary of the 
Navy to acquire certain land on the island of Guam. The Secretary 
of Defense has delegated to this Department the responsibility for 
expressing the views of the Department of Defense. 

This bill would authorize the Secretary of the Navy to acquire 
fee-simple title to any land on the island of Guam on which the 
Navy has constructed roads since January 1, 1945, at a cost not to 
exceed $2 million. 

The principal joint-use primary highways on Guam were, for the 
most part, constructed during and shortly after World War II to 
serve a military purpose. These roads, except within the confines 
of most military reservations, are now open to unrestricted public 
use and have played an important part in the development and 
growth of the economy of Guam. 
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There are approximately 112 miles of joint-use highways on the 
island of Guam. The following is the status thereof: 


Fee title acquired (within military reservations) 


35. 9 

Permanent interest has been acquired by Navy by negotiation or through 

civil action 
Leasehold interest being acquired by civil action, for term July 1, 1951, 

to June 30, 1958, renewable annually until June 30, 1965 
Portions of Routes 2, 6, 7, 8, 12, and 17 which are to be acquired in addition 

to those parts which have already been acquired 
To be acquired by government of Guam 


Public Law 519, 80th Congress (May 10, 1948), appropriated 
$1,600,000 for the base-development program on Guam. ‘wen this 
appropriation, fee title was acquired in approximately 35.9 miles of 
the primary highway system. Public Law 155, 82d Congress (Septem- 
ber 28, 1951), authorized, and Public Law 254, 82d Congress, appro- 
priated $385,000 for road and utility easements. It was anticipated 
that this amount would permit completion of the acquisition of the 
necessary highways. However, it soon became apparent that this 
amount would not be adequate because of the rapid increase in land 
values. Of the $385,000 appropriated by Public Law 254, 82d Con- 
gress, approximately $25,000 remains unexpended. However, this 
amount will be required for amending existing civil actions, to cover 
the cost of acquiring ownerships which may be discovered, or for defi- 
ciency judgments. 

Recent awards, made at trials in pending civil actions, which have 
been filed to acquire rights-of-way for ved and utilities easements, 
are indicative of rapidly increasing land values on the island of Guam. 
These awards made by the court average 5 times the amount de- 
posited in the registry of the court as the estimated just compensa- 
tion for the taking of the property. The estimated cost of acquirin 
& permanent interest in the remaining highway and utility ri shte-of- 
way proposed for acquisition is $1,820,000, assuming that land values 
do not continue to skyrocket as they have in the past. It is considered 
that the $2 million to be provided by the subject proposed legislation 
represents the amount that will be needed to complete the acquisition 
of highway or utility rights-of-way required by the Government. 

The Department of the Navy, on behalf of the Department of 
Defense, would favor enactment of the bills if they are amended to 
(1) provide for the acquisition of lesser interests in the land than fee- 
simple title ; (2) provide for the transfer to the Department of In- 
terior of justification, custody, control, maintenance, and operation of 
all acquired roads not required for exclusive military use; and (3) cor- 
rect the beginning date of acquisition from January 1, 1945, to Jul 
21, 1944. A proposed revised draft bill to accomplish this is enclosed. 

As stated above, most of the roads on Guam were constructed 
during and shortly after World War II. Acquisition of title to the 
land henenth the roads was commenced by the Navy after World 
War II. While the Department of the Navy desires to complete this 
task, it feels that the roads outside of the military installations on 
Guam should be under the jurisdiction of the Department of the 
Interior, the executive agency responsible for the government of 
Guam. Accordingly, the proposed revised draft bill would direct the 
Department of the Navy to transfer jurisdiction of all nonmilitary 
highways, following acquisition, to the Department of the Interior. 
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This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 
There has been insufficient time to obtain advice from the Bureau 
of the Budget as to the relationship of this report to the program of the 
President. 
Sincerely yours, 


E. C. STepHan, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


A BILL To authorize and direct the Secretary of the Navy to acquire, in 
fee or otherwise, lands and rights in land on the island of Guam, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Secretary of the Navy, or his designee, is hereby authorized 
to acquire, by purchase or otherwise, fee title, or such lesser 
interests as he deems appropriate, in land, situated on the 
island of Guam, and underlying roads in current use, which 
roads were constructed by the Government of the United 
States on or since July 21, 1944. 

SEC. The Secretary ‘of the Navy, or his designee, is 
hereby Ried to transfer to the Daveledets of the Interior 
jurisdiction, custody, control, maintenance, and operation 
over such portions of the road and utility rights-of-way on 
the island of Guam, acquired under this Act, or any prior 
Act, as the Secretary of the Navy determines are not required 
for exclusive military use. 

Sec. 3. There are authorized to be appropriated such sums, 
not to exceed $2,000,000, as may be necessary to carry out 
the provisions of this Act. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 12018, as amended. 


O 
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MUTUAL SECURITY APPROPRIATION BILL, 1959 


JuNE 27, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. PassMAN, from the Committee on Appropriations, submitted the 
following 


REPORT 


{To accompany H. R. 13192] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for 
Mutual Security for the fiscal year ending June 30, 1959. 


SuMMARY OF BILL 


Proposed appropriations for the fiscal year 1959, in the amount of 
$3 942,092,500, for mutual assistance programs were contained in 
House Document 363, dated April 1, 1958. An amendment increasing 
this budget request in the amount of $8,000,000 was contained in 
House Document 407, dated June 18, 1958, making a total budget 
request of $3,950,092,500. In addition, reappropriation of the unob- 
ligated balance of the President’s Fund for Asian Economic Develop- 
ment was requested. 

The accompanying appropriation bill for fiscal year 1959 includes 
new appropriations of $3,078,092,500. The appropriations recom- 
mended for the fiscal year 1959 are a reduction of $872,000,000 from 
the President’s Budget request and a reduction of $597,500,000 below 
the amounts authorized by the Mutual Security Act. They are 
$309,332,500 more than the new appropriations for 1958, $357,717,500 
less than total amounts provided for the fiscal year 1958, including 
unobligated balances reappropriated for that year. The reductions 
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recommended are in five items, namely: Military Assistance, De- 
fense Support, Development Loan Fund, Special Contingency Fund, 
and Special Assistance. No reductions have been made in the other 
14 items. 

The following tabulation summarizes the amounts requested and 
provided for the major programs. A detailed breakdown by indi- 
vidual item will be found at the end of the report. 
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OBLIGATIONAL AUTHORITY 


In addition to the appropriation recommended, an estimated 
unobligated balance of $25,000,000 in the military assistance program 
remains available until December 31, 1958, under the provisions of the 
Mutual Security Appropriation Act of 1958; and an estimated unob- 
ligated balance of $175,000,000 in the Development Loan Fund will 
remain available until expended. In addition, the Committee has 
included language which will continue available unobligated balances 
in the United Nations Relief and Works Agency funds. Thus a 
total obligational authority of $3,278 million will be available for the 
fiscal year 1959, exclusive of the unobligated balances for the Presi- 
dent’s Asian fund and the U. N. Relief and Works Agency, which 
amounts are not known at the present time. 


EXPENDITURES 


The total unexpended balance for mutual assistance programs as of 
June 30, 1958, is estimated to be $5,194,992,000. This balance plus 
the new appropriations in the amount of $3,078,092,500 recommended 
in the accompanying bill will provide a total of $8,273,084,500 available 
for expenditure in the fiscal year 1959. 

Expenditures for mutual assistance programs for the fiscal year 1959 
are estimated at $3,875,000,000. Of this total, $2,200,000,000 is esti- 
mated for the military assistance appropriation and $1,675,000,000 for 
economic assistance appropriation. 


ForEIGN CURRENCIES 


There are three principal categories of foreign currencies, owned or 
controlled by the United States, which are related to operations under 
the mutual security program. Counterpart is the local currency sales 
proceeds or commensurate value of United States commodity assist- 
ance furnished under the mutual security program. The second 
category is the proceeds from the sales of surplus agricultural com- 
modities under authority of section 402 and its predecessor, section 
550, of the Mutual Security Act. The third type of currencies are 
those available under title I of Public Law 480, the Agricultural Trade 
Development and Assistance Act. 

A summary of the estimated status of these foreign currencies, most 
of which are available to supplement appropriations, as taken from 
the budget justifications follows: 


{In thousands of dollar equivalent] 


June 30, 1958 (estimate) June 30, 1959 (estimate) 





Counter- 





| re j De 
Section | Public | Total |Counter- Section | Public | Total 
| 
































part 402 Law 480 part 402 | Law 480 
itt Glee... “£2... 4... ae ae ns ae a ne 
Unobligated deposits____..._| 282, 093 | 169,929 | 452,553 | 904, 575 | 398,748 | 96,838 | 274,380 | 769,966 
Unexpended obligations- -_- 472, 538 | 71, 765 | 401,341 | 945,644 | 410,803 51,115 | 291, 221 753, 139 

Total unexpended de- | 
SEs | 754A, 631 241, 694 | 853, 894 |1,850,219 | 809, 551 | 147,953 | 565, 601 |1, 523, 105 
| 
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Miuuitary AssisTANCE 


The major purpose of chapter I of Title I of the Mutual Security Act 
of 1954 as amended is to authorize ‘‘measures in the common defénse, 
including the furnishing of military assistance to friendly nations and 
international organizations in order to promote the foreign policy, 
security and general welfare of the United States and to facilitate the 
effective participation of such nations in arrangements for individual 
and collective self-defense’. Military assistance consists of military 
equipment, training in its proper use, and supplies and services, 
furnished directly to military forces of certain countries which are 
deemed desirable in fulfillment of United States national security 
objectives. 

The budget request for military assistance is $1,800,000,000. The 
following table shows the proposed distribution by area: 


PMPODG. | 6 Eo ck ke nna ene eke ate kn teen eee $206, 565, 000 
Biieis on ive eek ee eee 8. See eee es ae 7, 324, 000 
Near East: and’ South Asie. 2.25 2 cut i wid eee 279, 584, 000 
DO a ee ee re Tl OF ee ae ee er Par. ee yt 399, 120, 000 
Cee NON. 5... | wc clean ware dna eee 33, 308, 000 
Non-regional_______- wo i A ee ee 874, 099, 000 

Total Military Assistamce. 23.240.24-456 2k Le ceougeewel 1, 800, 000, 000 


The Mutual Security Act of 1958 authorizes the appropriation of 
$1,605,000,000 in new obligational authority for military assistance. 
The Committee recommends an appropriation of $1,515,000,000 for 
this item. This is a reduction of $285,000,000 from the budget re- 
quest, and a reduction of $90,000,000 from the amount authorized. 

The unexpended balance for the military assistance appropriation 
item as of June 30, 1958 is estimated to be $3,362,090,000. This 
amount plus the recommended new appropriation of $1,515,000,000 
will provide a total of $4,877,090,000 for future expenditure. The 
estimated expenditures for this item for fiscal year 1959 as submitted 
to the Committee by the Defense Department total $2,200,000,000. 
Thus, the total available will fund the program into September 1960, 
at that estimated expenditure rate. 

A limitation of $25,000,000 for administrative expenses has been 
approved for this program for fiscal year 1959. This is the full budget 
estimate. 

During the course of the hearings it was established that excess 
stocks of military equipment and supplies valued at $1,064,699,000 
will have been delivered to recipient countries through June 30, 1958, 
in connection with the military assistance program, supplementing 
and without charge to mutual assistance program funds. This should 
be recognized as a substantial augmentation of the mutual assistance 
program represented in this appropriation. 


DEFENSE SUPPORT 


The Committee was advised that defense support is that economic 
assistance which is provided, in addition to military assistance, in 
order to secure a specific contribution to the common defense by 
another country in which United States military aid is helping to 
support significant military forces. 
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The budget request for this item is $835,000,000, as follows: 


eh St gh ae a el eee ._.. $45, 000, 000 
Near East and South Asia...___..._.__....-_.---___----.--_-- 195, 000, 000 
PT 9 Bia oo oh, cS. Cet a nc .. 595, 000, 000 

SM RNIN PARI os 0 ie cn Sits held rate mets 835, 000, 000 


The amount for individual countries is classified. The countries 
included are: Spain, Greece, Iran, Turkey, Pakistan, Cambodia, 
Korea, Laos, Philippines, Taiwan, "Thailand, and Vietnam. 

The Mutual Security Act of 1958 authorizes the appropriation of 
$810,000,000 for Defense Support. There is recommended in the 
accompanying bill an appropriation of $700,000,000. 

The appropriation recommended is a reduction of $135,000,000 
from the budget request. It is a reduction of $110,000,000 from the 
amount authorized. 

The unexpended balance for the Defense Support program as of 
June 30, 1958, is estimated at $910,688,000. This amount together 
with the new appropriation will make a total of $1,610,688,000 avail- 
able for expenditure. The estimated expenditures for fiscal year 1959 
for this item are $888,952,000. 

An estimated unexpended balance of $168,211,000 as of June 30, 
1958, will continue available for expenditure under the Development 
Assistance program for which the unobligated balance was reappro- 
priated last year. 

DEVELOPMENT Loan Funp 


The Mutual Security Act of 1957 authorized an appropriation of 
$500,000,000 without fiscal year limitation for this fund. This legis- 
lation also authorized an additional $625,000,000 to be appropriated 
to the President without fiscal year limitation, for advances to the 
Fund beginning in the fiscal year 1959. 

The Committee has included in the bill the sum of $300,000,000 
for this fund, which is a reduction of $325,000,000 in the amount of 
the budget estimate and in the amount authorized. The sum of 
$300,000,000 was appropriated for fiscal year 1958. Thus the ac- 
companying bill would bring to $600,000,000 the total capitalization 
for the Development Loan Fund. Ace ording to the budget justifica- 
tions, obligations through June 30, 1958, will be $125,000,000. Lan- 
guage in the bill provides that these funds shall remain available until 
expended. 

The Committee recommends a limitation of $1,000,000 for admin- 
istrative expenses for this program which is a reduction of $500,000 in 
the amount of the budget estimate and authorization. 


TECHNICAL COOPERATION 


Technical Cooperation is a program for the sharing of knowledge, 
experience, techniques, and skills with peoples of less developed areas 
for the purpose of helping them to further their economic development 
and to increase their standards of living. Its objective is to help the 
peoples of these countries to help themselves by applying up-to-date 
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methods to their economic and related social and governmental 
problems. Technical cooperation is extended by sending technicians 
to participating countries to advise and teach, and by bringing 
selected foreign technicians to the United States or other countries 
for advanced training. 

Funds have been requested for proposed programs for 62 nations 
and dependent territories on a direct government-to-government 
basis, which is the general authorization item. In addition, United 
States contributions to technical assistance programs through the 
United Nations are requested in the item, United Nations Technical 
Assistance. There is also an item for the Organization of American 
States. 

Technical cooperation, general authorization—The budget request 
for this purpose is $150,000,000. This amount has been authorized 
to be appropriated. The Committee recommends an appropriation 
of $150,000,000, an increase of $37,000,000 over the new obligational 
authority appropriated for fiscal year 1958, and an increase of $25,- 
000,000 over the total amount available for obligation in fiscal year 
1958, including unobligated balances reappro riated. 

The unexpended balance for this item as of June 30, 1958, is esti- 
mated to be $165,899,000. This amount, plus the ‘recommended 
appropriation would rovide a total of $315,899,000 available for 
future expenditure. Th he estimated expenditure i in fiscal year 1959 is 
$145,941,000. 

United Nations technical assistance.—The Committee was advised 
that at the recent General Assembly of the United Nations, the 
United States took the initiative in proposing a substantial enlarge- 
ment of the United Nations Expanded Technical Assistance Program. 
The proposal was formulated in recognition of the urgent needs of the 
less developed countries and territories and of their ability to make 
good use of technical assistance on a larger scale than the present 
United Nations program could furnish. 

The Committee has included $20,000,000 in the bill for this item, 
which is the full amount of the budget estimate and the authorization. 
It is an increase of $4,500,000 over the appropriation for fiscal 
year 1958. 

Organization of American States.—The full budget estimate of 


$1,500,000 is recommended for 1959. The same amount was provided 
for 19! 58. 





SpectAL ASSISTANCE AND OTHER PROGRAMS 


Special Assistance.—Special Assistance is designed to cover economic 
aid necessary to achieve any of the variety of political, economic or 
other objectives which the United States may have in a given country. 
It is used where the support of significant military forces is not an 
important objective of United States policy and where the assistance 
cannot be provided under technical cooperation or the Development 
Loan Fund. 

According to the justifications submitted to the Committee, the 
request for this item has been programmed on an illustrative basis as 
follows: $25,600,000 for malaria eradication; $3,000,000 for Western 
European technical exchange; and $183,400,000 for regional expenses 
and for certain specific countries, the breakdown of whichis classified. 
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The Mutual Security Act.of 1958 authorizes the appropriation of 
not to exceed $202,500,000 for Special Assistance. The Committee 
has included in the bill the amount of $185,000,000 for this item, a 
reduction of $27,000,000 in the amount of the budget estimate, and 
$17,500,000 less than the amount authorized. 

Intergovernmental Committee for European Migration.—This Com- 
mittee assists in the movement of migrants and refugees from over- 
populated countries of Europe to other countries which can use addi- 
tional manpower. There are presently 27 government members. It 
is estimated that approximately 145,000 refugees will be moved during 
1959. 

The appropriation of such amounts as may be necessary from time 
to time for the payment by the United States of its contributions to 
the Committee and all necessary salaries and expenses incident to 
United States participation in the Committee is authorized under the 
provisions of section 405 (a) of the Mutual Security Act of 1954, as 
amended. ‘The full amount of the budget estimate, $12,500,000, is 
recommended for this purpose. The same amount was provided for 
fiscal year 1958. 

United Nations High Commissioner for Refugees.—This program was 
authorized by a General Assembly resolution of December 2, 1957. 
This voluntary United Nations program will permit the meeting of 
new emergency refugee situations as they might arise and will make 
it possible to complete the camp closure and other programs which 
are expected to remain unfinished on termination of the United Na- 
tions Refugee Fund (UNREF) program on December 31, 1958. 

The bill includes $1,200,000, the amount of the budget estimate and 
the full authorization, for the United States contributions for the 
calendar year 1959 program. This amount is a decrease of $1,033,000 
from the appropriation for fiscal year 1958. 

Escapee program.—The United States Escapee Program was carried 
from March 1952 until 1955 under special provisions of the Mutual 
Security Act of 1951 and section 401 of the Mutual Security Act of 
1954. Since 1955, specific legislative authority for the appropriation 
for the program has been provided in section 405 (d) of the Mutual 
Security Act of 1954, as amended. 

The principal objectiv e of the program is to reduce the numbers of 
escapees in need of assistance in Europe by resettlement in overseas 
countries which are seeking additional people. While the escapees 
are awaiting permanent reestablishment, the program supplements 
the considerable assistance of the countries of asylum and of the 
voluntary agencies. The United States contribution fills the gap 
which remains between what can be provided from these two sources 
and what is needed to assure a level of assistance considered essential. 

A total of $8.6 million was requested for 1959 to carry out the 
Escapee Program and to continue the resettlement of the Hungarians 
still in camps. An appropriation of $8,600,000, the full amount of 
the budget estimate and the authorization, is recommended for this 
program. This is an increase of $3,100,000 over the appropriation 
for fiscal year 1958. 

United Nations Children’s Fund.—This contribution will be used to 
help carry forward programs supported by member countries of the 
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United Nations for the health and welfare of mothers and children 
in the newly developing areas. 

In 1957, over 45 million children and mothers in 104 countries and 
territories received direct benefits through United Nations Children’s 
fund aided programs. Over 16 million children were vaccinated 
against tuberculosis; 55 million children and mothers were protected 
from malaria and other insect-borne diseases; 5.6 million children were 
treated for yaws, and 4.5 million were given supplementary feeding. 

Almost 13,400 maternal and child health centers in rural areas, 
primarily in Asia, received aid in the form of basic equipment and 
medical supplies. 

The Committee recommends the full authorization and the amount 
of the budget estimate, $11,000,000, for this item. This is the same 
amount as was appropriated for fiscal year 1958. 

United Nations Relief and Works Agency.—This program provides 
funds for United States participation in the relief and rehabilitation 
of Palestine refugees in the Near East. This participation takes the 
form of a contribution to the United Nations Relief and Works 
Agency. 

An appropriation of $25,000,000, the full amount of the budget 
request and the authorization, is recommended for this program. 
In addition, the Committee has exceeded the budget request by 

roviding for the reappropriation of all unobligated balances remain- 
ing in this program as of June 30, 1958. The Committee makes the 
recommendation out of the conviction that the relief program, while 
essential, is no solution to the refugee problem. It is intended that 
the funds recommended will give emphasis to rehabilitation efforts 
and that steps will be taken to bring the refugee problem to an early 
and satisfactory solution. 

Ocean freight.—This request is to make possible the continued sup- 
port of our American voluntary agencies by paying ocean freight costs 
on their relief shipments abroad. The $2.1 million requested is 
$100,000 less than was appropriated last year for this purpose. No 

rocurement costs to the United States Government are involved. 
I'he goods are supplied by the voluntary agencies and represent free 
donations of the American people. Thus for each tax dollar spent, 
supplies valued at about $14 are delivered to needy persons in friendly 
countries abroad. 

Thirty-one private groups cooperate in this program in 17 foreign 
countries. Their activities and services abroad, in the fields of mate- 
rial aid, refugee resettlement and technical assistance, are considered 
to be a valuable supplement to the official programs of governments. 

The Committee recommends the budget estimate, $2,100,000 for 
the payment of ocean freight charges on relief shipments by voluntary 
agencies. This is the full amount requested and authorized for fiscal 
year 1959. It is a decrease of $100,000 from the amount appropriated 
for fiscal year 1958. 

Control Act expenses.—The Director of the International Coopera- 
tion Administration is responsible for the administration of the Mutual 
Defense Assistance Control Act of 1951 (Battle Act) for controlling 
exports of strategic materials to the countries behind the Iron Curtain 
by countries which receive United States aid. The Committee recom- 
mends the sum of $1,000,000 for this item, which is the amount of the 
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budget estimate and the authorization. It is the same amount as was 
appropriated for fiscal year 1958. 

General administrative expenses.—The budget request for this item 
is $33,000,000, and the Mutual Security Act of 1958 authorizes this 
amount to be appropriated. The bill includes this amount for neces- 
sary administrative expenses for the International Cooperation 
Administration and the refugee and migration program. ‘This is an 
increase of $2,496,000 over the comparable amount for fiscal year 
1958. The Committee, in recommending approval of the budget 
request for this item, anticipates improved administration of the 
mutual security program and expects that prompt action will be taken 
to correct deficiencies in planning, supervision, and coordination. 

Administrative expenses, State Department.—This item provides for 
administrative expenses of the Department of State which are incurred 
for the functions directly related to the Mutual Security program and 
the United States Regional Office, Paris. Section 411 (c) of the 
Mutual Security Act of 1954, as amended, authorizes the appropria- 
tion to the Department of State of such amounts, not to exceed 
$7,000,000 in any fiscal year, as may be necessary for such adminis- 
trative expenses. The Committee has included in the bill the sum 
of $6,692,500 for this item for the coming fiscal year, which is the 
full amount of the budget estimate. 

Atoms for Peace.—Starting with the President’s statement to the 
General Assembly of the United Nations in December 1953, the 
United States Government, in various policy pronouncements, has 
indicated its desire to assist other friendly nations of the world in 
developing well-rounded programs for the peaceful use of atomic 
energy. 

The offer of assistance under this program consists of three major 
activities: (1) financing the costs of research reactors in friendly 
nations, (2) training of foreign nationals in the United States, and 
(3) providing research and training equipment. 

The fiscal year 1959 program is directed toward providing broader 
and more effective assistance to a growing number of countries engaging 
in nuclear energy activities. In addition to those countries which 
have received grants under this program, it is expected that during 
fiscal year 1959 the following 15 countries will be candidates for 
grants toward the cost of research reactors and training equipment: 





Argentina Cuba Peru 
Australia Ireland South Africa 
Austria New Zealand Switzerland 
Belgium Norway Thailand 
China Pakistan Turkey 


The Committee recommends an appropriation of $5,500,000, which 
is the amount of the budget request and the authorization. This 
is an increase of $1,050,000 over the amount of $4,450,000 made 
available by reappropriation last year. 

President’s Special Authority and Contingency Fund.—The President 
has asked for an appropriation of a special sum of money for meeting 
two kinds of contingencies: 

(1) those which can be foreseen but without certainty as to 
the amount which may be necessary; 
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(2) those which cannot be foreseen at all but which experience 
has demonstrated will arise. 
This Fund was included last year as the unprogrammed part of Special 
Assistance. It is now treated as a separate fund in order to identify 
more plainly the purposes of the program. 

The budget request for the Contingency Fund is $200,000,000. 
The Mutual Security Act of 1958 authorizes the appropriation of 
$155,000,000 for this item. The Committee recommends the appro- 
priation of $100,000,000 for this item, a reduction of $100,000,000 
from the budget request and $55,000,000 from the authorization. 

President’s Fund for Asian Economic Development.—This fund 
was established under the provisions of section 418 of the Mutual 
Security Act of 1955. The amount of $100 million was appropriated 
to remain available for obligation during the three fiscal years ending 
June 30, 1958. The legislation was designed to foster regional coopera- 
tion in the economic growth of free Asia. The program involved 
concepts entirely new to the Asian region, and has been slow to evolve 
as evidenced by the slow rate of obligation. However, negotiations 
are now further advanced for the use of this fund, and the Committee 
does not wish to disrupt the program by permitting the funds to lapse. 
Accordingly, language is provided which will make this fund available 
for obligation through fiscal year 1959. 
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DEPOSITED BY THE 
UNITED SfAtes JF AMERIGA 


85TH CoNGRESS } HOUSE OF REPRESENTATIVES { REPORT 
2d Session ; No. 2049 


AMENDING THE HAWAIIAN HOMES COMMISSION ACT 
TO PERMIT THE ESTABLISHMENT OF A POST OFFICE 
ON HAWAIIAN HOMELANDS 


June 27, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. O’Brien of New York, from the Committee on Intertor and 
Insular Affairs, submitted the following OF MICH 


REPORT 


[To accompany H. R, 8478] Poe 6) CRIN 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 8478) to amend section 207 of the Hawaiian 
Homes Commission Act, 1920, to permit the establishment of a post 
office on Hawaiian homelands, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


The purpose of this bill is to permit the Hawaiian Homes Commis- 
sion to grant licenses for lots under its jurisdiction on which United 
States post offices may be operated. 


NEED 


The committee has been advised that the Post Office Department 
wishes to establish a post office on a site under the control of the com- 
mission. The commission, however, has authority to grant licenses 
only for churches, hospitals, schools, theaters, garages, service sta- 
tions, markets, stores, and other mercantile establishments. Enact- 
ment of H. R. 8478 will cure this defect. 


COST 


Enactment of the bill will not in itself entail any cost to the Govern- 
ment. The committee has no information on what cost may follow 
if the Post Office Department takes advantage of the legislation and 
establishes one or more post offices on the lands in question. 

20006 





2 ESTABLISHMENT OF A POST OFFICE ON HAWAIIAN HOMELANDS ‘ 


DEPARTMENTAL RECOMMENDATIONS 


The Department of the Interior has recommended.-enactment of 
H. R. 8478. The board of supervisors of Maui County; T.-H., has 
also urged enactment of legislation along these lines. The report of 
7 Department and the resolution adopted by the board of supervisors 
ollow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 19, 1958. 
Hon. Cuarr ENGLE, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. EnGue: Your committee has requested a report on H. R. 
8478, a bill to amend section 207 of the Hawaiian Homes Commission 
Act, 1920, to. permit the establishment of a post office on Hawaiian 
homelands. 

We recommend that H. R. 8478 be enacted. 

The purpose of this bill is to permit the Hawaiian Homes Commis- 
sion to grant licenses for lots on which may be operated United States 

ost offices. Under the provisions of section 207 (c), (1) of the 

awaiian Homes Commission Act of 1920 (48 U.S. C., sec. 701 (c) (1)), 
the commission is authorized to grant licenses for lots within a district 
in which lands are leased, pursuant to section 207, to churches, 
hospitals, and public schools, and to certain commercial and mer- 
cantile establishments. 

It is our understanding that the Post Office Department is seeking 
a site on one of the islands of the Territory on which to establish a 

ost office. The site that Department has in mind is situated on 

awaiian homelands. The commission has no authority under 
existing law to grant licenses for lots for the establishment of post 
offices. H. R. 8478, if enacted, would amend section 207 (c) (1) (A) 
to grant such authority to the commission. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 


Wartuku, Maut, T. H., February 7, 1958. 
Reso.tutTion No. 10 
Presented by Hannibal Tavares, supervisor 


Whereas the United States Post Office Department has been, and 
now is, seeking for a suitable site for the establishment and mainte- 
nance of a post office in Hoolehua, Island and District of Molokai, 
County of Maui, Territory of Hawaii; and 

Whereas the establishment and maintenance of a post office in and 
for said Hoolehua will serve and promote the convenience and welfare 
of the people residing within lands owned and leased by the Hawaiian 
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Homes Commission of the Territory of Hawaii, and the volume of 
postal business in the said area warrants such postal service; and _ 
Whereas such portion or portions of land suitable and ne 
omes 


for such post office facility are owned by the said Hawaiian 
Commission ; and : oe 

Whereas the provisions of the existing law of the United States do 
not authorize the disposition or use of any Hawaiian Homes Com- 
mission land for post office purposes; and ; < 

Whereas the Twenty-Ninth Legislature of the Territory of Hawaii 
did adopt Joint Resolution 9, and did therein request the Congress of 
the United States to amend the Hawaiian Homes Commission Act of 
1920, so as.to authorize the erection and maintenance of post offices 
on such lands; and 

Whereas a bill has been introduced, and is now pending before the 
Congress of the United States, by the Honorable John A. Burns 
Delegate to Congress from Hawaii, which, if enacted into law will 
authorize the erection and maintenance of a post office in Hoolehua 
aforesaid: Now, therefore, be it 

Resolved by the Board of Supervisors of the County of Maui, Territory 
of Hawaii, That it does hereby respectfully request the Congress of 
the United States of America to favorably consider such legislation 
that may now be pending before it to amend the Hawaiian Homes 
Commission Act of. 1920, to authorize the erection and maintenance 
of a post office in Hoolehua, Island and District of Molokai, County 
of Maui, Territory of Hawaii, upon any portion of the land under the 
jurisdiction and control of the Hawaiian Homes Commission of the 

erritory of Hawaii, and to approve and pass the same so that it 
may become a law; and be it further 

Resolved, That a duly certified copy of this resolution be forwarded 
to the Honorable Dwight D. Eisenhower, President of the United 
States; to the Honorable Richard M. Nixon, Vice President of the 
United States and President of the United States Senate; to the 
Honorable Sam Rayburn, Speaker of the United States House of 
Representatives; to the Honorable James E. Murray, Chairman of the 
Committee on Interior and Insular Affairs of the United States Senate; 
to the Honorable Clair Engle, Chairman of the Committee on Interior 
and Insular Affairs of the United States House of Representatives; to 
the Honorable Olin D. Johnston, Chairman of the Committee on 
Post Office and Civil Service of the United States Senate; to the 
Honorable Tom Murray, Chairman of the Committee on Post Office 
and Civil Service of the United States House of Representatives; and 
to the Honorable John A. Burns, Delegate to Congress from Hawaii. 

Seconded by Soon Oak Lee, supervisor. 

Board of Supervisors: Ayes—Eddie Tam, Chairman; Richard P, 
Caldito, Goro Hokama, Harry N. Kobayashi, Soon Oak Lee, Manuel 
S. Molina, Tom Tagawa, Hannibal Tavares (total, 8); excused— 
Louis M. Ambrose (total, 1). 


(Signed) G.N. Tost Enomoro, 
County Clerk, County of Maui, T. H. 


I, G. N. Toshi Enomoto, county clerk for the county of Maui, 
T. H., do hereby certify that the foregoing is a true and correct copy 
of Resolution No. 10 of the Board of Supervisors of the County of 
Maui, T. H., as passed on the 7th day of February 1958, the original 
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of which is now on file in the Office of the County Clerk, County of 
Maui, T. H. 

In testimony whereof, I have herewith subscribed my name and 
affixed the seal of the county of Maui, T. H., this 10th day of February 
1958. 


[SEAL] G. N. Tosurt Enomoto, 
County Clerk, County of Maui, T. H. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment-of H. R. 8478. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


HAwauAN Homes Commission Act, 1920, as AMENDED (42 Stat, 
110; 48 U. S. C. 701 (c)) 


Sec. 207. (c) (1) The Commission is authorized to grant licenses 
for terms of not to exceed twenty-one years in each case, to public- 
utility companies or corporations as easements for railroads, telephone 
lines, electric power and light lines, gas mains, and the like. The 
Commission is also authorized to grant licenses for lots within a dis- 
trict in which lands are leased under the provisions of this section, 
to— ; 

(A) churches, hospitals, [and public schools] public schools, 
and post offices; 

(B) theaters, garages, service stations, markets, stores, and 
other mercantile establishments (all of which shall be owned by 
lessees of the Commission or by organizations formed and con- 
trolled by said lessees). 

(2) The Commission is also authorized, with the approval of the 
Governor, to grant licenses to the United States for terms not to 
exceed five years, for reservations, roads, and other rights-of-way, 
water storage and distribution facilities, and practice target ranges: 
Provided, That any such license may be extended from time to time 
by the Commission, with the approval of the Governor, for additional 
terms of three years: Provided further, That any such license shall not 
restrict the areas required by the Commission in carrying on its duties, 
nor interfere in any way with the Commission’s operation or mainte- 
nance activities. O 
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851tH CoNGRESS } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2050 


AMENDING THE ACT OF CONGRESS CONCERNING UNITED STATES 
CONTRIBUTIONS TO THE INTERNATIONAL COUNCIL OF SCIEN- 
TIFIC UNIONS AND CERTAIN ASSOCIATED UNIONS 


JuNE 27, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


’ 


Mr. CarNnanan, from the Committee on Foreign Affairs syimiitted Y 
‘ . vel MiGAi 
the following 


REPORT 


[To accompany S. J. Res. 85] 


The Committee on Foreign Affairs, to whom was referred the joint 
resolution (S. J. Res. 85), to amend the act of Congress approved 
August 7, 1935 (Public Law 253), concerning United States contribu- 
tions to the International Council of Scientific Unions and certain 
associated unions, having considered the same, unanimously reports 
favorably thereon without amendment and recommend that the joint 
resolution do pass. 

The committee had also before it House Joint Resolution 399, an 
identical resolution introduced by the Honorable Barratt O’Hara of 
Illinois. 

PURPOSE 


The purpose of this joint resolution is to authorize an increase in 
United States contributions to the International Council of Scientific 
Unions and its associated unions from not to exceed $9,000 per year 
of the to not to exceed $65,000 annvally. 


NATURE OF ORGANIZATION 


The International Council of Scientific Unions was first established 
in 1918 at a conference sponsored by the National Academy of Sciences 
of the United States. 
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The International Council is composed at the present time of the 
following 13-member unions: 
International Union of Pure and Applied Physics 
International Astronomical Union 
International Union of Pure and Applied Chemistry 
International Union of Geodesy and Geophysics 
International Geographical Union 
International Union of Biological Sciences 
International Union of Crystallography 
International Union of Theoretical and Applied Mechanics 
International Mathematical Union 
International Union of Physiological Sciences 
International Union of Biochemistry 
International Scientific Radio Union 
International Union of the History of Science 
There are also 42 member nations in the Council itself, including all 
es —s of Western Europe, the U.S. S. R., Czechoslovakia, and 
oland. 
> The functions of the International Council of Scientific Unions and 
its unions include the following: (1) arranging for regularly scheduled 
international conferences and symposiums; (2) distributing useful 
abstracts of foreign scientific and technical journals through the ICSU 
Abstracting Board; (3) serving as a clearinghouse for scientific in- 
formation, regularly published reports of proceedings of meetings, 
special reports of particular investigations, and monthly information 
bulletins; (4) maintaining permanent services such as the Interna- 


national Time Bureau, the International Service for the Study of 
Floods, and the International Service of Geomagnetic Indices. 


UNITED STATES PARTICIPATION 


The United States has participated in the work of the International 
Council of Scientific Unions (ICSU) and its associated unions since 
May 11, 1918. Public Law 253 (74th Congress) of August 7, 1935, 
authorized the appropriation of a United States contribution of not to 
exceed $9,000 annually to the ICSU. Appropriations under this 
authorization are included each year in the appropriation for the 
Department of State. 

unds made available under this authorization are to pay the dues 
assessed against the United States as a result of its membership. 
Part of the United States contributions are directly to the Inter- 
national Council of Scientific Unions and part go to the individual 
unions. At the scale of assessment on which the $9,000 annual 
authorization was based, $146 went last year to the Council directly. 
At the new scale, the annual contribution to the Council itself will be 
$7,800. The money goes entirely to pay the administrative expenses 
of the International Council and of the individual unions which belong 
to it. None of the funds provided for in this authorization are used 
either to pay the expenses of sending representatives of the United 
States to meetings of the various organizations or to finance research. 





THE INTERNATIONAL COUNCIL OF SCIENTIFIC UNIONS 


NEED FOR INCREASED AUTHORIZATION 


The principal reason for the need for an increase in authorization is 
that the number of unions affiliated with the Council has more than 
doubled since 1935 when the $9,000 per year authorization was 
established. In addition, there also has been an increase in certain 
expense items. 

he actual assessments against the United States for membership 
dues have exceeded the $9,000 annual authorization and appropriation 
during recent years. In calendar year 1956, it was $14,509.60; in 
calendar year 1957 the amount was $26,000; and in calendar year 1958 
it will be $33,000. The United States assessment for ICSU at the 
present rate is 18 percent of its budget. At the previous rate it was 
11.5 percent. This percentage is lower than our percentage contribu- 
tion to the United Nations and to most of its specialized agencies. 

The differences between the United States assessment and the $9,000 
appropriated each year for the ICSU have been made up by contribu- 
tions from the National Academy of Sciences—National Research 
Council, which organization represents the United States in the ICSU. 
This organization, although organized under congressional charter and 
rendering services to the United States Government, is financed from 
non-Government: sources. The increased cost of United States 
membership in the ICSU and its unions has reached the point where 
the National Academy of Sciences—National Research Council are 
unable to continue to finance this difference. 

An authorization ceiling of $65,000 per year is provided in this joint 
resolution to allow for anticipated increases in assessments to be made 
in future years. According to present estimates, the assessment for 
calendar year 1960 will be $40,000 and by calendar year 1965, the 
amount will be $65,000. In the judgment of the committee annual 
review of this authorization is unnecessary since this item will con- 
tine to be carefully examined each year by the Committee on Appro- 
priations. 

The Committee on Foreign Affairs is convinced that the work of 
the International Council of Scientific Unions and its associated 
unions is increasingly important to the United States and that the 
United States Government should be able to pay its dues. 


APPROVAL OF.STATE DEPARTMENT, NATIONAL ACADEMY OF SCIENCES, 
AND NATIONAL SCIENCE FOUNDATION 


The Department of State has indicated its full support of Senate 
Joint Resolution 85 in a letter from the Secretary of State to the 
Speaker of the House of Representatives on April 23, 1957, and a 
letter to the Honorable Thomas S. Gordon, chairman, Committee on 
Foreign Affairs, from John S. Hoghland, Acting Assistant Secretary 
of State for Congressional Relations, on July 26, 1957. 

In addition, the National Academy of Sciences and the National 
Science Foundation strongly support this resolution. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of Rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the joint 
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resolution, as passed by the Senate, are shown as follows (existing 
law proposed to be omitted is enclosed in black brackets, new matter 
is printed in italics, existing law in which no change is proposed is 
shown in roman): 

Pusiic Law 253 


(Public Law 253, 74th Cong.) 


AN ACT To authorize appropriations to pay the annual share of the United 
States as an adhering member of the International Couneil of Scientific Unions 
and associated unions. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That there is hereby author- 
ized to be appropriated, to be expended under the direction of the 
Secretary of State, in paying the annual share of the United States 
as an adhering member of the International Council of Scientific 
Unions and Associated Unions, including the International Astro- 
nomical Union, International Union of Chemistry, International 
Union of Geodesy and Geophysics, International Union of Mathe- 
matics, International Scientific Radio Union, International Union of 
Physics, and International Geographical Union, and such other inter- 
national scientific unions as the Secretary of State may designate, 
such sum as may be necessary for the payment of such annual share, 
not to exceed [$9,000] $65,000 in any one year. 


O 
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AMENDING THE ATOMIC ENERGY ACT OF 1954, AS 
AMENDED 


June. 27, 1958—Ordered to be printed 


Mr. Duruam, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 12716] 


The committee of conference on the disagreeing votes ofthe two 
Houses on the amendments of the Senate to the bill (H. R. 12716) to 
amend the Atomic Energy Act of 1954, as amended, having met, after 
full and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

That the Senate recede from its amendment numbered (1). 

That the House recede from its disagreement to the amendment of 
the Senate numbered (2) and agree to the same with an amendment as 
follows: 


On page 2 strike out lines 1, 2, and 3 and substitute in lieu thereof 
the following: 

(1) nonnuclear parts of atomic weapons provided that such 
nition has made substantial progress in the development of atomic 
weapons, and other nonnuclear parts of atomic weapons systems 
involving Restricted Data provided that such transfer will not con- 
tribute significantly to that nation’s atomic weapon design, develop- 
ment, or fabrication capability; for the purpose of improving that 
nation’s state of training and operational readiness; 

At page 2, line 18, after the word “weapons”, strike out the comma 
and insert in lieu thereof and atomic weapons systems, 
And the Senate agree to the same. 


20006 








2 AMENDING THE ATOMIC ENERGY ACT OF 1954, AS AMENDED 


That the House recede from its disagreement to the amendments of 
the Senate numbered (3) and (4), and agree to the same. 

Cart T. Duruam, 
Cuet Ho.irrexp, 
ME LvIN PRIcE, 
James E. Van Zanpt, 
Craig Hosmer, 

Managers on the Part of the House. 
Curnton P. ANDERSON, 
Joun O. Pastore, 
ALBERT GoRE, 
Bourke B. HicKENLOOPER, 
Joun W. Bricker, 

Managers on the Part of the Senate. 





DEPOSITED BY THE 
UNITED STATES OF AMERICA 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 12716) to amend the Atomic Energy Act of 1954, as 
amended, submit the following statement in explanation of the effect 
of the action agreed upon by the conferees and recommended in the 
accompanying conference report: 

The Senate passed the House bill with four amendments, Nos. (1) 
and (2) pertaining to section 91c and Nos. (3) and (4) pertaining to 
section 144b of the Atomic Energy Act. The committee of confer- 
ence has reached agreement. on all matters under consideration. The 
following statement explains the differences between the House bill 
and the agreement of the conference. 


AMENDMENTS TO SECTION 91c or THE Atomic Enrerey Act or 1954, 
as AMENDED 


The House, when it considered H. R. 12716 as reported out by the 
Joint Committee on Atomic Energy, retained the language contained 
in the bill as it pertains to amending section 91 of the Atomic Energy 
Act of 1954, as amended. That language beginning on line 6, page 1, 
aad continuing through line 9, page 3, provides: 


“ce, The President may authorize the Commission or the 
Department of Defense, with the assistance of the other, to 
cooperate with another nation and, notwithstanding the pro- 
visions of section 57, 62, or 81, to transfer by sale, lease, or 
loan to that nation, in accordance with terms and conditions 
of a program approved by the President— 

“(1) nonnuclear parts of atomic weapons to improve 
that nation’s state of training and operational readiness; 
(2) utilization facilities for military applications; 
and 
‘““(3) source, byproduct, or special nuclear material 
for research on, development of, production of, or use 
in utilization facilities for military applications; and 
“(4) source, byproduct, or special nuclear material for 
research on, development of, or use in atomic weapons: 
Provided, however, That the transfer of such material to 
that nation is necessary to improve its atomic-weapon 
design, development, or fabrication capability: And pro- 
vided further, That such nation has made substantial 
progress in the development of atomic weapons, 
whenever the President determines that the proposed cooper- 
ation and each proposed transfer arrangement for the non- 
nuclear parts of atomic weapons, utilization facilities or 
source, byproduct, or special nuclear material will promote 
and will not constitute an unreasonable risk to the common 
defense and security, while such other nation is participating 
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with the United States pursuant to an international arrange- 
ment by substantial and material contributions to the mutual 
defense and security: Provided, however, That the coopera- 
tion is undertaken pursuant to an agreement entered into in 
accordance .with section 123: And provided further, That if 
an agreement for cooperation arranged pursuant to this sub- 
section provides for transfer of utilization facilities for mili- 
tary applications the Commission, or the Department of 
Defense with respect to cooperation it has been authorized 
to undertake, may authorize any person to transfer such 
utilization facilities for military applications in accordance 
with the terms and conditions of this subsection and of the 
agreement for cooperation.” 


The Senate retained the language of clauses (1), (2), and (3) but 
struck out the proviso in clause (4) and inserted a new proviso to 
apply to both clause (1) and clause (4) to read as follows: 


Provided, That the transfer of any parts described in clause 
(1) or any material described in clause (4) to any such nation 
is necessary to improve its atomic weapon design, develop- 
ment, or fabrication capability and provided that nation has 


made substantial progress in the development of atomic 
weapons: 


_The conference retains clause (4), as originally contained in the 
bill. It modified clause (1) to read as follows: 


“(1) nonnuclear parts of atomic weapons provided that 
such nation has made substantial progress in the develop- 
ment of atomic weapons, and other nonnuclear parts of 
atomic weapons systems involving Restricted Data provided 
that such transfer will not contribute significantly to that 
nation’s atomic weapon design, development, or fabrication 
capability; for the purpose of improving that nation’s state 
of training and operational readiness. 


The conference agreement, therefore, makes provision for the trans- 
fer of two distinctly different types of nonnuclear parts. One type, 
the nonnuclear parts of atomic weapons, relates to the integral com- 
ponents of the weapon itself which could only be transferred to those 
nations that haye made substantial .progress in the development of 
atomic weapons. The other type relates to nonnuclear parts of atomic 
weapons systems which are not integral to the weapon itself but 
pertain to various kinds of equipment involving restricted data to 
make possible the operational use and maintenance of the weapon, 
such as adaption kits. This latter category of nonnuclear parts relat- 
ing to the atomic weapons systems is not as sensitive as the first 
category of nonnuclear parts and would not disclose internal design 
information of the weapon. This type, under the new language, may 
be transferred to a nation provided that the transfer will not. con- 
tribute significantly to that nation’s atomic weapon design, develop- 
ment, or fabrication capability. 

The transfer of either type must be for the purpose of improving 
the recipient nation’s state of training and operational readiness. 
Authorization for such transfer would have to comply with all other 
conditions, provisions, and limitations contained in the bill as passed. 
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As a technical amendment, the words “or nonnuclear parts of atomic 
weapons systems”’ were inserted on page 2 at line 18 of H. R. 12716 


to reflect the modification of clause (1) as recommended out by the 
conference, 


AMENDMENTS TO SECTION 144b or THE Atomic Enerey Act or 1954, 
As AMENDED 


The House, when-it considered H. R. 12716, as reported out by the 
Joint Committee on Atomic Energy, retained section 6 of the bill 
reading as follows: 


Sec. 6. Section 144 b. of the Atomic Energy Act of 1954, 
as amended, is amended to read as follows: 

“b. The President may authorize the Department of De- 
fense, with the assistance of the Commission, to cooperate 
with another nation or with a regional defense organization 
to which the United States is a party, and to communicate to 
that nation or organization such Restricted Data (including 
design information) as is necessary to— 

“(1) the development of defense plans; 

““(2)-the training of personnel in the employment 
of and defense against atomic weapons and other mili- 
tary applications of atomic energy; 

“(3) the evaluation of the capabilities of potential 
enemies in the employment of atomic weapons and other 
military applications of atomic energy; 

(4) the development of compatible delivery systems 
for atomic weapons; and 

(5) other military applications of atomic energy, 
except that with respect to this subcategory, Restricted 
Data concerning research, development, design, or fab- 
rication of atomic weapons, or concerning research, de- 
velopment, or design of military reactors shall not be 
communicated ; 

whenever the President determines that the proposed coop- 
eration and the proposed communication of the Restricted 
Data will promote and will not constitute an unreasonable 
risk to the common defense and security, while such other 
nation or organization is participating with the United States 
pursuant to an international arrangement by substantial and 
material contributions to the mutual defense and security: 
Provided, however, That the cooperation is undertaken pur- 


suant to an agreement entered into in accordance with 
section 123.” 

The Senate by amendments (3) and (4) deleted subsection 144b 
clause (5). 

The conference accepted these two amendments and thus eliminates 
clause (5) from section 144b. 

In eliminating clause (5) of subsection 144b it is with the under- 
standing and the intent that restricted data pertaining to the military 
use of isotopes for medical purposes and restricted data for defense 
against radiological warfare described during the hearings, could be 
transferred under authorization contained in subsections 144b (1) 
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and (2), and other provisions of the act. Clause (5) was therefore 
considered unnecessary. a" 
In reaching agreement the conference received testimony from 
technical experts of the Department of Defense and the Atomic 
Energy Commission which assisted the conference in arriving at its 
agreement. 
Cart T. DurHam, 
Cuetr Ho.uirie.p, 
MELvIN Price, 
James E. Van ZAnpt, 
Craia Hosmer, 
Managers on the Part of the House. 
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JuNE 30, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Lane, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 10874] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 10874) for the relief of the city of Fort Myers, Fla., Lee County, 
Fla., and the Inter-County Telephone & Telegraph Co., Fort Myers, 
Fla., having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 7, strike “$139,395.32” and insert “$137,997.64”. 

Page 2, lines 10 to 13, strike the words “amount been invested in 
United States bonds from the date such amount was paid to such 
city to the date of payment under this Act;’ and insert: 


an amount been invested at the average rate of interest on 
all marketable obligations of the United States on the last 
day of the month preceding such payment for the period 
from the date such amount was paid to such city to the date 
of payment under this Act; 
Page 2, lines 14 and 15, strike $329,256.02” and _ insert 
“$209,538.99”’. 
Page 3, line 2, strike $174,838.42” and insert ‘‘$237,441.59”’. 
Page 3, lines 4 to 7, strike ‘‘amount been invested in United States 
bonds from the date such amount was paid to such county to the 
date of payment under this Act;’’ and insert: 


an amount been invested at the average rate of interest on 
al} marketable obligations of the United States on the last 
day of the month preceding such payment for the period 
from the date such amount was paid to such county to the 
date of payment under this section. 


20006 
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Page 3, lines 8, 9, and 10, strike “(c) to the Inter-County Telephone 
and Telegraph Company, Fort Myers, Florida, the sum of $38,757.43.” 

Page 3, line 12, insert the word “and” after ‘““Myers’ 

Page 3, lines 13 and 14, strike “, and Tri-County Telephone and 
Telegraph Company” 

Page 3, lines 20 and 21, strike “‘in excess of 10 per centum thereof”’ 

Amend the title to read: 


A bill for the relief of the City of Fort Myers, Florida, 
and Lee County, Florida. 


PURPOSE 


The purpose of the proposed legislation, as modified by the recom- 
mendations of the committee, is to pay the city of Fort Myers, Fla., 
the sum of $137,997.64 together with interest fixed as provided i in the 
bill, and to pay Lee County, Fla., the sum of $209,538.99 and interest 
similarly provided for in the bill. 


STATEMENT 


In 1954 the Department of the Air Force needed a second weapons 
employment center for the training of Air Force personnel in air-to-air 
gunnery. At that time the facilities of the weapons employment 
center at Yuma, Ariz., were inadequate to meet the requirements of 
existing or planned fighter intercepter squadrons. It was therefore 
proposed that a second weapons employment center be located in 
the southeastern area of the United States because of climatic condi- 
tions, the availability of over-water ranges and the dispersal of civilian 
population. The Secretary of the Air Force was authorized by the 
act of July 15, 1955, to establish and develop the Buckingham Weapons 
Center at Fort Myers, Fla., for this purpose. 

After the enactment of Public Law 161 of the 84th Congress on 
July 15, 1955, the Corps of Engineers, acting in behalf of the Air 
Force, was requested to acquire approxim ately 6591.44 acres of land, 
drainage easements over 15.68 acres and clearance easements over 
440.50 acres all by donation. The estimated cost of this acquisition 
was then estimated at $600,000, and Lee County agreed to provide 
$300,000 and Fort Myers the same amount. In September of 1955 
the Secretary of the Air Force announced that the Air Force would 
proceed as authorized by the Congress and initiate construction of 
the Buckingham Weapons Center as soon as the land was donated to 
the United States. It was proposed to begin construction in Novem. 
ber of 1955 so as to provide beneficial occupancy by fiscal year 1957. 
In line with this, the Secretary advised the county that title to the 
property was required by November 15, 1955. In order to meet this 
need it was agreed that the city and county would pay to the United 
States funds to cover the cost of the land acquisition and the Govern- 
ment would acquire the property. The Department of the Air Force 
obtained possession of the land on December 15, 1955, which totaled 

7,048.24 acres. 

Lee County and Fort Myers deposited $550,000 with the Corps of 
Engineers and provided a fidelity bond of $600,000 to cover any 
deficier cy judgments which might be rendered against the United 
States in connection with the acquisition of the land required for the 
weapons center by condemnation. 
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Information contained in the records of the Air Force indicated that 
the foundation features of the land were such that the necessary con- 
struction could be accomplished utilizing normal foundation construc- 
tion practices. On the basis of this information it was determined to 
oroceed with the Buckingham project. However, when detailed 
tala were made at each of the proposed building sites on the land, 
and laboratory tests were made of the samples of the foundation 
materials, it was found that the subsurface materials were less satis- 
factory from a foundation standpoint than preliminary tests had indi- 
cated. These tests indicated that excessive settlement might be 
expected. The result of these determinations was that land acquisi- 
tion at this site was suspended in February of 1956. Further studies 
of soil conditions established that the Buckingham site would be 
unsuitable for the planned construction, and in April of 1956 the 
appropriate committees of Congress were advised that it was necessary 
to find an alternate site. Ultimately the Air Force decided to make 
more intensive use of its existing facilities in order to meet its training 
requirements. In February of 1957 the Air Force advised appropriate 
local officials that it was no longer intended to build a base at the 
Buckingham site. 

AMENDMENTS 


In the course of the events outlined above, the city of Fort Myers 
and Lee County made expenditures in accordance with the arrange- 
ments made in contemplation of the fact that the weapons center 
would be established at the designated site. As has been noted in the 
report of the Department of the Air Force to the committee on the 
bill, the Department has determined that $312,836.05 of the amount 
claimed by the city of Fort Myers represents valid expenditures 
made by that city. A refund of $174,838.41 was made to the city, 
and therefore the Air Force has recommended that the bill be amended 
to provide for a payment of $137,997.64 to the city. The committee 
has concluded that this amendment should be made. 

The Air Force has similarly determined that of the amount claimed 
by Lee County for its expenditures, $446,980.58 can be considered as 
valid. The total amount refunded to the county amounts to 
$237,441.59 since refunds of $174,838.42 and $62,603.17 have been 
made to the county. The Air Force therefore recommended that the 
bill be amended to provide for a payment of $209,538.99 to Lee 
County, and the committee agrees that this amendment should be 
made. 

The Air Force report observes that the provisions relating to interest 
are assumed to be intended to compensate the city and county for 
interest charges actually incurred by them less the interest value of 
various refunds made by the United States. The committee has re- 
ceived a report on the bill from the Treasury Department which makes 
no recommendation on the merits of the bill, but does recommend 
amendments to those provisions concerning the fixing of interest. 
The Treasury Department has noted that it will have no difficulty 
in carrying out its function in this regard if the language of subsection 
(a) (2) and subsection (b) (2) is amended to conform with the recom- 
mendations of that Department. These amendments are also recom- 
mended by the committee. 
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The committee has further determined that since the Air Force has 
omitted any reference to the claim of the Inter-County Telephone & 
Telegraph Co. in the statement in its report to the effect that the Air 
Force would interpose no objection to payments to the city and county, 
that the bill should be amended to eliminate provision for payment to 
the telephone company. 

CONCLUSION 


The facts of this case establish that the city of Fort Myers and Lee 
County acted in cooperation with the Government and relied on the 
plans which had been made for locating the weapons center at the 
selected site. Under these circumstances the committee has deter- 
mined .that the city and county are entitled to legislative relief. 
Further, the Department of the Air Force has determined that the 
expenditures, in the amounts it recommends, are valid, and that 
Department has stated that it interposes no objection to the bill if 
it is amended to conform to the recommendations of the Air Force. 
In the light of these facts, the committee recommends that the bill 
be considered favorably. 


DeEPARTMENT OF THE AIR ForCE, 
Washington, May 22, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuarrMAn: Reference is made to your request for a 
report on H. R. 10874, 85th Congress, a bill for the relief of the city 
of Fort Myers, Fla., Lee County, Fla., and the Inter-County Tele- 
phone & Telegraph Co., Fort Myers, Fla. 

The purpose of this bill is to reimburse the city of Fort Myers, Fla., 
Lee County, Fla., and the Inter-County Telephone & Telegraph Co., 
Fort Myers, Fla., for expenses in connection with the planned installa- 
tion, then known as the Buckingham Weapons Center project, Fort 
Myers, Fla. H. R. 10874 would authorize and direct the Secretary 
of the Treasury to pay— 

(a) To the city of Fort Myers, Fla., the sum of $139,395.32, plus 
the interest payable on bonds issued by the city as of the date the 
next interest payment becomes due, following the date of enactment 
of this act, which is attributable to the period commencing with the 
date on which the last interest became due and ending on the date of 
payment by the United States of this claim; reduced by the amount 
of interest which the sum of money heretofore paid by the United 
States on account of such claim ($174,838.41) would have earned (as 
determined by the Secretary of the Treasury) if such amount had 
been invested in United States bonds from the date of payment 
under this act. 

(6) To Lee County, Fla., the sum of $329,256.02, reduced by the 
amount of interest (as determined by the Secretary of the Treasury) 
remaining to be paid on bonds issued by the county attributable to the 
period beginning on the date of payment of this claim by the United 
States and ending on the date such bonds are payable in full; and 
further reduced by the amount of interest which the sum of money 
heretofore paid by the United States on account on such claim 
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($174,838.42) would have earned (as determined by the Secretary of 
the Treasury) if such amount had been invested in United States 
bonds from the date such amount was paid to the county to the date 
of payment under this act. 

(c) To the Inter-County Telephone & Telegraph Co., Fort Myers, 
Fla., the sum of $38,757.43. 

In 1954 a requirement existed for the establishment of a second 
weapons employment center to afford training to the Department of 
the Air Force personnel in air-to-air gunnery. The facilities at the 
only other weapons employment center at Yuma, Ariz., were inade- 
quate to meet the requirements of the then existing or planned Air 
Force fighter interceptor squadrons. <A location for this second 
weapons employment center was proposed for the southeastern United 
States because of climatic conditions, availability of over-water ranges, 
and the dispersal of civilian population. The act of July 15, 1955 
(Public Law 161-84) authorized the Secretary of the Air Force to 
establish and develop the Buckingham Weapons Center, Fort Myers, 
Fla., for this purpose. However, prior to the authorization for devel- 
opment of this base, Lee County, Fla., had agreed to donate approxi- 
mately 6,000 acres to establish the base. 

Immediately after enactment of Public Law 161-84, the Corps of 
Engineers, acting as agents for the Department of the Air Force, was 
requested to acquire by donation approximately 6,591.44 acres of land, 
drainage easements over 15.68 acres, and clearance easements over 
440.50 acres. The cost of this acquisition was then estimated to be 
$600,000, of which Lee County agreed to provide $300,000 and Fort 
Myers the same amount. In September 1955 the then Secretary of 
the Air Force announced that the Air Force proposed to proceed as 
authorized by the Congress and initiate construction of the Bucking- 
ham Weapons Center as soon as the land was donated to the United 
States. Since it was proposed to begin this construction in November 
1955 to provide a beneficial occupancy date by fiscal year 1957, the 
Secretary advised the county that title to the property was required 
by November 15, 1955. Because of the urgent need to secure title 
to the land in time to meet the beneficial occupancy date, it was 
agreed that the city and county would pay to the United States funds 
to cover the cost of the land acquisition and the Government would 
acquire the property. On December 15, 1955, the Department of the 
Air Force obtained possession of the land, which consisted of a total 
of 7,048.24 acres. 

In accordance with the agreement reached by the Government with 
Lee County and Fort Myers, the county and city deposited with the 
Corps of Engineers $550,000 in cash and provided the Government 
with a fidelity bond in the amount of $600,000 to insure payment of 
any deficiency judgments which might be rendered against the United 
States in connection with acquisition, by condemnation, of the land 
required for the Buckingham Weapons Center. In order to provide 
the money within the time limitation imposed by the Government, 
which was prior to the sale of bonds, the city and county arranged 
certain loans. Both the city and county, however, had secured a 
commitment from the Government that the base would be constructed 
if the local people supported the county’s and city’s plan for raising 
funds. 
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With respect to selection of sites for the Department of the Air 
Force installations, the Air Force desires to advise the committee of 
certain procedures which are followed. It is the practice of the De- 
partment of the Air Force to make a limited number of foundation 
borings to determine the suitability of the land for construction. This 
practice, it has been found, provides sufficient data to plan for future 
construction if a specific site is selected. Although these preliminary 
tests were not made at the Buckingham site, there was information 
on record within the Air Force which indicated that the foundation 
features were such that construction could be accomplished utilizing 
normal foundation construction practices. On this basis, it was deter- 
mined to proceed with the Buckingham project. 

Subsequently, arrangements were made for detailed borings at each 
of the proposed building sites at Buckingham and laboratory tests on 
samples of the foundation materials. It was found from these borings 
and tests that subsurface material was considerably poorer from a 
foundation standpoint than preliminary tests had indicated. These 
detailed tests revealed that excessive settlement might be expected, 
thus necessitating changing elevation or shifting of the runway 
facilities, and the need for 50- to 75-foot-long pilings for all major 
buildings to prevent structural damage. 

As a result of these findings in February 1956, land acquisition 
was suspended. Still further studies of soil conditions during the 
ensuing months confirmed that the Buckingham site would be un- 
suitable for the planned construction and in April 1956, the appro- 
priate committees of the Congress were advised of the necessity to 
find an alternate site. 

During the remainder of calendar year 1956, efforts were made to 
find a suitable replacement site . However, by the end of the year, due 
to construction difficulties at the initial site with the resultant delay in 
the beneficial occupancy date for the new installation, the Air Force 
determined to make more intensive use of existing facilities to satisfy 
the requirement for a weapons employment center. Appropriate local 
officials were advised in February 1957 that the Air Force no longer 
planned to build a base at this location. 

Immediately following the decision to withdraw from the Bucking- 
ham site, certain actions were taken by the Air Force: 

(a) Efforts were made to revest title where the United States 
had not completed acquisition. 

(b) The city and county were requested to cancel the fidelity bond. 

(c) All funds which had been furnished to the Government by 
the county and city and which were on hand were divided equally 
between the county and city. 

(d) All petitions in condemnation on which acceptance terms 
could be reached were dismissed. 

(e) Payments were made for rentals and damages, where sub- 
stantiated, to all landowners whose property was in condemnation 
and was being returned to them. 

(f) The county was advised to retain such property as had been 
acquired by them for the United States but which had not yet been 
conveyed to the Government. 

The claim of the city of Fort Myers is based on expenditures of 
$314,233.73, of which $312,836.05 was determined by the Air Force 
to be valid. Since a refund of $174,838.41 has been made to the city, 
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the Air Force recommends that the claim of $139,395.32 be reduced 
to $137,997.64 and line 7 of page 1 of the bill be revised to read 
“$137,997.64”. The claim of Lee County is based on expenditures 
of $504,094.44 and refunds to the county by the United States of 
$174,838.42. The Air Force has determined that of the amount 
claimed as expenditures, $446,980.58 can be considered valid. 
Further; the total amount credited to the United States should be 
$237,441.59 since, in addition to the refund of $174,838.42 a further 
refund of $62,603.17 has been made to the county. Based on these 
adjustments, lines 14 and 15 of page 2 of the bill should be revised to 
read ‘‘(b) Lee County, Florida, the sum of $209,538.99 * * *”, 

With respect to the provisions of the bill relating to interest, it is 
assumed that these are designed to compensate the city and county 
for interest charges actually incurred by them less the interest value 
of the various refunds made by the United States. 

With respect to the claim of the Inter-County Telephone & Tele- 
graph Co., in February 1957, the Air Force denied the claim for 
$38,757.43 for construction and engineering expenses incurred in 
connection with the proposed Buckingham Weapons Center which 
was submitted under contract AF09(104)—237, dated July 14, 1950. 
This contract provides that effective July 1, 1950, until June 30, 1951, 
and thereafter until terminated by either party on 30 days’ written 
notice, the Inter-County Telephone & Telegraph Co. will furnish 
commercial facilities and services normally offered to a customer and 
such special facilities and services as may from time to time be re- 
quired by Government subject to the availability of these facilities 
and services. On September 6, 1955, the contract having been in 
effect, the Government dispatched two written orders for plans and 
cost estimates for construction of certain facilities at the base to be 
built at Fort Myers. One order requested plans and cost estimates 
for the installation of a 400-line automatic system. The other order 
requested plans and estimates for certain outside facilities. Both 
orders were for planning purposes. 

In June of 1957 the Armed Services Board of Contract Appeals 
reviewed this claim on an appeal by the Inter-County Telephone & 
Telegraph Co. It was the statement of the Government trial attorney 
that the Government did not order, request, direct, or otherwise 
authorize the Telephone & Telegraph Co. to begin any construction 
under the above referenced contract on any facilities related to the 
proposed Air Force base. It was further stated by the Government 
trial attorney that the major portion of the company’s costs was in- 
curred in anticipation of a future contract, is outside the scope of the 
existing contract, is unauthorized, and not reimbursable pursuant to 
the aforementioned contract. The Government trial attorney did, 
however, find that $1,800 of the amount claimed could be allowed. 
The telephone and telegraph company has suspended action on its 
appeal pending the outcome of this bill. 

The Department of the Air Force interposes no objection to pay- 
ments to the city and county in the amounts recommended above. 

If amended to provide for the payment of the recommended 
amounts, the bill would cost, exclusive of interest, $347,436.63 
(eliminating the telephone company’s claim). This cost would of 
course be reduced by whatever proceeds might ultimately be realized 
from the sale of land now held by the Government. In addition, 
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there will be other expenditures by the Government based on deter- 
minations to be made by the Secretary of the Treasury after enactment 
of this legislation. 

As additional background for this bill, the following information 
is furnished regarding the present status of the land at this location: 

(a) The Government has been successful in revesting title in the 
former owners to 6,279.42 acres of the 7,048.24 acres acquired for this 
project. 

(6) Efforts are continuing to revest title in the former owners to the 
remaining 761.07 acres (exclusive of the 7.75 acres which were ac- 
quired by direct purchase), but little success is anticipated. 

(c) The value of the land to which title has not been revested 
(exclusive of the $5,630 for the 7.75 acres mentioned in (6) above) is 
$124,510. 

(d) It is proposed to complete acquisition of the unsettled 761.07 
acres, and determine whether any need exists for this land within 
the Department of Defense. If none exists, the Air Force plans to 
secure approval of the Assistant Secretary of Defense (Properties 
and Installations) and the House and Senate Armed Services Commit- 
tees for disposal. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Lyte S. GARLocK, 
Assistant Secretary of the Air Force. 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, May 22, 1958. 
Hon. Emanvuet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuartrMan: Reference is made to your request of 
March 15, 1958, for a statement of the views of this Department on 
H. R. 10874, for the relief of the city of Fort Myers, Fla., Lee County, 
Fla., and the Inter-County Telephone & Telegraph Co., Fort Myers, 
Fla. 

The proposed legislation would authorize payments to the city of 
Fort Myers, Fla., to Lee County, Fla., and to the Tri-County Tele- 
phone & Telegraph Co., Fort Myers, Fla., in settlement of their 
claims against the United States for compensation for expenses and 
obligations incurred in connection with the construction of the Buck- 
ingham Weapons Center project, which was abandoned by the United 
States Air Force subsequent to the time the expenditures and obliga- 
tions were incurred. It would further provide that the Secretary of 
the Treasury make certain determinations as to the amount of in- 
terest payable on bonds issued by the city of Fort Myers and Lee 
County in connection with the project. 

Since the proposed legislation relates to matters not primarily 
within the jurisdiction of this Department, the Treasury has no 
information on which to base a recommendation on the merits of the 
claims. The Department anticipates no administrative difficulty in 
carrying out its function under the bill, if the language in subsections 
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(a) (2) and (b) (2) of section 1 of the bill is amended to read as set 
forth in attachment A. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours, 
JuLiAN B. Barrp, 
<icting Secretary of the Treasury. 


ATTACHMENT A 
PROPOSED AMENDMENTS TO H. R. 10874 


Subsection (a) (2) of section 1 should be amended to read as follows: 
“(2) reduced by the amount of interest which the sum of money 
heretofore paid by the United States on account of such claim 
($174,838.41) would have earned (as determined by the Secretary of 
the Treasury) had such an amount been invested at the average rate 
of interest on all marketable obligations of the United States on the 
last day of the month preceding such payment for the period from the 
date such amount was paid to such city to the date of payment under 
this Act.” 

Subsection (b) (2) of section 1 should be amended to read as follows: 

“(2) further reduced by the amount of interest which the sum of 
money heretofore paid by the United States on account of such claim 
($174,838.42) would have earned (as determined by the Secretary of 
the Treasury) had such an amount been invested at the average rate 
of interest on all marketable obligations of the United States on the 
last day of the month preceding such payment for the period from the 
date such amount was paid to such county to the date of payment 
under this section.”’ 

O 
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PERMITTING CERTAIN SALES AND EXCHANGES OF PUBLIC LANDS 
OF THE TERRITORY OF HAWAII TO PERSONS WHOSE LANDS OR 
PROPERTY WERE DESTROYED BY A TIDAL WAVE OF MARCH 
9, 1957 


June 30, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. O’Brien of New York, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany H. R. 9500] 


The committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 9500) to permit certain sales and exchanges 
of public lands of the Territory of Hawaii to persons whose lands or 
property were destroyed by a tidal wave of March 9, 1957, having 
considered the same, report favorably thereon with an amendment 
and recommend that the bill, as amended, do pass. 

The amendment is as foilows: 

Strike out all after the enacting clause and insert in lieu thereof 
the following language: 


That notwithstanding any other provision of law, the Commissioner of Public 
Lands of the Territory of Hawaii may (1) sell, with the approval of the Governor 
and not less than two-thirds of the members of the Board of Public Lands, public 
lands on any island of the Territory, without recourse to auction, at fair market 
value, to persons who suffered a substantial loss of real property by reason of 
the tidal wave of March 9, 1957, and (2) with the approval of the Governor and 
not less than two-thirds of the members of the Board of Public Lands, exchange 
public lands for such damaged lands of such persons, such public lands to be 
equal in value to the value, immediately prior to March 9, 1957, of the lands to 
be exchanged therefor without regard to improvements thereon. 


Amend the title so as to read: 


A bill to permit certain sales and exchanges of public lands of the Territory of 
Hawaii to certain persons who suffered a substantial loss of real property by reason 
of the tidal wave of March 9, 1957. 
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PURPOSE 


The purpose of H. R. 9500, introduced by Delegate Burns, is to 
assist persons who suffered losses in the tidal wave which swept the 
coast of Hawaii in 1957 by providing for the sale of public lands to 
them and the exchange os such lands for damaged lands. Amend- 
ments to the bill recommended by the committee require that pro- 
posed sales and exchanges be approved by the Governor of the 
‘Territory and at least two-thirds of its board of public lands, that 
sales be at fair market value, and that the value of the private lands 
taken in exchange, reckoned as of immediately prior to the tidal wave 
and without regard to improvements, be equal to that of the public 
lands given in exchange. 

NEED 


Existing law does not appear to be sufficiently flexible to permit 
the proposed sales and exchanges as set out in the bill. The desir- 
ability of permitting persons who were seriously damaged by the tidal 
wave to recoup a part of their losses by obtaining alternative lands 
from the territory 1s clear. 


CcOsT 


Enactment of H. R. 9500, as amended, will entail no cost to the 
Federal Treasury. 


DEPARTMENTAL RECOMMENDATIONS 


The Department of the Interior recommended enactment of H. R. 
9500 with an amendment which the committee has adopted. The 
Legislature of Hawaii adopted, and the Governor approved, a joint 
resolution calling for enactment of legislation to accomplish the pur- 
poses of H. R. 9500. The Interior Department’s report follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 19, 1958. 
Hon. Cuiarr ENG LE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. ENGie: Your committee has requested a report on 
H. R. 9500, a bill to permit certain sales and exchanges of public 
lands of the Territory of Hawaii to persons whose lands or property 
‘were destroyed by a tidal wave of March 9, 1957. 

We recommend enactment of H. R. 9500, but only if amended as 
‘suggested in this report. 

H. R. 9500 authorizes the commissioner of public lands of the 
Territory of Hawaii to sell public lands to or exchange public lands 
with persons whose lands or property were destroyed by a tidal wave. 
‘The bill provides that the sales be made without recourse to auction, 
and the exchanges without regard to value or area of the public lands, 
and without regard to the value of improvements on the lands being 
exchanged for the public lands. 

On March 9, 1957, a tremendous tidal wave swept large stretches 
of the coast of the Hawaiian Islands, causing damage and destruction 
to the property of many persons. This bill will permit those persons 
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to obtain alternative lands from the Territory by exchange or by 
purchase as partial recompense to them of the losses they have suffered. 

We object to the enactment of the bill in its present form for several 
reasons. 

While we feel that lands should be made available to persons who 
suffered losses, as set out above, it should not be done in any way that 
might result in a loss to the Territory. As introduced, H. R. 9500 
authorizes the land commissioner to exchange public lands without 
regard to their value or area. It further fails to place any restriction 
upon the discretion of the land commissioner in making the sales 
and exchanges. The bill should more specifically show the extent of 
authority granted and the terms under which the proposed sales or 
exchanges will be made. 

We recommend that H. R. 9500 be amended so as to provide among 
other provisions that all sales or exchanges be made only with the 
approval of the Governor and not less than two-thirds of the members 
of the board of public lands; that sales without auction be made at a 
fair market value; and that in the case of exchange, the land accepted 
by the Territory be valued without regard to improvements thereon. 
Attached to this report is a suggested draft of the bill incorporating 
in it the foregoing recommendations. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 

Roger Ernst, 
Assistant Secretary of the Interior. 

A BILL To permit certain sales and exchanges of public lands of the 

Territory of Hawaii to certain persons who suffered a substantial loss 

of real property by reason of the tidal wave of March 9, 1957 

Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That not- 
withstanding any other provision of law, the Commissioner of 
Public Lands of the Territory of Hawaii may (1) sell, with 
the approval of the Governor and not less than two-thirds 
of the members of the Board of Public Lands, public lands 
on any island of the Territory, without recourse to auction 
at fair market value, to persons who have suffered a substan- 
tral loss of real property by reason of the tidal wave of March 
9, 1957, and (2) with the approval of the Governor and not 
less than two-thirds of the members of the Board of Public 
Lands, exchange public lands for such damaged lands of 
such persons, such public lands to be equal in value to the 
value, immediately prior to March 9, 1957, of the lands to be 
exchanged therefor without regard to improvements thereon. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends passage 


of H. R. 9500, as amended. 


O 
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PROVIDING ADDITIONAL PAYMENTS TO INDIANS OF THE LOWER 
BRULE SIOUX RESERVATION, 8S. DAK., WHOSE LANDS HAVE BEEN 
ACQUIRED FOR THE FORT RANDALL DAM AND RESERVOIR 
PROJECT 


JuNE 30, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Hatey, from the Committee on Interior and Insular Affairs, sub- 
mitted the following 


REPORT 


[To accompany H. R. 12663] 


The Committee on Interior and Insular Affairs, to hom was re- 
ferred the bill (H. R. 12663) to provide for additional payments to the 
Indians of the Lower Brule Sioux Reservation, S. Dak., whose lands 
have been acquired for the Fort Randall Dam and Reservoir project, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


SUMMARY 


The principal purpose of H. R. 12663, introduced by Representative 
Berry, is to authorize and direct the Secretary of the Army to pay 
approximately $904,621 (the difference between $1,175,231 as set out 
in the bill and $270,610 which has already been deposited in court in 
condemnation proceedings) to the Lower Brule Sioux Tribe in settle- 
ment of all claims arising out of the construction of Fort Randall 
Dam and Reservoir on the Lower Brule Indian Reservation in South 
Dakota. About 8,000 acres of reservation land were acquired by 
condemnation for the project. 

The dam gates were closed on July 21, 1952, and the land has been 
inundated but the amount payable as just compensation has not been 
judicially determined and payment has not been made for incidental 
claims. 

H. R. 12663 is an amended version of H. R. 6074, also introduced 
by Mr. Berry, and H. R. 6569, introduced by Mr. MeGovern, which 
were considered jointly by the Committee on Interior and Insular 
Affairs. It has the endorsement of the Departments of the Army 
and the Interior and the tribal council of the Lower Brule Sioux Tribe. 

20006—58——1 
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Legislation of a somewhat similar nature to H. R. 12663 was intro- 
duced by Representative Berry in the 84th Congress (H. R. 3544). 
Extensive hearings were held both in Washington and on the reserva- 
tion during 1955 and 1956. 


BACKGROUND OF THE BILL 


The Lower Brule Sioux Reservation is located in Stanley and 
Lyman Counties in central South Dakota on the west bank of the 
Missouri River between the cities of Fort Pierre and Chamberlain. 
The reservation has an area of 233,916 acres of which 7,997 are within 
the taking area of the Fort Randall Dam and Reservoir project. 
The Crow Creek Sioux Reservation borders on the east bank of the 
Missouri River and shares the riverbed with the Lower Brule Tribe. 

The tribal census roll as of January 1, 1958, lists 831 enrolled 
members (154 families), of whom approximately 400 actually reside 
on the reservation. The chief sources of income are from sale of 
livestock, State welfare assistance, Federal welfare assistance, Gov- 
ernment employment, irregular wages, and land sales and leases. 
About 10 percent of the families do some farming, mostly for livestock 
subsistence. 

Closing of the gates of Fort Randall Dam necessitated the evacua- 
tion and resettlement of 19 families and resulted in the flooding of 
7,997 acres: 


Acres 
(eon ene. ........- painaaee ences 244. 70 
Meadow and pasture acoes See = . 2, 507. 28 
Sheltered pasture- - 2, 524. 81 
Grazing---_--- “ed DOR ap eta Re ited ae Guat'ss a oan nis : 1, 952. 33 
Other, including woodland________-_-- ONS, tes oes wid ston 767. 80 
WO thes conatinicus coekes ee Em 


The flooded bottom lands include a large portion of the timber and 
woodland which gave winter protection to livestock and furnished fuel 
and building materials for the Indian families, a loss which can never 
be replaced by natural means. 

The 19 families that were forced to move were engaged in the fol- 
lowing means of livelihood: farming and ranching, 6; full and part 
time employment for wages, 5; and welfare assistance, 8. 


HISTORY 


H. R. 12663 comes to Congress as the result of the Flood Control 
Act of December 22, 1944 (58 Stat. 887, 891) which inter alia author- 
ized the construction of the Fort Randall Dam and Reservoir project 
as part of the comprehensive plan for flood control and protection of 
the Missouri River Basin. Condemnation proceedings were begun in 
August 1953 for the acquisition of the necessary land, and funds in the 
amount of $233,755.57 were deposited in court as estimated just 
compensation. 

By the act of July 6, 1954 (68 Stat. 452), the Chief of Engineers, 
Department of the Army, and the Secretary of the Interior, jointly 
representing the United States, were authorized and directed to nego- 
tiate with the Lower Brule Indians for the acquisition of the 7,997 
acres in question. 
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Appraisals prepared by the Missouri River Basin investigation 
staff, an ad hoc agency of the Department of the Interior, totaling 
$270,610.65 were adopted as a basis of negotiations. These negotia- 
tions were unsuccessful. Thereafter, the Departments of the Army 
and the Interior requested the Department of Justice to proceed witha 
condemnation proceedings. (Copies of the negotiating committee 
and the MRBI staff estimates are on file with the Committee on 
Interior and Insular Affairs.) 

On January 21, 1955, a declaration of taking was filed vesting in 
the United States title to the 7,997 acres, subject to a reservation to 
the Indians of oil and gas rights. An additional sum of $36,855.08 
based on the MRBI appraisal was deposited with the court, making 
a total of $270,610.65 as estimated just compensation. On March 
22, 1955, the court entered an order authorizing the disbursement of 
$264,310.65 for the benefit of the Indian owners. To date, however, 
the issue of just compensation has not been tried and no determination 
has been made as to the amount to be paid by the Government 
(MRBI Repts. Nos. 124 and 138). 

Section 1 of H. R. 12663 provides that the difference between 
$1,175,231 and the sum paid in the condemnation action is to be 
deposited in the United States Treasury to the credit of the Lower 
Brule Sioux Tribe. The sum of $85,242.35, which represents increased 
values of land within the taking area, is to be credited to former owners 
on a prorated basis. 

FURTHER EXPLANATION 


The Indians and the Government have agreed on $1,175,231 as the 
amount to be paid for all claims involved in this matter. This sum 
covers both tangible and intangible damages as follows: 

Intangible: 
MRBI estimate of direct damages; reestablishing Indian living 
facilities, restoring income earning capacity, losses resulting Amount 


from reduction in timber, wildlife and natural products__.._ $638, 904 
Loss of agency headquarters and relocation of same_.____..-__- 150, 000 
Total 





Tangible: 
One-half of the value of the Missouri River bed separating Lower 





Brule and Crow Creek Reservations (% of 10,158 acres X $6) __ 30, 474 
Army estimate of fair value of land (original estimate plus in- 
creased land values since 1953)... -_.....-....-.-...-....- 355, 853 
inch hin clea n> ss ai: dh ws see nag ons Vacoe dapcicitien Iceeeiea lel 386, 327 
Tetebs. 31.3. 20. Vea aie. aie .. 1175, 231 


The bulk of the first of these four items is for loss of subsistence and 
livelihood stemming from the taking of the bottom and timber lands. 
Most of the Indians on the reservation lived within 8 miles of the 
Missouri River and tributary streams and creeks which have been 
inundated by the closing of the gates of Fort Randall Dam. Their 
finest. grass, crop, and timber lands on the reservation have been lost. 
These bottom lands which provided habitat for game and were the 
prime source of the natural products on which the Indians depended 
in good part for subsistence, cannot be replaced by purchase within 
or adjacent to the reservation. In recognition of this loss and other 
intangibles, the sum of $638,904 has been agreed upon. 
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The inundation necessitated the removal of the agency headquarters 
to Fort Pierre, some 50 miles distant. This is causing hardship to the 
tribe as a whole. The sum of $150,000 is recommended for this item. 

The Lower Brule and Crow Creek Reservations include approxi- 
mately 10,158 acres in the bed of the Missouri River valued by the 
tribes at $6 per acre. The committee deemed it in the overall interest 
that this acreage be removed from tribal ownership to prevent juris- 
dictional disputes and conflicts which would arise from exercise of 
treaty rights. Accordingly the bill provides for payment to the tribe 
of one-half the total value placed by it on the river bed lands, or 
$30,474. 

The MRBI estimate of fair market value of the land taken for the 
dam in 1952 was $270,610.65. The committee members felt that, 
in view of the general increase in land values in South Dakota since 
the date of taking, an approximate increase of 31.5 percent would be 
justified. Thus the $270,610.65 was increased by $85,242.35 to 
$355,853.00. 

SECTIONAL ANALYSIS 


Section 1 authorizes and directs the Secretary of the Army to pay 
to the Lower Brule Sioux Tribe and individual Indian owners in 
settlement of all claims, rights, and demands of the tribe arising 
from the construction of the Fort Randall Dam and Reservoir proj- 
ect an amount (approximately $904,600) equal to the difference be- 
tween $1,175,231 and what has already been paid into court for the 
7,997 acres of land taken in condemnation proceedings. 

Section 2 provides that the payments authorized in section 1 shall 
be deposited in the United States Treasury to the credit of the Lower 
Brule Sioux Tribe and shall draw interest at the rate of 4 percent per 
annum. The sum of $85,242.35, representing increased land values 
between the date of the taking and the present, is to be allocated to 
the former owners on a prorated basis, and the portion of this sum 
which is allocated to individual Indian lands is to be credited to the 
individuals’ accounts. This section also provides that moneys paid 
as just compensation shall not be subject to any lien, debt, or claim 
except delinquent debts owed to the United S States or the tribe. 
Finally section 2 provides that the cost of moving dwellings and other 
buildings from the project area shall be paid from payments made 
under section 1. 

Section 3 revests in the former owners any mineral rights in the land 
taken through condemnation proceedings but provides that explora- 
tion and development of the minerals, including oil and gas, shall be 
subject to reasonable regulations imposed by the Secretary of the 
Army. 

Section 4 grants permission to individual Indians to retain, without 
charge, timber and improvements previously removed from the land 
within the taking area. It also permits former owners to cut and 
remove, without charge, until September 30, 1958, other salvageable 
material within the taking area. After September 30, 1958, salvage 
rights may be exercised by the tribal council. 

Section 5 grants the tribe and its members the exclusive permission, 
without cost, to graze livestock on the land between the water level 
of the reservoir and the exterior boundary of the taking area, and 
grants the tribal members, without cost, access to the shoreline of 








THE LOWER BRULE SIOUX RESERVATION, 8S. DAK, 5 


the reservoir, including permission to fish and hunt, subject to regula- 
tions governing corresponding use by other citizens of the United 
States. 

Section 6 deals with the acquisition of substitute land for individuals 
whose lands have been taken, with the consolidation of land holdings, 
and with the elimination of fractional heirship interests. It provides 
for the purchase of lands for these purposes. It also authorizes the 
Secretary to partition or sell individually owned land, in which all 
interests are in trust or restricted status, upon the request of owners 
of not less than 51 percent interest in the land. This authorization 
is limited to carrying out the three named purposes of this section. 
Any partition sale must be by competitive bid except that, if the 
owners of not less than 51 percent interest in the land agree, any 
owner of an interest in the land or the tribe, if the land is within the 
reservation, will have the right to purchase the land prior to competi- 
tive sale at not less than its appraised value. If more than one such 
premaeee right is claimed, the sale is to be by competitive bid but 
imited to the tribe and to the persons entitled to a preference. The 
Secretary of the Interior, for the purpose of such sale, is authorized 
to represent minors or other Indians under legal disability and, after 
giving notice by publication, may represent absent Indian owners 
who cannot be located. 

Section 7 specifies that no part of any expenditure made by the 
United States shall be charged as an offset or counterclaim against any 
tribal claim which rose prior to the effective date of the act. 

Section 8 provides that the Secretary of the Treasury, upon certifica- 
tion by the Secretary of the Interior, shall reimburse the Lower Brule 
Sioux Tribe up to $100,000, of which not more than $50,000 shall be 
reimbursable as attorney fees. 

Section 9 authorizes the appropriation of such amounts as may be 
necessary for the purposes of this act. 

Section 10 provides that all payments to the tribe and individual 
Indians under this act or condemnation proceedings shall be exempt 
from all forms of State and Federal taxation. 

Section 11 allows any individual to reject the sum offered him as his 
share of the $85,242.35 in accordance with the proration under section 
2 of this act by filing a notice of rejection with the Chief of Engineers 
within 1 year from the date of the act. If the court fixes an amount 
in excess of the amount theretofore tendered to him, the Secretary 
of the Army shall deposit the difference in court. The individual 
contestant is not to be charged court costs, but all other costs and 
expenses, including counsel fees, are to be borne by him. 


DEPARTMENTAL REPORTS 


Following are the reports of the Departments of the Army and 
Interior, dated May 15, 1957, and May 29, 1957, respectively. Also 
set forth is letter of April 17, 1958, from the Department of the 
Interior submitting a proposed redraft of H. R. 6074, and the Depart- 
ment of the Army’s comments thereon: 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., May 16, 1957. 
Hon. Ciarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. CuarrMan: Reference is made to your request of the 
Department of the Army with respect to H. R. 6074 and H. R. 6569, 
85th Congress, bills to provide for the acquisition of lands by the 
United States required for the reservoir created by the construction 
of Randall Dam on the Missouri River and for rehabilitation of the 
Indians of the Lower Brule Sioux Reservation, S. Dak., and for other 
purposes. 

The purpose of the bills is to effect a contract between the United 
States and the Sioux Indians of the Lower Brule Reservation in South 
Dakota for the acquisition of Indian lands of that reservation required 
for the construction, operation and maintenance of the Fort Randall 
Dam and Reservoir, S. Dak. In addition to providing for the¥con- 
veyance of the land to the United States the bill would authorize 
(1) the payment “as just compensation”’ of the sum of $1,497,397.29, 
of which $708,493.29 would be disbursed immediately to the individual 
or tribal owners while the balance would be deposited to the credit of 
the tribe and draw interest at the rate of 4 percent per annum until 
expended; (2) the relocation and reestablishment of Indian cemeteries, 
tribal monuments, and shrines; (3) reconstruction of the Lower Brule 
Agency and other specified structures and facilities; (4) the rehabili- 
tation of all members of the tribe and the relocation and reestablish- 
ment of those who reside on the lands being acquired for the Fort 
Randall project, and to deposit to the credit of the Indian tribe 
$6,348,316 to draw interest at the rate of 4 percent per annum until 
expended; (5) reservation of all mineral rights to the former owners 
subject to reasonable regulation required for the protection and use 
of the area for project purposes; (6) members of the Indian tribe to 
cut and remove timber and to salvage improvements, without charge, 
within 9 months after enactment; (7) members of the tribe to remain 
on the land involved until the gates of the Randall Dam are closed for 
the impoundment of the water of the Missouri River; (8) the Indians 
to graze stock, after the gates are closed, on the land between the 
warer level of the reservoir and the taking area, and have free access 
to the shoreline of the reservoir, including the right to hunt and fish 
subject “to regulations governing the corresponding use by other 
citizens of the United States.”’: (9) the Department of the Interior to 
render assistance to individual members of the tribe in acquiring 
relocation sites; (10) reimbursement of a sum not to exceed $100,000 
for the expenses of the tribal council in this matter; and (11) any 
individual member of the tribe to reject the appraisal of his land, after 
which a proceeding may be instituted in the United States District 
Court of the District of South Dakota with the tribal council to 
deposit with the clerk of the court, from funds previously deposited to 
the credit of the tribe, the amount set out in the final appraisal. The 
bills further authorize an appropriation of $7,945,713.29 in addition 
to the amounts to be charged against the project. Miscellaneous 
provisions are included concerning protective measures to minimize 
livestock losses and to preserve the integrity of related Indian legisla- 
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tion such as the Indian Reorganization Act of June 18, 1934 (48 
Stat. 984). 

The Department of the Army has considered the above-mentioned 
bill. Construction of the Fort Randall Dam and Reservoir project 
was authorized as part of the comprehensive plan for flood control 
and protection of the Missouri River Basin as provided by the Flood 
Control Act of December 22, 1944 (58 Stat. 887, 891). Section 3 of 
the authorization act provides authority of the Secretary of the Army 
to acquire lands necessary for the project. Construction progress of 
the Fort Randall Dam and Reservoir project made it necessary, in 
August 1953, to file condemnation proceedings for the acquisition of 
the land described in the bills under consideration. Funds in the 
amount of $233,755.57 were deposited in court as estimated just com- 
pensation. By the act of July 6, 1954 (68 Stat. 452), the Chief of 
Engineers, Department of the Army, and the Secretary of the Interior, 
jointly representing the United States, were authorized and directed 
to negotiate with the Sioux Indians of the Lower Brule Sioux Reserva- 
tion, S. Dak., for the acquisition by the United States of the 7,996.92 
acres of land described in part 2 of H. R. 6074 and H. R. 6569. 

While no additional authorization was required for the acquisition 
of land, it was considered possible that the act of July 6, 1954, might 
produce an acceptable basis for a contract since it included authority 
to consider, in addition to just compensation, the “costs of relocating 
the tribe and its members * * * in a manner that will reestablish 
and protect their economic, social, religious, and community life.” 
Inasmuch as the negotiation of an overall contract would permit 
settlement of the pending condemnation proceedings, the Attorney 
General was requested to withhold further action in those proceedings 
pending an attempt to find a mutually acceptable basis for acquisition. 
Appraisals prepared by the Missouri River Basin investigations project, 
Bureau of Indian Affairs, Department of the Interior, reflecting values 
totaling $270,610.65, were reviewed and adopted as the basis for the 
negotiations with representatives of the Indian tribe. Negotiations 
under the act of ins 6, 1954, proved unsuccessful, as indicated in 
report to your committee submitted by the United States Army 
Chief of Engineers on April 25, 1955. 

Following the unsuccessful negotiations, the Department of the 
Army, with the concurrence of the Department of the Interior, re- 
quested the Department of Justice to proceed with the condemnation 
proceedings in view of section 7 of the July 6, 1954 act, which stated 
that that act was not to be construed to restrict completion of the 
Fort Randall Dam project. 

On January 21, 1955, a declaration of taking was filed vesting in 
the United States title to the lands described in H. R. 6074 and 
H. R. 6569, subject to a reservation to the Indians of oil and gas 
rights, subordinate only to the right of use by the United States for 
the construction, operation, and maintenance of the Fort Randall Dam 
and Reservoir project in accordance with regulations to be prescribed 
by the Corps of Engineers. With the filing of the “declaration of 
taking’’ there was deposited into the registry of the court the additional 
sum of $36,855.08 based on the above-mentioned appraisal prepared 
by the Missouri River Basin investigations project staff making the 
estimated just compensation on deposit $270,610.65. Thereafter 
the court entered an order on March 22, 1955, authorizing the dis- 
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bursement of $264,310.65 through the Bureau of Indian Affairs for 
the benefit of the Indian owners. The issue of just compensation 
has not been tried and no determination has been made as to the 
amount to be paid to the Indians. 

However, the payments requested by the Indians for relocation 
and rehabilitation will not be considered in the pending proceedings 
since the courts, including the Supreme Court of the United States, 
have uniformly held that just compensation equals “market value” 
of the interest taken. This is generally defined as the amount that 
would probably be paid for the property as between a willing seller, not 
compelled to sell, and a willing buyer, not compelled to buy. There is 
no provision in this concept for the evaluation of indirect or con- 
sequential damage. Likewise, it has always been considered to be 
a strictly judicial function to determine what constitutes “just 
compensation” as guaranteed by the fifth amendment of the Constitu- 
tion of the United States for the taking of private property for 
public use. 

For these reasons it is considered that H. R. 6074 and H. R. 6569 
should in any event be amended first to recognize that title to 
the lands involved is already vested in the United States and second 
to delete any reference to the payment to be made under the bills as 
constituting just compensation. To effectuate these objectives it is 
recommended that, if the committee favorably considers additional 
payments to the Indians of the Lower Brule Sioux Reservation, S. 
Dak., the bills be amended as follows. 

(a) The title be revised to indicate its limited scope by substituting 
the following: ‘‘To provide for additional payments to, and for the 
rehabilitation of, the Indians of the Lower Brule Sioux Reservation, 
South Dakota, whose lands have been acquired for the Fort Randall 
Dam and Reservoir project, South Dakota, and for other purposes.” 

(6) That section 1, which purports to effect the conveyance, 
section 6, which would reserve mineral rights to the former owners, 
and section 15, which would preserve the right of individual members 
to have the issue of just compensation determined in the United 
States district court, be deleted. 

(c) That section 2, which would establish the amount to be paid as 
‘Just compensation”, be modified to indicate the amount, if any, 
determined to be paid to the Indians of the Lower Brule Sioux Reser- 
vation in addition to the amount paid or to be paid in the pending 
condemnation proceedings. In this connection it is recommended 
that a maximum limitation be retained on the total amount to be paid. 

(d) That part 2 of the bills containing a description of the “taking 
area’”’ be deleted since the land has been acquired and an accurate 
description is therefore unnecessary in any legislation for additional 
payments. 

It is further recommended that the following amendment be made to 
properly reflect the factual conditions existing at this time: 

(a) That section 3, which would authorize the relocation at Govern- 
ment expense of Indian cemeteries, tribal monuments and shrines, 
be deleted as there were no Indian cemeteries, tribal monuments, or 
shrines within the area involved in these bills. 

(6) That section 4, which provides for the reconstruction of the 
Lower Brule Agency, schools, hospitals, service buildings, and other 
facilities, be deleted since the agency at the Lower Brule Sioux Reser- 
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vation is not included in the acquisition and no further relocation or 
construction is required. 

(c) That section 7, which would give the Indian tribe 9 months 
within which to remove timber and to salvage improvements, and 
section 9, which would authorize members of the tribe to continue 
residing in the area without charge until the gates of the Randall Dam 
are closed, be revised in recognition of the fact that the gates of the 
Randall Dam have been closed and that it was necessary to require 
the removal of improvements as the waters rose within the reservoir, 

(d) That section 10, which would authorize the continuing right of 
the Indians to graze stock after the gates have been closed, be amended 
by deleting the language in lines 7 and 8 of page 7 reading: ‘After the 
Randall Dam gates are closed and the waters of the Missouri River 
impounded” and by deleting the words ‘“‘and the taking area described 
in part IT hereof’ appearing in line 11, page 7 and substituting for the 
latter provision “‘and the lands acquired from the Indian tribe or its 
members.” 

The Department of the Army believes that the Secretary of the 
Interior is in a better position to advise the committee concerning 
those portions of the bills that would (1) provide for the Indians funds 
in addition to the estimated just compensation: and (2) make provision 
for the rehabilitation of members of the Lower Brule Sioux Reservation 
without regard to whether or not they are or have been displaced by 
the Fort Randall Dam and Reservoir project. 

The Secretary of the Army is aware, however, that “just compen- 
sation”’ as determined by the courts very often does not fully compen- 
sate owners and tenants for all of their losses, some of which are 
intangible and therefore not susceptible to determination without 
indulging in speculation. However, these factors are found in all 
governmental acquisitions and are not peculiar to the Indian land 
cases. The courts have also recognized that while just compensation 
has been defined as the value of the interest taken, it does not neces- 
sarily establish the value that a piece of property may have to the 
owner. 

Congress, in recognition of the added calculable expenses of persons 
dislocated by public-works projects of the Department of the Army, 
authorized, by section 401b of the act of July 14, 1952, as amended 
(66 Stat. 606, 624; 69 Stat. 352), the reimbursement of affected owners 
and tenants for their moving expenses not to exceed 25 percent of the 
fair value of the land involved. However, the Lower Brule Sioux 
negotiators rejected this limitation on the amount proposed to be 
paid for moving costs in the contract contemplated by the act of 
July 6, 1954. Since the act of July 14, 1952, provides that applications 
for reimbursement of moving expenses must be filed within 1 year 
from the date of acquisition of the property, the time to file expired 
January 20, 1956. 

If the payment of additional sums to the Indian tribe in connection 
with either the relocation or rehabilitation of its members is favorably 
considered, it is recommended that sections 2 and 5 be further amended 
to provide that the funds established shall be administered by the 
Secretary of the Interior and all payments be made by him. 

The fiscal effect of this measure is difficult for the Department of 
the Army to evaluate. However, section 2 would authorize payment 
of $1,226,786.64 more than the just compensation estimated by the 

H. Rept. 2054, 85-2——2 
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Department of the Army, based on the appraisals of the Missouri 
River Basin investigations project staff of the Department of the 
Interior, plans rehabilitation payments in the amount of $6,348,316 
reimbursement for expenses in the amount of $100,000, and other 
direct and indirect undetermined costs of benefits conferred as rights 
that would be granted to the Indian tribe. 

Although time does not permit the submission of this report to 
Bureau of the Budget, the Rebus of the Budget advised on S. 953, 
84th Congress, a similar bill, that there was no objection to the sub- 
mission of a similar report, and that the Bureau of the Budget would 
interpose no objection to the enactment of H. R. 6074 and H. R. 6569, 
if the bills were amended to conform to the recommendations made in 
the report of the Secretary of the Interior, and if the amounts of the 
monetary awards are reduced to generally conform to the amounts 
awarded the Indians of the Cheyenne River Reservation under the 
provisions of the act of September 3, 1954 (68 Stat. 1191; Public 
Law 776, 83d Cong.). 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 29, 1957. 
Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enoie: Your committee has requested a report on 
H. R. 6074, a bill to provide for the acquisition of lands by the United 
States required for the reservoir created by the construction of 
Randall Dam on the Missouri River and for rehabilitation of the 
Indians of the Lower Brule Sioux Reservation, S. Dak., and for 
other purposes. 

After our report was prepared, the Indian representatives of the 
tribe testified before the Subcommittee on Indian Affairs and indi- 
cated that they wished the subcommittee to defer action on the bill 
as introduced until they had prepared and negotiated a differént 
approach. We shall, therefore, withhold our report on H. R. 6074 
until these negotiations have been completed. 

Sincerely yours, 
HatrieLtp CHILSON, 
Under Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 17, 1958. 
Hon. JAmses A. Hatey, 
Chairman, Subcommittee on Indian Affairs, 
Committee on Interior and Insular Affairs, 

House of Representatives, Washington, D. C. 
Dear Mr. Hater: At the conclusion of your last hearings on H. R. 
10786 and H. R. 6074 you indicated that a committee print of each 
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bill would be prepared showing the changes recommended by the 
tribes and by this Department. 

In order to facilitate the preparation of the committee prints, there 
are enclosed redrafts of each bill which include all of the amendments 
heretofore proposed by the tribes and by this Department. Some 
editing of the language has been done in the interest of clarity, but 
the substance of the prior recommendations has not been changed. 

These identical redrafts were submitted to the tribes and their 
attorney, Mr. Sharpe, for review and we are informed that the redrafts 
are entirely satisfactory to the tribes. 

Your attention is directed to the following points: 

1. We understand that the tribes and the Department of Justice 
have not yet agreed on the amount by which the Missouri River 
Basin investigation appraisals should be increased to reflect increases 
in values that occurred after the appraisals were made. If Congress 
decides to fix such amount it would be preferable to do so by a per- 
centage figure rather than by a dollar figure in order to simplify the 
procedure of identifying the value of each separate tract. 

2. The tribes and this Department propose different language for 
the last phrase in section 6. 

3. The tribes propose a new section with respect to tax exemptions 
that is quite broad. While we have not previously commented on the 
language, we have no objection to it. 

4. The Department of the Army has participated in the preparation 
of the materials requested by the subcommittee in connection with the 
Standing Rock bill (H. R. 6075), and some of its comments on those 
materials would be applicable here. See in particular its recommenda- 
tion (a) that any payment in excess of just compensation not be identi- 
fied as a payment for indirect damages, and (6) that any payment in 
excess of just compensation not be charged to the project. If either 
of these recommendations should be adopted for Standing Rock, a 
consistent approach should be taken on H. R. 10786 and H. R. 6074. 

Sincerely yours, 
Roger C. Ernst, 
Assistant Secretary of the Interior. 


Suacestep Reprart or H. R. 6074 


A BILL To provide for the acquisition of lands by the United States re- 
quired for the reservoir created by the construction of Randall Dam 
on the Missouri River and for rehabilitation of the Indians of the 


Lower Brule Sioux Reservation, South Dakota, and for other pur- 
poses 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That in addi- 
tion to the fair value of the lands or interests in lands belong- 
ing to the Indians of the Lower Brule Reservation that were 
acquired by the United States for the purposes of the Randall 
Dam and Reservoir project by condemnation in the case of 
United States v. 7996.26 Acres of Land, Civil Action No. 186 
filed in the United States District Court for the District of 
South Dakota, Central Division, such Indians shall receive 
the additional payments and benefits provided for in this Act. 

Sec. 2. (a) The Secretary of the Army shall pay out of 
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funds appropriated for the construction of the Randall project 
the sum of $ , representing indirect damages, 
which sum, together with the sums paid to the tribe and the 
members thereof as direct damages for the land acquired pur- 
suant to the condemnation actions referred to in section | of 
this Act, shall be in final and complete settlement of all claims, 
rights, and demands of the tribe and its members arising out 
of the construction of the Randall project. The sum appro- 
priated as indirect damages pursuant to this subsection and 
the sum payable to the tribe as direct damages pursuant to 
said condemnation action shall be deposited to the credit of 
the tribe in the Treasury of the United States, and shall draw 
interest at the rate of four percent per annum until expended. 
Out of such sums shall be paid the cost of moving dwellings 
and other buildings owned by Indians from the Randall proj- 
ect area. 

(b) The Secretary of the Army shall pay to the former 
owners of the land acquired pursuant to the condemnation 
actions referred to in section 1 of this Act the difference, if 
any, between the appraised value of the land by the Mis- 
souri River Basin Investigation staff, increased by $ ’ 
and the compensation awarded by the court. The distribu- 
tion of such payment shall be on the basis of a percentage 
of the amounts shown for each tract and oannie on the 
Missouri River Basin Investigation staff appraisal. 

Sec. 3. The Secretary of the Army, out of funds appropri- 
ated for the construction of the Randall project, and not 
from funds provided by this Act, shall relocate and re- 
establish such Indian cemeteries, tribal monuments, and 
shrines. within the area taken by the condemnation actions 
referred to in section 1 of this Act as the tribal council of the 
tribe shall select and designate, with the approval of the 
Secretary of the Interior. 

Sec. 4. All of the right, title, and interest of the United 
States in the minerals that were acquired by the United States 
in the condemnation action referred to in section 1 of this 
Act are hereby reconveyed to the former owners from whom 
they were acquired by the United States, but the extraction 
and use of such minerals shall be subject to regulations of the 
Chief of Engineers, United States Army, for the protection 
of the Randall project. 

Sec. 5. Up to 60 days before the individual landowners are 
required to vacate the land, they shall have the right without 
charge to cut and remove all timber from their respective 
lands and to salvage the improvements on their respective 
lands, but if said rights are waived or not exercised within the 
time limit specified the tribe, through the tribal council, may 
exercise the right: Provided, That the salvage permitted 
by this section shall not be construed to be double compensa- 
tion. 

Sec. 6. After the Randall Dam gates are closed and the 
waters of the Missouri River impounded, the said Indian 
tribe and the members thereof shall be given permission, 
without cost, to graze stock on the land between the water 
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level of the reservoir and the boundary of the taking area. 
The said tribal council and the members of said Indian tribe 
shall be permitted to have, without cost, access to the shore- 
line of the reservoir including permission to hunt and fish in 
and on the aforesaid shoreline and reservoir, subject, how- 
ever, to regulations *governing the corresponding use by 
other citizens of the United States.* 

Src. 7. For the purposes of (1) providing substitute land 
for individual Indians whose land is within the taking area, 
(2) consolidating land holdings, and (3) eliminating fraction- 
ated heirship interests within the reservation, the Secretary 
of the Interior is authorized to purchase, with funds made 
available by such individual Indians or by the tribe, land or 
interests in land, and to sell tribal land upon request of the 
tribe, but no service charge shall be made by the United 
States. The land selected by and purchased for individual 
Indians may be either inside or outside the boundaries of the 
reservation as diminished. ‘Title to any land or interests in 
land acquired within the boundaries of the reservation shall 
be taken in the name of the United States in trust for the tribe 
or the individual Indian for whom the land is acquired, and 
title to any land or interests in land acquired outside the 
boundaries of the reservation shall be taken in the name of 
the individual for whom it is acquired. Trust titles shall be 
subject to the laws and regulations applicable to other trust 
titles within the reservation. 

For the purposes of this section, the Secretary of the Interior 
is also authorized to partition or sell individually owned land 
in which all interests are in a trust or restricted status upon 
request of the owners of a 51 percent interest in the land. 
Any such sale shall be by competitive bid, except that with 
the concurrence of the owners of a 51 percent interest in the 
land, any owner of an interest in the land, or the tribe, if 
the land is within the reservation, shall have the right to 
purchase the land within a reasonable time fixed by the 
Secretary prior to a competitive sale at not less than its ap- 
praised value. If more than one preference right is exercised, 
the sale shall be by competitive bid limited to the tribe and 
to the persons entitled to a preference. The Secretary of 
the Interior may represent for the purpose of this paragraph 
any Indian owner who is a minor, or who is non compos 
mentis and, after giving reasonable notice of the proposed 
sale by publication, may represent an Indian owner who 
cannot be located, and he may execute any title documents 
necessary to convey a marketable and recordable title. 

Nothing in this section shall be construed to diminish 
the authority to acquire, sell, or exchange land that is contain- 
tained in other provisions of law. 

Sec. 8. No part of any expenditure made by the United 
States under any or all of the provisions of this agreement 
and the subsequent acts of ratification shall be charged as an 

* The tribe wants the language between * and * to read “‘ agreed on by the tribal council and the Chief 


of Engineers, United States Army.’’ That language would leave hunting and fishing unregulated in the 
event of a failure to agree on regulations. 








i4 





THE LOWER BRULE SIOUX RESERVATION, S. DAK. 


offset or counterclaim against any tribal claim which has 
arisen under any treaty, law, or Executive order of the United 
States prior to the effective date of taking of said land as 

rovided for in section 1 hereof and the payment of Sioux 

enefits as provided for in section 17 of the said Act of 
March 2, 1889 (25 Stat. 888), as amended, shall be continued 
under the provisions of section 14 of the Indian Reorganiza- 
tion Act of June 18, 1934 (48 Stat. 984), on the basis now 
in operation without regard to the loss of tribal land within 
the taking area under the provisions of this Act. 

Src. 9. The Secretary of the Treasury, upon certification 
by the Secretary of the Interior, shall reimburse the tribe for 
fees and expenses incurred in connection with the taking 
of tribal and individual Indian lands for the Randall project; 
Provided, That such reimbursable fees and expenses do not 
exceed in the aggregate $100,000, of which not more than 
$50,000 shall be reimbursable as attorney fees. 

Sxc. 10. There is her eby authorized to be appropriated 
such sums as may be necessary for the purposes of this Act. 

Sec. 11. All funds paid to the tribe and the members 
thereof, either pursuant to this Act of pursuant to the con- 
demnation action referred to in section 1 of this Act, as direct 
or indirect damages for the lands acquired by the United 
States shall be exempt from all forms of State and Federal 
taxation. All personal property belonging to the tribe or 
members of the tribe that is located on or produced from 
the trust or restricted land within the reservation and all 
income therefrom shall be exempt from all forms of State 
and Federal taxes as long as the land remains in a trust or 
restricted status. 


DEPARTMENT OF THE ARMY ANALYSIS OF DEPARTMENT OF 
THE INTERIOR AND TRIBAL REpDRAFT OF H. R. 6074, 85TH 
ConGress, A BILL TO PROVIDE FOR THE ACQUISITION OF 
LANDS BY THE UNITED STATES REQUIRED FOR THE RESER- 
vorn CREATED BY THE CONSTRUCTION OF RANDALL Dam 
ON THE Missourt RIVER AND FOR REHABILITATION OF 
THE INDIANS OF THE LOWER BrRULE Stoux RESERVATION, 
Soutu Dakota, AND For Otuer Purposes 


Although the redraft includes no provisions for rehabilita- 
tion and seeks to recognize that the United States has 
previously acquired title to the property involved, there has 
been no change in the title of the bill. As indicated in the 
departmental report of May 15, 1957, it is recommended 
that the title be deleted and that there be substituted the 
following: 

“To provide for additional payments to the Indians of 
Lower Brule Sioux Reservation, South Dakota, whose lands 
have been acquired for the Fort Randall Dam and Reservoi: 
project, and for other purposes.”’ 





THE LOWER BRULE SIOUX RESERVATION, S. DAK. 


After sections 1 and 2 insert; 

“For THE DEPARTMENT OF THE ARMY; 

“The Department of the Army recommends deletion of 
both sections 1 and 2 above and the substitution of the follow- 
ing as section 1; 

“That the Secretary of the Treasury is authorized and 
directed to pay to the tribal council of the Lower Brule Sioux 
Reservation, South Dakota, for itself and for the benefit of 
members of the tribe, out of any money in the Treasury not 
otherwise appropriated, in settlement of all claims, rights, and 
demands of said tribe and its members arising out of the con- 
struction of the Fort Randall Dam and Reservoir project, an 
amount equal to the difference between $_________- and the 
sum paid for the taking of lands in condemnation proceedings 
entitled ‘United States of America, Plaintiff v. 7,996.62 acres 
of land ete. and Lower Brule Tribe of Sioux Indians et al, 
Defendants’, Civil No. 186, filed in the United States District 
Court for the District of South Dakota.’ 

‘““(Nore.—lIf the total amount set forth in H. R. 6074 is 
used as a basis for determining the amount to be paid over 
and above the estimate of just compensation developed by the 
Department of the Army, the amount to be inserted in the 
blank space above would be $1,497,397.29 with the additional 
sum authorized by statute $1,226,786.64.)” 

1. It is submitted that the proposed amendment has the 
advantage of establishing a total amount to be paid and that 
it thereafter makes no difference whether there is a trial or 
stipulated settlement in the pending condemnation proceed- 
ings. Under the tribal and Department of the Interior pro- 
posal, it would be necessary first to either settle the pending 
proceedings, or know how much has been awarded in the con- 
demnation proceedings, before filling in the amount of the 
second phase of added compensation. 

2. In addition section 2 would set up separately a sum 
representing “indirect damages’, which, being indefinite 
and intangible, are not susceptible of accurate determina- 
tion. Since so-called indirect damages are found to some 
degree in all governmental acquisitions, the Department of 
the Army believes it would be in the national interest that, 
if the committee favorably considers payments to the Indians 
over and above just compensation, they should not be 
characterized as being for any particular item and should be 
in satisfaction of all claims that the tribe and the individual 
Indians involved may have in connection with the taking of 
any of their lands for the project. 

After section 3 insert: 

“(Notr.—The Department of the Army agrees in the 
objective of this section but states that it is unnecessary, 
and therefore should be deleted, as the relocations con- 
templated have been accomplished. )”’ 
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After section 4 insert: 


“For THE DEPARTMENT OF THE ARMY: 


“Oil and gas rights were reserved to the Indians in the 
condemnation proceedings, subordinate only to the right of 
use by the United States as required by the Fort Randall 
Dam and Reservoir project, which is the same reservation 
allowed to any other owners whose property was acquired 
for the project. 

“Should the committee determine it to be in the public 
interest for the Indians to possess all mineral rights instead 
of oi] and gas alone, there must be a revestment of mineral 
rights previously taken in the condemnation proceedings and 
the Department of the Army suggests that, instead of 
accomplishing a reconveyance by the Act, the legislation 
authorize the revestment as follows: 

““ «The Secretary of the Army shall revest or cause to be 
revested in the former owner all of the right, title, and 
interest of the United States in minerals acquired through 
the condemnation proceedings referred to in section 1 of 
this Act; but the exploration, exploitation, and development 
of the minerals, including oil and gas, shall be subject to all 
reasonable regulations which may “be imposed by the Secre- 
tary of the Army for the protection of the Fort Randall 
Dam and Reservoir project.’ 

“(Notrre.—To the extent that the same principle is in- 
volved, the above recommended language is identical with 
the language agreed upon among the Standing Rock Sioux 
Tribe, the Department of the Interior, and the Department 
of the Army in connection with the proposed amendments 
to H. R. 6075, Amendment No. 10, page 6 of Committee 
Print No. 21-A.)”’ 

After section 5 insert: 

“For THE DEPARTMENT OF THE ARMY: 

“The landowners involved have heretofore vacated the 
land and, the Department of the Army believes, removed 
such improvements and timber as they desired. If the 
committee favorably approves the principle of allowing the 
Indians to retain timber and salvaged i improvements w ithout 
payment therefor, and to allow further removal of timber 
consistent with project progress, it is suggested that the 
section be revised to read: 

‘“* ‘Sec. 5. Individual former owners shall have the right, 
without charge, prior to September 30, 1958, to cut and 
remove all timber and salvage any remaining improvements 
on the respective lands acquired from them under condemna- 
tion proceedings referred to in section 1 hereof; but if said 
rights are waived or not exercised by September 30, 1958, 
the tribe, through the tribal council, may, prior to January a 
1959, exercise the rights. The Sec retary of the Army shall 
permit the individual Indians and the tribe to retain timber 
and improvements previously removed from the lands ac- 
quired in the aforementioned condemnation proceedings 
without charge therefor: Provided, That the salvage pre- 
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viously accomplished or permitted by this section shall not be 
construed to be double compensation.’ ”’ 

After section 6 insert: 

“For THE DEPARTMENT OF THE ARMY: 

“While the Department of the Army has not acquired any 
lands for the Big Bend Dam and Reservoir project, South 
Dakota, it is possible that the privileges proposed to be 
granted by this section might involve lands of the Big Bend 
project. If the committee determines it to be in the public 
interest to permit grazing, hunting, and fishing by the 
Indians, the Department of the Army would have no objec- 
tion to the language proposed by the Department of the 
Interior if the section is modified to assure that there is no 
claim for future interference with or limitation of grazing, 
hunting and fishing by reason of the Big Bend Dam and 
Reservoir. To accomplish this it is suggested that the 
following be added to section 6: 

“ “Provided, however, That the permission granted by this 
section shall not be construed to create any right which, if 
interfered with or limited as required by an authorized 
flood control project, would entitle the Tribe or its members 
to compensation therefor.’ ”’ 

After section 7 insert: 

“The Department of the Army has no comment on this 
section.” 

After section 8 insert: 

“The Department of the Army has no comment on this 
section.” 

After section 9 insert: 

“The Department of the Army agrees in the language but 
expresses no view as to the dollar figures.” 

After section 10 insert: 

“The Department of the Army agrees.” 

After section 11 insert: 

“The Department of the Army has no comment on this 
section.”’ 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 12663. 
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TEMPORARY EXTENSION OF USE OF DUAL RATES BY 
STEAMSHIP CONFERENCES 


JuNnE 30, 1958.—Committed to the Committee of the Whole House on the state 
of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. R. 12751] 


The Committee on Merchant Marine and Fisheries to whom was 
referred the bill (H. R. 12751) to amend the Shipping Act, 1916; 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill H. R. 12751 would amend section 14 of the Shipping Act, 


1916, to provide that nothing in that act shall be construed to forbid 
or make unlawful any dual-rate contract arrangement in effect at the 
time of enactment by members of a steamship conference organized 
under an agreement approved under section 15 of the act by the 
Federal Maritime Board. 

The term ‘“dual-rate contract arrangement” as used in the bill 
means a practice whereby a conference establishes tariffs of rates at 
two levels, the lower of which is charged to shippers who agree to 
ship their cargoes on vessels of members of the conference exclusively 
and the higher of which is charged to those who do not. 

This bill would become effective immediately upon enactment, and 
would continue in effect only until June 30, 1960. This is interim 
legislation to provide a reasonable time for thorough study of the entire 
operation of steamship conferences and their practices, the first in 
44 years. 

It is not the intent of the committee to circumvent the recent 
ruling of the Supreme Court in the Isbrandtsen case, since the Court 
in that instance decided the question before it on the very narrow 
grounds on which it was taut. The majority opinion did not set 
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aside the dual-rate system, nor conferences as such, but merely stated 
that it decided as it did: 


* * * in view of the fact that in the present case the dual- 
rate system was instituted for the purpose of curtailing 
Isbrandtsen’s competition. 

This consideration, moreover, is particularly compelling in 
light of our present holding. Since, as we hold, section 14 
third strikes down dual-rate systems only where they are em- 
ployed as predatory devices, * * *. 


BACKGROUND OF THE BILL 


For years steamship companies have used the conference system as 
a method of setting rates within specified areas. These steamship 
conferences have in a great part operated on the dual-rate system 
whereby shippers who would contract to have conference lines carry 
all of their cargoes were granted a rate which was lower than that 
given to the occasional shipper who did not ship exclusively on 
conference ships. This mode of operation was used by more than 60 
conferences, composed of innumerable steamship lines serving this 
country and had served the shipper by setting a specific rate for 
certain cargoes so that shippers would at all times know the basic 
rates to be paid and could set their competitive prices dt a figure 
based on the known rate. 

There were numerous steamship lines which operated independently 
of conferences and set their rates to secure fair profit on their invest- 
ment. These independents had operated in direct competition with 
the conferences and had always opposed the conferences and their 
dual-rate system, claiming them to be unlawful. In that respect, it 
might be noted that the conference system and the resulting dual-rate 
contracts were not in violation of the antitrust law, being exempted 
by the Shipping Act of 1916. This question of legality of the confer- 
ence system had repeatedly arisen before the Federal Maritime Board 
and before courts, and had been upheld until the present Supreme 
Court decision. 

The Alexander committee, whose report to the Congress, submitted 
in 1914, brought about the Shipping Act of 1916, was the last time 
that exhaustive study had been devoted to this question. The intent 
of H. R. 12751 is to defer the impact of the Court decision so that 
this question and the problems arising thereunder may be given 
careful study and the committee may develop legislation to modernize 
practices which appear to need change. 

The committee hearings brought out evidence to the effect that the 
conferences, as a sane rule, fad attempted to give regular point- 
to-point service and for this service expected to earn a fair margin 
of profit. Their rates, whether or not a particular conference used 
the dual-rate system, were based on this factor of regular service. 
It is axiomatic that the shipping business, like every other business, 
has its peaks and valleys, and in order to obtain a fair return their 
rates were set with these factors in mind. The independents operated 
in areas where there was greatest need of their service at a particular 
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time and they could thereby grant a lower freight rate. This factor 
was based on their usual custom of not maintaining regular service 
nor bringing their ships into a run when there was not sufficient busi- 
ness for them. Differing concepts of service of the two groups has 
been a bone of contention between the conferences and the inde- 
pendents since the inception of the conference system. 

Shippers, both large and small, and in great numbers, either ap- 
peared at the hearings or submitted statements supporting the dual- 
rate system or the conference system as a whole, since that would 
tend to provide regular service and a stable basic freight rate upon 
which delivered prices for goods could be based. It goes without 
saying that an occasional shipper could in all probability ship under 
certain circumstances at a lower rate than that which would have 
been granted a contract shipper under the dual-rate system. 

The General Services Administration favors the proposed legislation 
and recommends that it be enacted into law. 

It will be noted that the Department of Justice which has on 
numerous occasions fought the dual-rate system on strictly legal 
grounds, offers this suggestion in its letter to the committee: 


In considering whether or not to overturn Isbrandtsen, 
Congress should have the benefit of a full-scale study of the 
Shipping Act, 1916, and particularly the operations of dual- 
rate systems. To enable such study, involving a delicate 
balance of complex factors, Congress may well deem it advis- 
able—for the interim—to suspend effectiveness of the recent 
Isbrandtsen decision. 

We suggest that if Congress determines that such a freez- 
ing of the prior status quo is appropriate, the bill should 
expressly provide for that full-se - study of the operation 
of the duel-1éee system, which some of its sponsors have indi- 
cated the bill envisions. Further, the committee making 
such study might well.report its recommendations with re- 
spect to permanent legislation by January 390, 1960, in order 
to give Congress an adequate opportunity to act thereon 
before the 2-year period expires. 

The Department of Agriculture, who along with the Department 
of Justice, appeared in the Isbrandtsen case, has submitted no 
departmental report on this proposed legislation. However, Martin 
J. Hudtloff, Director, Transportation and Storage Services Division, 
Commodity Stabilization Service, appeared before the committee 
and stated that his department, which handles all shipments of this 
type, was eminently satisfied with the dual-rate system and that 
they had been furnished regular, efficient service upon which all 
dependence could be placed. Mr. Hudtloff stated further that the 
department had never been required to sign an exclusive contract 
with any conference using the dual-rate system, but at the same 
time had always been granted the lower rate for its shipments. 

The committee urges prompt enactment of this bill in order that 
stability may be maintained in the steamship industry during the 

eriod necessary for a complete study of the conference system. It 
is the intention of the committee to institute such a study as soon as 
present business permits. 
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Unitep States DEPARTMENT OF JUSTICE, 
OrFrice oF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., June 11, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuatrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 12751) to 
amend the Shipping Act, 1916. 

H. R. 12751 is an interim measure whose effectiveness would cease 
on June 30, 1960. It would amend section 14 of the Shipping Act, 
1916, to provide that nothing therein shall make unlawful any dual- 
rate system in use on the effective date of the amendment by the 
members of a conference which is organized under an agreement 
approved under section 15 of the act by the Federal Maritime Board 
unless and until such Board disapproves, cancels, or modifies such 
arrangement in accordance with the standards set forth in the section. 
The provision thus would validate for the next 2 years any dual-rate 
system then in use by members of a conference operating under an 
approved agreement, whether or not such system previously had been 
approved by the Board. 

The bill was occasioned by the recent decision of the Supreme 
Court in Federal Maritime Board, et al. v. Isbrandtsen Company, Inc., 
United States of America and Secretary of Agriculture (Nos. 73, 74, 
October Term, 1957, decided May 19, 1958). The Court there held 
that a proposed dual-rate system of the Japan-Atlantic and Gulf 
Freight Conference, under which shippers who signed exclusive 
patronage contracts with the conference would pay 9% percent less for 
the same service than shippers who did not sign such contracts, 
violated section 14 third of the Shipping Act, 1916 (46 U.S. C. 812). 
That section provides that no common carrier by water ‘“‘shall, directly 
or indirectly * * * [rjetaliate against any shipper by refusing, or 
threatening to refuse, space accommodations when such are available, 
or resort to other discriminating or unfair methods, because such 
shipper has patronized any other carrier or has filed & complaint 
charging unfair treatment, or for any other reason.’’ The Supreme 
Court held that a dual-rate system which i is ‘designed to destroy the 
competition of indepe yndent carriers’’ or ‘‘to stifle ‘outside competi- 
tion, ” or which is “employed as [a] predatory device[s],” constitutes a 

“resort to other discriminating or unfair methods’’ in violation of 
section 14 third. 

For more than a decade the Department of Justice has challenged 
the legality of the dual-rate system in the courts and before the 
Federal Maritime Board and its predec essor agency, the United States 
Maritime Commission. In our view, the system is inconsistent with 
the basic tenets of antitrust philosophy because it allows a group of 
businessmen concertedly to employ a coercive and discriminatory rate 
device which is designed to drive nonmembers of the combine out of 
the trade, or seriously to weaken their competive position. Initially, 
the Department proceeded against the system under the Sherman Act, 
but the Supreme Court held that such suit could not be maintained 
because the validity of the dual-rate system was a matter within the 
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primary jurisdiction of the Federal Maritime Board (Far East Con- 
ference v. United States, 342 U. S. 570). Subsequently, the Depart- 
ment participated in several lengthy proceedings before the Board in 
which the validity of the system under the Shipping Act, 1916, was 
litigated, including the lahesediaen case recently decided by the 
Supreme Court. 

In considering whether or not to overturn Isbrandtsen, Congress 
could have the benefit of a full-scale study of the Shipping Act, 1916 
and particularly the operations of dual-rate systems. To enable such 
study, involving a delicate balance of complex factors, Congress may 
well deem it advisable—for the interim—to suspend effectiveness of 
the recent Isbrandtsen decision. 

We suggest that if Congress determines that such a freezing of the 
prior status quo is appropriate, the bill should expressly provide for 
that full-scale study of the operation of the dual-rate system, which 
some of its sponsors have indicated the bill envisions. Further, the 
committee making such study might well report its recommendation 
with respect to permanent legislation by January 30, 1960, in order to 
give Congress an adequate opportunity to act thereon before the 2-year 
period expires. 

We further note that H. R. 12751 goes beyond merely restoring the 
situation as it existed prior to the Suanaine Court decision. In an 
earlier stage of this litigation, the Court of Appeals for the District of 
Columbia Circuit held in January 1954 that section 15 of the Shipping 
Act, 1916, “‘makes it illegal to institute the dual-rate system’’ wiles 
prior approval of that system by the Federal Maritime Board (Js- 
brandtsen Co. v. United States, 211 F. 2d 51, certiorari denied, 347 U. 
S. 990.)' H. R. 12751, however, would validate any existing dual- 
rate arrangement, whether or not it had been approved by the Board, 
unless onl until the Board disapproves, cancels, or modifies such 
arrangement. There are a number of conferences which now employ 
a dual-rate system that has not been expressly approved by the 
Board. The bill would permit these conferences to continue to use 
their unapproved systems, even though they have been on notice for 
more than 4 years that such unapproved systems are illegal, and even 
though such systems would have been illegal even if the Supreme 
Court decision had gone the other way. owever, in view of our 
having been advised that it is administratively not feasible for the 
Board to act on all of the as yet unapproved dual-rate arrangements 
in the next 2 years, the Department interposes no objection to this 
provision of the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
LawRENCE E. WaALsH, 
Deputy Attorney General. 


| This holding was followed in Piver Plate and Brazil Conferences v. Pressed Steel Car Company (124 F . 


Supp. 88 (8. D. N. Y.), and Pacific Westbound Conference v. Leval & Co., (201 Oreg. 390, 269 P. 2d 541, cer- 
tiorari denied, 348 U. S. 897) 
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GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., June 19, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHarrMAn: This is in reply to your letter of June 3, 
1958, requesting our views and recommendations on H. R. 12751, a 
bill to amend the Shipping Act of 1916. 

The proposed legislation does not, directly, affect General Services 
Administration as a shipper, since the Government does not enter 
into special contract agreements with the various conferences. In- 
directly however, this agency enjoys the lower published conference 
rates, either by courtesy or tariff authority. 

It is our understanding that H. R. 12751 is intended to provide 
that current practices of the shipping conferences may be continued 
for a period of 2 years, pending further consideration by Congress 
in order to avoid a chaotic rate situation which might result immedi- 
ately from a recent decision of the Supreme Court. 

In terms of the foregoing, this agency favors the proposed legisla- 
tion and recommends that it be enacted into law. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
FRANKLIN FLOETE, 
Administrator. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 16, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHatrman: Your request for comment on H. R. 
12751, a bill to amend the Shipping Act, 1916, has been assigned 
to this Department by the Secretary of Defense for the preparation 
of a report thereon expressing the views of the Department of Defense. 

The purpose of this bill is to permit until June 30, 1960, dual-rate 
contract arrangements whereby a shipper of goods enjoys a reduced 
rate if he agrees to ship his goods exclusively with conference members. 
As the impact of this legislation upon the Department of Defense is 
deemed insignificant, the Department of the Navy on behalf of the 
Department of Defense defers to the views of those executive agencies 
more directly concerned. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no obecjtion to the submission of this report on 
H. R. 12751 to the Congress. 

Sincerely yours, 
R. Y. McEtroy, 
Captain, United States Navy, 
Deputy Director, Legislative Liaison, 
(For the Secretary of the Navy). 








SUPREME COURT OF THE UNITED STATES 
Nos. 73 AND 74.—OcToBER TERM, 1957. 


Federal Maritime Board, Petitioner, 
73 v. 


Isbrandtsen Company, Inc., United 
States of America and Secretary 
of Agriculture. On Writs of Certio- 


rari to the United 
Japan-Atlantic and Gulf Freight| States Court of 


Conference; Mitsui Steamship/ Appeals for the 


Co., Ltd., et al. District of Co- 
74 v. lumbia Circuit. 
United States of America, Federal 

Maritime Board, Isbrandtsen 

Company, Inc., and Ezra Taft 

Benson, Secretary of Agriculture. 


[May 19, 1958.] 


Mr. Justice BRENNAN delivered the opinion of the 
Court. 


The Isbrandtsen Co., Inc., filed a petition in the United 
States Court of Appeals for the District of Columbia Cir- 
cuit to review, under 5 U.S. C. §-1034, an order of the 
Federal Maritime Board’ approving a rate system pro- 
posed by the Japan-Atlantic and Gulf Freight Confer- 
ence (the Conference).*? Under the proposed system a 


14 F. M. B. 706. The Federal Maritime Board and its predeces- 
sors are hereinafter referred to as “the Board.” Its predecessors were 
the United States Shipping Board (1916 to 1933) ; the United States 
Shipping Board Bureau in the Department of Commerce (1933 to 
1936) ; and United States Maritime Commission (1936 to 1950). 

*The Federal Maritime Board was named a respondent in Is- 
brandtsen’s petition. The United States was also named as statutory 
respondent pursuant to 5 U. S. C. § 1034 but, appearing by the 
Department of Justice, joined Isbrandtsen in attacking the Board 
order. The Secretary of Agriculture intervened and joined in the 


7 
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shipper would pay less than regular freight rates for the 
same service if he signs an exclusive-patronage contract 
with the Conference. Contract rates would be set at 
levels 914 percent below noncontract rates. The Court 
of Appeals* set aside the Board’s order on the ground 
that this system of dual rates was illegal per se under 
§ 14 of the Shipping Act, 1916, 39 Stat. 733, as amended, 
46 U. S. C. §812 Third. We granted certiorari. 353 
U. 8. 908. 


Justice Department’s brief. The Conference intervened by leave 
of the court. The same parties are before this Court. 

$99 U.S. App. D. C.'312, 239 F. 2d 933. 

* Section 14 provides: 

“No common carrier by water shall, directly or indirectly, in respect 
to the transportation by water of passengers or property between a 
port of a State, Territory, District, or possession of the United States 
and any other such port or a port of a foreign country— 

“First. Pay or allow, or enter into any combination, agreement, 
or understanding, express or implied, to pay or allow a deferred rebate 
to any shipper. The term ‘deferred rebate’ in this chapter means a 
return of any portion of the freight money by a carrier to any shipper 
as a consideration for the giving of all or any portion of his shipments 
to the same or any other carrier, or for any other purpose, the pay- 
ment of which is deferred beyond the completion of the service for 
which it is paid, and is made only if, during both the period for which 
computed and the period of deferment, the shipper has complied 
with the terms of the rebate agreement or arrangement. 

“Second. Use a fighting ship either separately or in conjunction 
with any other carrier, through agreement or otherwise. The term 
‘fighting ship’ in this chapter means a vessel used in a particular trade 
by a carrier or group of carriers for the purpose of excluding, pre- 
venting, or reducing competition by driving another carrier out of 
said trade. 

“Third. Retaliate against any shipper by refusing, or threatening 
to. refuse, space accommodations when such are available, or resort 
to other discriminating or unfair methods, because such shipper has 
patronized any other carrier or has filed a complaint charging unfair 
treatment, or for any other reason. 

“Fourth. Make any unfair or unjustly discriminatory contract 
with any shipper based on the volume of freight offered, or unfairly 
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The Conference is a voluntary association of 17 com- 
mon carriers by water serving the inbound trade from 
Japan, Korea, and Okinawa to ports on the United States 
Atlantic and Gulf Coasts. Five of the carriers are Amer- 
ican lines, eight are Japanese, and four are of other 
nationalities. The Conference presently operates under 
a Board approved Conference Agreement made in 1934. 
Prior to World War II, the Conference had no direct liner 
competition and little tramp competition. 

After the war, Isbrandtsen entered the trade as the 
sole non-Conference line maintaining a regular berth 
service in the Japan-Atlantic trade. From 1947 to early 
1949, Isbrandtsen operated from Japan to Atlantic Coast 
ports via the Suez Canal. - Since 1949 Isbrandtsen has 
operated an approximately fortnightly service from Japan 
to United States Atlantic Coast ports via the Panama 
Canal as part of its Eastbound, Round-the-World 
Service.® 

Although Conference membership is open to any com- 
mon carrier regularly operating in the trade, Isbrandtsen 
has refused to join. Isbrandtsen’s practice, between 1947 
and March 12, 1953, was to maintain rates at approxi- 
mately 10 percent below the corresponding Conference 
rates. The general understanding of shippers and car- 
riers in the trade was that Isbrandtsen underquoted Con- 
ference rates by 10 percent. This practice of under- 


treat or unjustly discriminate against any shipper in the matter 
of (a) cargo space accommodations or other facilities, due regard 
being had for the proper loading of the vessel and the available ton- 
nage; (b) the loading and landing of freight in proper condition; 
or (c) the adjustment and settlement of claims. 

“Any carrier who violates any provision of this section shall be 
guilty of a misdemeanor punishable by a fine of not more than 
$25,000 for each offense.” 

5 Isbrandtsen’s vessels are not equipped with refrigerated space 
or silkrooms, as are many of the Conference vessels, and do not com- 
pete for cargoes requiring these facilities. 


H. Rept. 2055 O, 85-2——2 
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cutting Conference rates during the years 1950, 1951, and 
1952, captured for Isbrandtsen 30 percent of the total 
cargo in the trade although Isbrandtsen provided only 
11 percent of the sailings.° 

Since outbound tonnage from the United States exceeds 
the inbound tonnage, the Japan-Atlantic and Gulf trade 
is presently over-tonnaged, and both Isbrandtsen and 
Conference vessels have had substantial unused cargo 
space after loading cargoes in Japan. Total sailings in 
the trade rose from 109 in 1949 to more than 300 in 1953. 
(Cf. Note 6, supra.) The re-entry of the Japanese lines 
in the trade after World War II, four in 1951 and four in 
1952, greatly contributed to the excess of tonnage. For 
the years 1951, 1952, and the first 6 months of 1953, the 
Japanese lines carried approximately 15 percent, 49 per- 
cént, and 66 percent, respectively, of the trade’s total 
liner cargo. For the years 1950, 1951, 1952, and the 
first 6 months of 1953, American flag lines, including 
Isbrandtsen but excluding two others, carried 53 percent, 
46 percent, 34 percent, and 21 percent respectively. 

When, in late 1952, Isbrandtsen announced a plan to 
increase sailings from two to three or four sailings a 
month, the Conference foresaw a further increase in 


*The comparative sailings and carryings are indicated in the 
following table: 


| Cargo carried (revenue Average carry-| Percentage of 
Number of sailings tons) i 




















ngs per total liner 
sailings cargo 
Calendar |_ aa -_ 
year 
- Is- | Is- Is- 
brandt-| Conf. |Total |brandt-| Conf. Total | brandt-| Conf. | brandt-} Conf. 
sen sen sen sen 
1949... __ 6 103 109 | 18,009 | 135,635 | 153, 734 3,016 | 1,317 12 Be 
1950...._. 21 | °137 | 158 |120,381 | 220,820 | 350,210 | 5,780 | 1,678 34 66 
1051...... 21 174 195 | 93,450 | 219,343 | 312,783 | 4,450 | 1, 261 30 70 
SR. ste 24 221 245 | 98,834 | 281,308 | 380,142 | 4,118 | 1,273 % 74 
1953 — 6 


months. 12 153 | 165 | 37,308 | 180, 503 | 226,811 | 3,100 | 1,230 16 B4 
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Isbrandtsen’s participation which, because of the na- 
tionalistic preference of Japanese shippers, would prob- 
ably be at the expense of the non-Japanese Conference 
lines. To meet this outside competition the Conference 
first attempted, in November of 1952, a 10 percent reduc- 
tion in rates, but Isbrandtsen answered with a reduction 
of its rates 10 percent under the Conference rates.. 

On December 24, 1952, the Conference proposed the 
dual-rate system and filed its plan with the Board as 
required by the Board’s General Order 76, 46 CFR 
§ 236.3, which permitted proposed rate changes to become 
effective after 30 days unless postponed by the Board on 
its own motion or on the protest of interested persons. 
Protests were filed by Isbrandtsen and the Department 
of Justice. The Secretary of Agriculture intervened as 
an interested commercial shipper opposed to the proposal. 
On January 21, 1953, the Board ordered a hearing on the 
protests but refused, pending the Board’s determina- 
tion, to suspend operations of the dual-rate system. 
Isbrandtsen, therefore, filed a petition in the United 
States Court of Appeals for the District of Columbia 
Circuit for a stay of the Board’s order insofar as it author- 
ized the Conference to institute the dual-rate system. 
The court announced on February 3, 1953, that the 
Board’s order would be stayed and the stay was entered 
on March 23, 1953.’ 

The Conference response to the stay was to open rates 
to allow each line to fix its own rates. At a meeting on 
March 12, 1953, the Conference voted to open Confer- 
ence rates on 10 of the major commodities moving in the 
trade. The action was primarily directed at Isbrandt- 


7On January 21, 1954, the Court of Appeals handed down its final 
decision holding that § 15 of the Shipping Act required the Board to 
hold a hearing on the proposed dual-rate system before approval. 
93 U.S. App. D. C. 293, 211 F. 2d 51. 
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sen’s competition; the Board found that “it was hoped 
that the rate war would lead to Isbrandtsen’s joining the 
Conference or to the institution of the dual rate system 
or other system.” On succeeding dates in the spring of 
that year, the Conference opened rates on most of the 
major items in the trade. In the resulting rate war, the 
level of rates dropped to about 80 percent and later to 
about 30 percent to 40 percent of the pre-March 12 rates. 
In some instances, rates fell below handling costs. 
Isbrandtsen attempted to keep on a competitive basis in 
the rate war but, when pegging of minimum rates in 
May did not improve its position, in July it set its rates 
at 50 percent of the pre-March 12 Conference rates. 
Since that date, Isbrandtsen has carried little cargo in 
the trade. Meanwhile the Board proceeded with the 
hearing and issued its report on December 14, 1955, fol- 
lowed on December 21, 1955, and January 11, 1956, by 
orders approving the proposed dual-rate system. The 
question for our decision is whether the Court of Appeals 
correctly set aside the Board’s orders. 

It has long been almost universal practice for American 
and foreign steamship lines engaging in ocean commerce 
to operate under conference arrangements and agree- 
ments. At least by 1913 it was recognized that such 
agreements might run counter to the policy of the anti- 
trust laws; several cases were pending against foreign 
and domestic water carriers for alleged violations of the 
Sherman Act. The House Committee on M*’rchant 
Marine and Fisheries of the 62d Congress, of which com- 
mittee Representative J. W. Alexander was Chairman, 
undertook an exhaustive inquiry into the practices of 
shipping conferences. The work of this Committee is 


® The Board did modify the exclusive-patronage contracts to delete 
from their coverage refrigerated cargoes for which Ishrandtsen did 
not compete. 
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set forth in two volumes of hearings,’ a volume of ‘diplo- 
matic and consular reports, and a fourth volume contain- 
ing the Committee’s report, known as the Alexander 
Report.*° Contemporaneously a British inquiry was 
conducted by the Royal Commission on Shipping Rings. 
The Royal Commission’s report. was available to the 
House Committee and was considered by it in formulat- 
ing recommended legislation. See Hearings, 369. 

Both inquiries brought to light a number of predatory 
practices by shipping conferences designed to give the 
conferences monopolies upon particular trades by fore- 
stalling outside competition and driving out all outsiders 
attempting to compete. The crudest form of predatory 
practice was the fighting ship. The conference would 
select a suitable steamer from among its lines to sail on 
the same days and between the same ports as the non- 
member vessel, reducing the regular rates low enough to 
capture the trade from the outsider. The expenses and 
losses from the lower rates were shared by the members 
of the conference. The competitor by this means was 
caused to exhaust its resources and withdraw from 
competition. 

More sophisticated practices depended upon a tie 
between the conference and the shipper. The most 
widely used tie, because the most effective, was the sys- 
tem of deferred rebates. Under this system a shipper 
signed a contract with the conference exclusively to 
patronize its steamers, and if he did so during the contract 
term, and for a designated period thereafter, a rebate of 
a certain percentage of his freight payments was made to 
him at the end of the latter period. In this way, the 
shipper was under constant obligation to give his patron- 


® Proceedings of the Committee on the Merchant Marine and 
Fisheries in the Investigation of Shipping Combinations under House 
Resolution 587, Hearings, 62d Cong. (Hereinafter “Ffearings.”) 

10H. R. Doc. No. 805, 63d Cong., 2d Sess. (Hereinafter “Report.”) 
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age exclusively to the conference lines or suffer the loss 
of the rebate, which often amounted to a considerable 
sum. 

But the Alexander Committee also found evidence of 
other predatory practices. Shippers who patronized out- 
side competitors were denied accommodations for future 
shipments even at full rates of freight, or were discrimi- 
nated against in the matter of lighterage and other 
services. Outside competition was also met by dual-rate 
contracts, by contracts with large shippers at lower rates 
for volume shipments, and by contracts with American 
railroads giving conference vessels preference in the han- 
dling of cargoes at the docks, and delivering through ship- 
ments of freight to conference vessels. Report, 287-293. 

The Alexander Committee recommended against a flat 
prohibition of shipping combinations because it found 
that the restoration of unrestricted competition among 
carriers would operate against the public interest by 
depriving American shippers of desirable advantages of 
conference arrangements honestly and fairly conducted. 
The Committee mentioned advantages such as “greater 
regularity and frequency of service, stability and uni- 
formity of rates, economy in the cost of service, better 
distribution of sailings, maintenance of American and 
European rates to foreign markets on a parity, and equal 
treatment of shippers through elimination of secret 
arrangements and underhanded methods of discrimina- 
tion.” IJd., at 416. The Committee believed that these 
advantages could be preserved “only by permitting the 
several lines in any given trade to cooperate through some 
form of rate and pooling arrangement under Government 
supervision and control,” ibid., and further “that the dis- 
advantages and abuses connected with steamship agree- 
ments and conferences as now conducted are inherent, 
and can only be eliminated by effective government con- 
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trol; and it is such control that the Committee recom- 
mends as the means of preserving to American exporters 
and importers the advantages enumerated, and of pre- 
venting the abuses complained of.” Jd., at 418. 

In passing the Shipping Act of 1916, 39 Stat. 733, as 
amended, 46 U.S. C. § 812 Third, Congress followed the 
basic recommendations of the Alexander Committee.” 
The Act does not forbid shipping conferences in foreign 
commerce~but requires all conference agreements cover- 
ing the subjects mentioned in § 15 to be submitted for 
Board approval.’* No power to fix rates is granted to 


1H. R. Rep. No. 659, 64th Cong., Ist Sess. 27; see S. Rep. No. 
625, 64th Cong., Ist Sess. 7. The Alexander Report was submitted in 
1914 to the 63d Congress and a bill to carry out its recommendations 
was introduced but not passed. H. R. 17328, 63d Cong., 2d Sess. 
In the following Congress substantially the same bill was reintroduced, 
H. R. 15455, 64th Cong., Ist Sess., and became the Shipping Act of 
1916. 

12 Section 15 provides: 

«‘Every common carrier by water, or other person subject to this 
chapter, shall file immediately with the Federal Maritime Board a 
true copy, or, if oral, a true and complete memorandum, of every 
agreement, with another such carrier or other person subject to this 
chapter, or modification or cancellation thereof, to which it may be a 
party or conform in whole or in part, fixing or regulating transporta- 
tion rates or fares; giving or receiving special rates, accommodations, 
or other special privileges or advantages; controlling, regulating, 
preventing, or destroying competition; pooling or apportioning earn- 
ings, losses, or traffic; allotting ports or restricting or otherwise regu- 
lating the number and character of sailings between ports; limiting 
or regulating in any way the volume or character of freight or pas- 
senger traffic to be carried; or in any manner providing for an 
exclusive, preferential, or cooperative working arrangement. The 
term ‘agreement’ in this section includes understandings, conferences, 
and other arrangements. 

“Tha Board may by order disapprove, cancel, or modify any 
agreement, or any modification or cancellation thereof, whether or 
not previously approved by it, that it finds to be unjustly discrimina- 
tory or unfair as between carriers, shippers, exporters, importers, 
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the Board. Subject to familiar limitations, the power 
vested in the Board is to approve agreements not found 
to be unjustly or unfairly discriminatory in violation of 
$§16 and 17 or otherwise in violation of the Act. 
Approved agreements are exempted from the antitrust 
laws. 

But it must be emphasized that the freedom allowed 
conference members to agree upon terms of competition 
subject to Board approval is limited to the freedom to 
agree upon terms regulating competition among them- 
selves. The Congress in § 14 has flatly prohibited prac- 
tices of conferences which have the purpose and effect of 
stifling the competition of independent carriers. Thus 
the deferred rebate system (§ 14 First) and the fighting 
ship (§ 14 Second) are specifically outlawed. Similarly, 
§ 14 Third prohibits another practice, common in 1913: 
to “[r]etaliate against any shipper by refusing . . . space 
accommodations when such are available... .”; that 
prohibition, moreover, is enlarged to condemn retaliation 
not only when taken “because such shipper has patronized 
any other carrier” but also when taken because the 
shipper “has filed a complaint charging unfair treatment, 
or for any other reason.” (Emphasis added.) 

But in addition to these specifically proscribed abuses, 
Congress, as previously noted, was aware that other 
devices—some known but not so widely used, and others 
that might be contrived—might be employed to achieve 
the same results. Therefore, coordinate with these three 
clauses aimed at specific practices, a fourth category, 


or ports, or between exporters from the United States and their 
foreign competitiors or to operate to the detriment of the commerce 
of the United States, or to be in violation of this chapter, and shall 
approve all other agreements, modifications, or cancellations. 


“Every agreement, modification, or cancellation lawful under 
this section shall be excepted from the provisions of the [Antitrust 
Acts] ....” 39 Stat. 733, as amended, 46 U.S.C. § 814. 
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couched in general language, was added: “resort to other 
discriminating or unfair methods ... .” In the context 
of § 14 this clause must be construed as constituting a 
catch-all section by which Congress meant to prohibit 
other devices not specifically enumerated but’ similar in 
purpose and effect to those barred by § 14 First, Second, 
and the “retaliate” clause of § 14 Third. 

The reason the “resort to” clause was added to the 
statute as an independent prohibition of practices de- 
signed to stifle outside competition is revealed in the 
Alexander Report. From: information contained in the 
Report of the British Royal Commission and a communi- 
cation from a major New York carrier organization, the 
Alexander Committee was aware that the outlawing of 
the deferred-rebate system would lead conferences to 
adopt a contract system to accomplish the same result. 
The British Royal Commission believed that ties to 
shippers were justified and that the abuses of the deferred- 
rebate system should be tolerated in the interest of 
achieving a strong conference system. Hearings, 369- 
381. However, the Alexander Committee, and the Con- 
gress in adopting the Committee’s proposals, reached a 
different conclusion. Congress was unwilling to tolerate 
methods involving ties between conferences and shippers 
designed to stifle independent carrier competition. Thus 
Congress struck the balance by allowing conference 
arrangements passing muster under §§ 15, 16, and 17 
limiting competition among the conference members 
while flatly outlawing conference practices designed to 
destroy the competition of independent carriers.”* Ties 


13 Both the section which became § 14 Third and the section which 
became § 15, as originally proposed, used the language “discriminat- 
ing or unfair.” H. R. 17328, 63d Cong., 2d Sess. The bill which 
became the Shipping Act, H. R. 15455, 64th Cong., Ist Sess., sub- 
stituted “unjustly discriminatory or unfair” in § 15 but left untouched 
“discriminatory or unfair” in § 14 Third. 


H. Rept. 2055 0, 85-2———-3 
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to shippers not designed to have the effect of stifling out- 
side competition are not made unlawful. Whether a 
particular tie is designed to have the effect of stifling 
outside competition is a question for the Board in the 
first instance to determine. 

Since the Board found that the dual-rate contract of 
the Conference was “a necessary competitive measure to 
offset the effect of non-conference competition” required 
“to meet the competition of Isbrandtsen in order to 
obtain for its members a greater participation in the 
cargo moving in the trade,” * it follows that the contract 
was a “resort to other discriminating or unfair methods” 
to stifle outside competition in violation of § 14 Third. 

The Board argues, however, that Congress, although 
aware of the use of such contracts, did not specifically 
outlaw them and therefore implicitly approved them. 
But the contracts called to the attention of Congress bear 
little resemblance to the contracts here in question. 
Those joint contracts were described by the Alexander 
Committee as follows: 


“Such contracts are made for the account of all the 
lines in the agreement, each carrying its proportion 
of the contract freight as tendered from time to time. 
The contracting lines agree to furnish steamers at 
regular intervals and the shipper agrees to confine 
all shipments to conference steamers, and to an- 
nounce the quantity of cargo to be shipped in ample 
time to allow for the proper supply of tonnage. The 
rates on such contracts are less than those specified 


14 The Board estimated that Isbrandtsen would lose approximately 
two-thirds of its 1952 volume. “... [I]t [is] probable that Is- 
brandtsen will retain 10 percent or more of the cargo moving in the 
trade as against the 26 percent carried by it in 1952... .” 
4 F. M. B. 706, —. 
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in the regular tariff, but the lines generally pursue 
a policy of giving the small shipper the same contract 
rates as the large shippers, i. e. are willing at all 
times to contract with all shippers on the same 
terms.” Report, 290. 


These contracts were very similar to ordinary require- 
ments contracts. They obligated all members of the Con- 
ference to furnish steamers at regular intervals and at 
rates effective for a reasonably long period, sometimes a 
year. The shipper was thus assured of the stability of 
service and rates which were of paramount importance to 
him. Moreover, a breach of the contract subjected the 
shipper to ordinary damages. 

By contrast, the dual-rate contracts here require the 
carriers to carry the shipper’s cargo only “so far as their 
regular services are available”; rates are “subject to rea- 
sonable increase” within two calendar months plus the 
unexpired portion of the month after notice of increase is 
given; “[e]ach Member of the Conference is responsible 
for its own part only in this Agreement”; the agreement 
is terminable by either party on three months’ notice; 
and for a breach, “the Shipper shall pay as liquidated 
damages to the Carriers fifty per centum (50%) of the 
amount of freight which the Shipper would have paid had 
such shipment been made in a vessel of the Carriers at 
the Contract rate currently in effect.” Until payment of 
the liquidated damages the shipper is denied the reduced 
rate, and if he violates the agreement more than once in 
12 months, he suffers cancellation of the agreement and 
the denial of another until all liquidated damages have 
been paid in full. Thus under this agreement not only 
is there no guarantee of services and rates for a reason- 
ably long period, but the liquidated-damages provision 
bears a strong resemblance to the feature which Congress 
particularly objected to in the outlawed deferred rebate 
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system. Certainly the coercive force of having to pay 
so large a sum of liquidated damages ties the shipper to 
the Conference almost as firmly as the prospect of losing 
the rebate. It would be anomalous for Congress to strike 
down deferred rebates and at the same time fail to strike 
down dual-rate contracts having the same objectionable 
purpose and effect. Events have proved the accuracy of 
the prediction that the outlawing of the deferred-rebate 
system would lead conferences to adopt a contract sys- 
tem, as here, specially designed to accomplish the same 
result. 

It is urged that our construction “produces a flat and 
unqualified prohibition of any discrimination by a carrier 
for any reason” and converts the rest of the statute into 
surplusage. But that argument overlooks the revealed 
congressional purpose in §14 Third. That purpose, as 
we have said, was to outlaw practices in addition to those 
specifically prohibited elsewhere in the section when such 
practices are used to stifle the competition of independent 
carriers. The characterization “unjustly discriminatory” 
and “unjustly prejudicial” found in other sections (§§ 15, 
16 and 17) imply a congressional intent to allow some 
latitude in practices dealt with by those sections, but the 
practices outlawed by the “resort to” clause of § 14 Third 
take their gloss from the abuses specifically proscribed by 
the section ; that is, they are confined to practices designed 
to stifle outside competition.” 


15 The Court of Appeals made a partial application of the rule of 
ejusdem generis and related the “resort to” clause to retaliation, 
holding the dual-rate contract or suit was retaliatory and within 
the ban of the section. The Board urges that the Court of Appeals 
did not carry the rule of ejusdem generis far enough, that by carrying 
the rule “a hand’s breadth farther” and also relating—and limiting— 
the “resort to” clause to the refusal of space accommodations and 
similar services to shippers, the dual-rate contract falls without the 








EXTEND USE OF DUAL RATES BY STEAMSHIP CONFERENCES 2] 


Petitioners argue that our construction of § 14 Third 
is foreclosed by this Court’s decisions in United States 
Navigation Co. v. Cunard S. 8. Co., 284 U. 8. 474, and Far 
East Conference v. United States, 342 U.S. 570. A read- 
ing of those opinions immediately refutes any suggestion 
either that this issue was expressly decided in those cases 
or that our holding here is not fully consistent with the 
disposition of those cases. In Cunard the petitioner had 
filed a complaint in the District Court alleging that 
respondents had conspired to maintain “a general tariff 
rate and a lower contract rate, the latter to be made 
available only to shippers who agree to confine their 
shipments to the lines of respondents.” The differen- 
tials were alleged to be unrelated to volume or regularity 
of shipments, but to be wholly arbitrary and unreason- 
able and designed “for the purpose of coercing shippers 
to deal exclusively with respondents and refrain from 
shipping by the vessels of petitioner, and thus exclude it 
entirely from the carrying trade between the United States 
and Great Britain.” An injunction was sought under 
the Sherman and Clayton Acts. The Court held that 
the questions raised by this complaint were within the 
primary jurisdiction of the Shipping Board and therefore 
the courts could not entertain the suit until the Board 
had considered the matter. In Far East Conference the 
Court similarly held that the Board’s primary jurisdic- 
tion precluded the United States from bringing antitrust 
proceedings against a shipping conference maintaining 
dual rates. 

The Board and the Conference argue that, if the Court 
in these earlier cases had thought that § 14 Third in any 


prohibition because the contract is concerned only with charges for 
services and not with denial of services. We do not believe that these 
constructions can be reconciled with the language of the statute or 
the scope of the congressional plan. 
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way makes dual rates per se illegal and thus not within 
the power of the Board to authorize, it would not have 
found it necessary to require that the Board first pass 
upon the claims. But in the Cunard case the Court said: 


“Whether a given agreement among such carriers 
should be held to contravene the act may depend 
upon @ consideration of economic relations, of facts 
peculiar to the business or its history, of competitive 
conditions in respect of the shipping of foreign coun- 
tries, and of other relevant circumstances, generally 
unfamiliar to a judicial tribunal, but well understood 
by an administrative body especially trained and ex- 
perienced in the intricate and technical facts and 
usages of the shipping trade; and with which that 
body, consequently, is better able to deal.” 284 U.S. 
474, 485. 


Similarly, in the Far East Conference case: 


“The Court [in Cunard] thus applied a principle, 
now firmly established, that in cases raising issues 
of fact not within the conventional experience of 
judges or cases requiring the exercise of administra- 
tive discretion, agencies created by Congress for reg- 
ulating the subject matter should not be passed over. 
This 1s so even though the facts after they have been 
appraised by specialized competence serve as a prem- 
we for legal consequences to be judicially defined. 
Uniformity and consistency in the regulation of busi- 
ness entrusted to a particular agency are secured, and 
the limited functions of review by the judiciary are 
more rationally exercised, by preliminary resort for 
ascertaining and interpreting the circumstances un- 
derlying legal issues to agencies that are better 
equipped than courts by specialization, by insight 
gained through experience, and by more flexible 


procedure.” 342 U. S. 470, 574-575. (Emphasis 
added. ) 
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It is, therefore, very clear that these cases, while holding 
that the Board had primary jurisdiction to hear the case 
in the first instance, did not signify that the statute left 
the Board free to approve or disapprove the agreements 
under attack. Rather, those cases recognized that in cer- 
tain kinds of litigation practical considerations dictate a 
division of functions between court and agency under 
which the latter makes a preliminary, comprehensive 
investigation of all the facts, analyzes them, and applies 
to them the statutory scheme as it is construed. Com- 
pare Denver Union Stock Yard Co. v. Producers Live- 
stock Marketing Assn., 356 U.S. —. It is recognized 
that the courts, while retaining the final authority to 
expound the statute, should avail themselves of the aid 
implicit in the agency’s superiority in gathering the rele- 
vant facts and in marshaling them into a meaningful 
pattern. Cases are not decided, nor the law appropri- 
ately understood, apart from an informed and particu- 
_ larized insight into the factual circumstances of the 
' controversy under litigation. 

Thus the Court’s action in Cunard and Far East Con- 
ference is to be taken as a deferral of what might come 
to be the ultimate question—the construction of § 14 
Third—rather than an implicit holding that the Board 
could properly approve the practices there involved. 
The holding that the Board had primary jurisdiction, in 
short, was a device to prepare the way, if the litigation 
should take its ultimate course, for a more informed and 
precise determination by the Court of the scope and 
meaning of the statute as applied to those particular cir- 
cumstances. To have held otherwise would, necessarily, 
involve the Court in comparatively abstract exposition. 

This consideration, moreover, is particularly compel- 
ling in light of our present holding. Since, as we hold, 
§ 14 Third strikes down dual-rate systems only where they 
are employed as predatory devices, then precise findings 
by the Board as to a particular system’s intent and effect 
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would become essential to a judicial determination of the 
system’s validity under the statute. In neither Cunard 
nor Far East Conference did the Court have the assistance 
of such findings on which to base a determination of 
validity. We conclude, therefore, that the present holding 
is not foreclosed by these two cases.” 

Finally, petitioners argue that this Court should not 
construe the Shipping Act in such a way as to over- 
turn the Board’s consistent interpretation. “[T he rul- 
ings, interpretations and opinions of the [particular 
agency] ... , while not controlling upon the courts by 
reason of their authority, do constitute a body of experi- 
ence and informed judgment to which courts and litigants 
may properly resort for guidance. The weight of such a 
judgment in a particular case will depend upon the 
thoroughness evident in its consideration, the validity of 
its reasoning, its consistency with earlier and later pro- 
nouncements, and all those factors which give it power 
to persuade, if lacking power to control.” Skidmore v. 
Swift & Co., 323 U. S. 134, 140. But we are here con- 
fronted with a statute whose administration has been 
shifted several times from one agency to another, and it 
is by no means clear that the Board and its predecessors 
have taken uniform and consistent positions in regard to 


16 Certainly it must be assumed that the Court would refrain from 
settling sub silentio an issue of such obvious importance and difficulty 
plainly requiring a clearly expressed disposition. 

Petitioners’ reliance on Swayne & Hoyt, Ltd., v. United States, 
300 U. S. 297, is similarly misplaced. In that case the Court upheld 
the administrative determination that a dual-rate system gave an 
“undue or unreasonable preference or advantage” under § 16 of the 
Shipping Act. Because the Court sustained the finding as supported 
by substantial evidence it did not need to reach the more contentious 
problem of whether that particular contract was illegal under § 14 
Third. 
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the validity of dual-rate systems under § 14 Third.” See 
Isbrandtsen Co. v. United States, 96 F. Supp. 883, 
889-891. In view of the fact that in the present case 
the dual-rate system was instituted for the purpose of 
curtailing Isbrandtsen’s competition, thus becoming a 
device made illegal by Congress in § 14 Third, we need 
not give controlling weight to the various treatments of 
dual rates by the Board under different circumstances. 


Affirmed. 


17 Compare, e. g., Eden Mining Co., 1 U.S. S. B. 41, and Contract 
Routing Restrictions, 2 U. S. M. C. 220, 226-227, with The Rawleigh 
Co., 1 U. 8. 8. B. 285, 290. 


H. Rept. 2055 0, 85-2——-4 
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Mr. Justice FRANKFURTER, whom Mr. Justice Bur- 
TON joins, dissenting. 


The Court today holds that any dual system of inter- || 
national steamship rates tied to exclusive patronage con- | 
tracts that is designed to meet outside competition— 
howsoever justified it may be as a reasonable means of 
counteracting cut-throat competition—violates § 14 of 
the Shipping Act of 1916 * and cannot be approved by the 
Federal Maritime Board pursuant to §15 of that Act. 

The Court thus outlaws a practice that has prevailed 
among international steamship conferences for half a 
century,’ that is presently employed by at least half of 
the hundred-odd conferences subject to Board jurisdic- 





















139 Stat. 728, 733, as amended, 46 U.S. C. § 812. 

2 See, e. g., agreements set forth at pp. 262-263 of Hearings before 
the House Committee on the Merchant Marine and Fisheries in the 
Investigation of Shipping Combinations, 62d Cong. 
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tion,® and that has been found by the Board in this case 
to decrease the probability of ruinous rate wars in the 
shipping industry.‘ In doing so, the Court does more 
than set aside a weighty decision of the Federal Mari- 
time Board. It could do so only by rendering meaning- 
less two prior decisions in which this Court respected the 
power given by Congress to the Board, within the usual 
limits of administrative discretion, to approve or dis- 
approve such agreements. 

The agreement involved in this case is typical of the 
contracts used by the loose associations of steamship lines 
known as “conferences” to effectuate their dual-rate sys- 
tems. See Marx, International Shipping Cartels, 207- 
210. The contracting shipper agrees to forward all of 
his shipments moving in the “trade” or route of the con- 
ference by bottoms of conference members ($1). In 
return, the conference members, “so far as their regular 
services are available,” agree to carry the shipper’s goods 
at rates below those charged to noncontracting shippers; 
rates are subject to reasonable increase upon specified 
notice (§ 2). The conference members agree to maintain 
service adequate to the reasonable requirements of the 
trade, and if they fail to provide the shipper (who may 
ordinarily select which of the conference members’ ves- 
sels will carry his goods) with needed space, he may 
obtain space from nonconference carriers ($4). If the 
shipper makes any shipments in violation of the agree- 
ment, he must pay as liquidated damages 50 percent of 










































































® Respondent Isbrandtsen, in its petition to the Court of Appeals 
to review the order of the Federal Maritime Board stated (at par. 
10b.) that “[o]f the about one hundred seventeen steamship freight 
conferences organized pursuant to Section 15 of the Shipping Act, 
and subject to the jurisdiction of the Board, about sixty-two con- 
ferences presently employ that system... .” See also Marx, 
International Shipping Cartels, 207. 

*4 F. M. B. 706, —, —, 1956 Am. Mar. Cas. 414, 451, 454. 
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the amount of freight he would have paid if he had made 
the shipment under the contract, and he is not entitled 
to contract rates until he pays these damages ($5). If 
the shipper violates the agreement more than once in a 
twelve-month period, the agreement is canceled, and no 
new agreement will be entered into until all damages are 
paid (ibid.). Either party may cancel the agreement on 
three months’ notice (§9), and any dispute arising out 
of the agreement is to be submitted to arbitration (§ 10). 

Such differences as exist among the dual-rate systems 
that have for long been in wide use in international ocean 
transportation are irrelevant if each such system is to be 
judged by the new test laid down by the Court: is it 
aimed at meeting outside competition? Of course these 
exclusive patronage contracts and the dual-rate systems 
of which they are an integral part are designed to meet 
nonconference competition. And there should be no mis- 
take but that today’s decision outlaws such systems. 
This result cannot be clouded by the Court’s reliance upon 
“findings” of the Board that it 


“consider[s] the inauguration of a dual rate system 
to be a necessary competitive measure to offset the 
effect of non-conference competition in this trade” 
(4 F. M. B. 706, —, 1956 Am. Mar. Cas. 414, 450.) 


and that 


“a reduction in the amount of conference sailings or 
other solution to the overtonnaging problem would 
not mitigate the conference’s need to meet the com- 
petition of Isbrandtsen in order to obtain for its mem- 
bers a greater participation in the cargo moving in 
the trade.” (4 F. M. B., at —, 1956 Am. Mar. 
Cas., at 451.) 


These statements in the Board’s opinion are nothing more 
than a recognition of the dual-rate system as a device for 
meeting outside competition ; they provide a basis neither 
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for distinguishing the situation before us from any other 
familiar use of a dual-rate system nor for concluding that 
the conference members in this case instituted the system 
in order to “stifle” outside competition. 

While limits have been imposed upon enterprise in 
meeting competition, which is itself the governing prin- 
ciple of our economic system, these limits, embodied in 
the antitrust laws, were found to be inapplicable to, 
because destructive of our national interest in, the inter- 
national ocean transportation industry. The United 
States obviously could not completely regulate the foreign 
carriers with whom American carriers compete (not to 
mention the carriers that serve foreign shippers with 
whom American shippers compete). In view of the pre- 
vailing characteristics of the industry, it early became 
apparent that it would, on the whole, be in the national 
interest to tolerate some practices of steamship lines that 
in other industries would be deemed inadmissible. For 
the alternative, so it was concluded, would be to put it 
within the power of unregulated foreign carriers seriously 
to injure American firms—both carriers and shippers—if 
not, indeed, to put them out of business. And so, in the 
development of a scheme for regulating this international 
industry, self-protective measures by way of collective 
action were not left to the condemnation of the Sherman 
and Clayton Acts. In order to appreciate the Shipping 
Act of 1916 as an attempt to balance the need for some 
regulation with the economic and political objections to 
sweeping the shipping industry under the antitrust con- 
cept, the circumstances that begot the Act must be 
recalled. 

The second half of the Nineteenth Century saw a 
tremendous rise in the development of ocean transporta- 
tion by steamship. Unfortunately, the supply of avail- 
able cargo space increased during this period much more 
rapidly than the demand for it. The inevitable result 
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was cut-throat competition among steamship owners. 
This in turn was followed by mergers of ownership and by 
concerted efforts among individual owners to limit com- 
petition. The practices by which this end was pursued 
led to abuses and demands for their correction, to which 
a number of governments at the turn of the century 
began to direct their attention. A series of investigations 
of rates and practices in various parts of the British 
Empire was followed by the appointment in 1906 of the 
Royal Commission on Shipping Rings, which rendered its 
report in 1909. See, generally, Marx, supra, at 45-50; 
see also Johnson and Huebner, Principles of Ocean Trans- 
portation, 263-302. In the United States, the Depart- 
ment of Justice in 1911 brought two proceedings against 
three steamship conferences to enjoin competitive prac- 
tices in alleged violation of the Sherman Act, United 
States v. Prince Line, Ltd., 220 F. 230; United States v. 
Hamburg-American 8. S. Line, 216 F. 971. 

The terms of the resolutions that gave rise to the his- 
toric investigation of shipping combinations by the 
House Committee on the Merchant Marine and Fish- 
erles in 1912-1913, H. Res. 425 and H. Res. 587, 62d 
Cong., 2d Sess., 48 Cong. Rec. 2835-2836, 9159-9160, 
manifest the concern of Congress over these steamship 
conferences and their practices. The investigation was 
thorough and detailed. The Committee, under the chair- 
manship of Representative Joshua W. Alexander of 
Missouri, elicited great quantities of relevant data from 
shippers, carriers, trade organizations and the Depart- 
ments of State and Justice, including copies of many kinds 
of agreements among carriers and between carriers and 
shippers, and it held extensive hearings in January-March, 


5 On appeal, the very limited decrees obtained by the Government 
against some members of two of the conferences were reversed, 239 
U. S. 466, 242 U. S. 537, and the suits directed to be dismissed on 
the score of mootness because of World War I. 
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1913. Fully considered were exclusive patronage agree- 
ments between shippers and conferences providing for a 
dual rate, see, e. g., Hearings before the House Committee 
on the Merchant Marine and Fisheries in the Investiga- 
tion of Shipping Combinations, 62d Cong., 248, 254, 262- 
263; see also id., at 246, 263. 

In 1914 the Committee submitted its comprehensive 
report. In summarizing the competitive methods used 
by steamship conferences in the American foreign trade, 
the report discussed, under the heading “Meeting the 
competition of lines outside of the conference,” deferred 
rebate systems, the use of fighting ships, agreements with 
American railroads, and such types of contracts with 
shippers as individual requirements contracts, contracts 
giving preferential rates to large shippers, and the 
following: 


“(a) Joint contracts made by the conference as a 
whole.—Such contracts are made for the account of 
all the lines in the agreement, each carrying its pro- 
portion of the contract freight as tendered from time 
to time. The contracting lines agree to furnish 
steamers at regular intervals and the shipper agrees 
to confine all shipments to conference steamers, and 
to announce the quantity of cargo to be shipped in 
ample time to allow for the proper supply of tonnage. 
The rates on such contracts are less than those speci- 
fied in the regular tariff, but the lines generally pur- 
sue a policy of giving the small shipper the same con- 
tract rates as the large shippers, i. e. are willing at 
all times to contract with all shippers on the same 
terms.” Report on Steamship Agreements and 
Affiliations in the American Foreign and Domestic 
Trade, 63d Cong. 290. 


There can be no doubt that the Committee was amply 
alive to the primary purpose of the dual-rate system. 
But it did not, in subsequently discussing (id., at 304-307) 
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the “Disadvantages of Shipping Conferences and Agree- 
ments, as Now Conducted,” make any reference to the 
system as such, although it dealt extensively and disap- 
provingly, on the basis of evidence put before it, with such 
practices as deferred rebates, fighting ships, and retalia- 
tion against shippers for airing grievances. Nor were 
there any strictures against dual-rate systems in the sur- 
vey of recommendations of witnesses at the hearings for 
corrective legislation (id., at 307-314), although it was 
there noted that recommendations were made in favor 
of prohibitions against deferred rebates and retaliation 
by refusal of accommodations to a shipper because “he 
may have shipped by an independent line, or may have 
filed a complaint charging unfair treatment, or for other 
unjust reasons.” Id., at 313. 

In making its own recommendations (1d., at 415-421), 
the Committee recognized that steamship lines almost 
universally form conferences and enter into agreements 
for the purpose (among others) of “meeting the competi- 
tion of non-conference lines.” Jd., at 415. The Com- 
mittee recognized that it had to choose between prohibi- 
tion of these conferences or subjection of them to 
government supervision. 


“Tt is the view of the Committee that open competi- 
tion can not be assured for any length of time by 
ordering existing agreements terminated. The entire 
history of steamship agreements shows that in ocean 
commerce there is no happy medium between war 
and peace when several lines engage in the same 
trade. Most of the numerous agreements and con- 
ference arrangements discussed in the foregoing re- 
port were the outcome of rate wars, and represent 
a truce between the contending lines.” /d., at 416. 


To prohibit existing arrangements, said the Committee, 
would be to invite rate wars leading to monopoly or to the 
exposure of American shippers and lines to disastrous 
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competition with foreign shippers and lines. Among 
the complaints relating to existing conditions was “the 
unfairness of certain methods—such as fighting ships, 
deferred rebates, and threats to refuse shipping accom- 
modations—used by some conference lines to meet the 
competition of nonconference lines.” Jd., at 417. The 
Committee concluded that the system of conferences and 
agreements was not to be uprooted. Its disadvantages 
and abuses must be curbed. by effective government 
control. 

Among the specific recommendations of the Commit- 
tee were that carriers be required to file for approval with 
the regulatory agency (the Committee recommended use 
of the Interstate Commerce Commission) any agreements 
among themselves or with shippers, with the agency being 
empowered to cancel agreements it found to be “dis- 
criminating or unfair in character, or detrimental to the 
commercial interests of the United States’ (id., at 420); 
that the agency be empowered to investigate and insti- 
tute proceedings concerning rates that are “unreasonably 
high, or discriminating in character as between shippers” 
(ibid.), and 

“". . That the use of ‘fighting ships’ and deferred 
rebates be prohibited in both the export and import 
trade of the United States. Moreover, all carriers 
should be prohibited from retaliating against any 
shipper by refusing space accommodations when such 
are available, or by resorting to other unfair methods 
of discrimination, because such shipper has patronized 
an independent line, or has filed a complaint charg- 
ing unfair treatment, or for any other reason.” /d., 
at 421. 


The cautious generality of the latter portion of this last 
recommendation (and, surely, of the legislative provision 
based on it) doubtless reflects a feeling on the part of 
the Committee that many shippers refrained from de- 
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scribing the various forms of and reasons for retalia- 
tion against them by carriers, for fear that they would 
subsequently be retaliated against for making the 
disclosures. See, e. g., id., at 5. 

The report of the Committee was filed in February 
1914, and four months later Representative Alexander 
introduced a bill, H. R. 17328, incorporating its recom- 
mendations. The bill provided, among other things, that 
carriers be required to file for approval with the Interstate 
Commerce Commission any of a wide variety of agree- 
ments, that the Commission be empowered to cancel or 
modify agreements that it found “discriminating or unfair 
as between carriers, shippers, exporters, importers, or 
ports, or between exporters from the United States and 
their foreign competitors, or that it may find to operate 
to the detriment of the commerce of the United States, 
or that may be in violation of this Act,” and that agree- 
ments when approved should be exempt from the anti- 
trust laws (§3). Where the Commission was of. the 
opinion that rates, charges, classifications, regulations or 
practices were “unjust or unreasonable,” it was em- 
powered to determine and enforce what would be just and 
reasonable under the circumstances (§7). And the bill 
(§ 2) provided that it should be a misdemeanor (punish- 
able by fine of up to $25,000) for any carrier to allow 
deferred rebates, use a fighting ship, or: 


“Third. Retaliate against any shipper by refusing, 
or threatening to refuse, space accommodations when 
such are available, or resort to other discriminating or 
unfair methods, because such shipper has patronized 
any other carrier or has filed a complaint charging 
unfair treatment or for any other reason.” 


As no action was taken on H. R. 17328 in 1914, it was 
reintroduced by Mr. Alexander in the 64th Congress late 
in 1915 as H. R. 450. Shortly thereafter he introduced 
H. R. 10500, a bill “To establish a United States Shipping 
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Board for the purpose of encouraging, developing, and 
creating a naval auxiliary and naval reserve and a mer- 
chant marine to meet the requirements of the commerce 
of the United States with its territories and possessions, 
and with foreign countries, and for other purposes.” 
That bill authorized the Board tp purchase or charter 
commercial vessels to be leased to private concerns in 
peacetime and used as a naval auxiliary in wartime; the 
bill also (§§ 9, 10) provided for very general regulation 
by the Board of the ocean transportation industry. 

Approximately two months later, in April 1916, Mr. 
Alexander introduced H. R. 14337, which adapted his 
earlier regulatory bill (H. R. 450) to the administrative 
framework of the Shipping Board bill (H. R. 10500). 
The bill was considered in committee with a view to sub- 
stituting its provisions for the general regulatory lan- 
guage of §§9 and 10 of the Shipping Board bill. See 
Hearings before the House Committee on the Merchant 
Marine and Fisheries on H. R. 14337, 64th Cong., 1st 
Sess. 5. In these hearings, there was no discussion of 
the “retaliation” provision of the bill; attention was con- 
centrated on its more controversial aspects, such as the 
power of the Board to regulate rates. 

At the close of these hearings, in early May 1916, a 
new Shipping Board bill, H. R. 15455, in which the sub- 
stitution of the more detailed regulatory provisions had 
been made, was introduced by Mr. Alexander. The bill 
added a “Fourth” to the prohibitions against deferred 
rebates, fighting ships and retaliation: unfair or unjustly 
discriminatory contracts with or treatment of shippers 
under specified circumstances; the standard (“discrim- 
inating and unfair’) in the provision empowering the 
Board to cancel or modify agreements became “unjustly 
discriminatory and unfair.” The bill was promptly 
reported out of the Merchant Marine and Fisheries Com- 
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mittee with a report that set forth in extenso the recom- 
mendations in the 1914 report of the investigation of the 
shipping industry. H.R. Rep. No. 659, 64th Cong., Ist 
Sess. 27-31. The debate in the House centered around 
the ship purchase and lease provisions of the bill, and the 
bill passed the House with no detailed consideration of 
the regulatory provisions. In the Senate, the hearings 
before the Committee on Commerce were also concerned 
primarily with the ship purchase and lease provisions, as 
were the floor debates. Once again, the Committee 
report set forth the recommendations arising out of the 
1914 investigation. S. Rep. No. 689, 64th Cong., Ist 
Sess. 7-11. With no relevant amendment to the regu- 
latory portions of the bill, H. R. 15455 passed the Senate 
and became law in September of 1916. 39 Stat. 728. 
As enacted, then, the statute provided for the follow- 
ing scheme of regulation. Carriers subject to the Act 
must file with the Board copies of agreements establish- 
ing (inter alia) preferential or cooperative arrangements. 
Such of these as the Board finds “to be unjustly discrimi- 
natory or unfair . . . or to operate to the detriment of 
the commerce of the United States, or to be in violation 
of this Act,” it may disapprove, cancel or modify; all 
others it must approve, and those approved are exempt 
from the antitrust laws (§15). As to any “rate, fare, 
charge, classification, tariff, regulation, or practice” of 
carriers that the Board finds to be unjust or unreasonable, 
it may take corrective measures (§ 18). As an exception 
to, or qualification upon, this scheme, certain practices 
were specifically outlawed and may not, therefore, be 
approved by the Board: to allow deferred rebates, use 
fighting ships, 
“. . ; Retaliate against any shipper by refusing, or 
threatening to refuse, space accommodations when 
such are available, or resort to other discriminating or 
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unfair methods, because such shipper has patronized 
any other carrier or has filed a complaint charging 
unfair treatment, or for any other reason, ... .” 


and treat or contract with shippers in certain unfair or 
unjustly discriminatory ways; violation of this provision 
is @ misdemeanor punishable by a fine of up to $25,000 
(§ 14).° 

The form that this regulation takes, considered in light 
of its legislative background, makes clear the congres- 
sional purpose. It was found that abuses and discrim- 
inations were inherent in the international shipping trade 
when it was conducted on the basis of cooperation among 
competitors. It was further found that the alternative 
to cooperation was cut-throat competition leading to 
monopoly and, more particularly, working to the serious 
detriment of American carriers and shippers and to the 
advantage of their foreign competitors. The conclusion 
was that the system of cooperation must be domesticated 
and exposed to, and policed by, a continuing process of 
regulation. Only the flagrant abuses were flatly pro- 
hibited. The pervading purpose of the Shipping Act is 
to be found in a statement made in the House debate by 
Representative Burke, a majority member of the Alex- 


* It is worth noting that in §§ 14, Fourth, and 15 the statute speaks 
in terms of “unjust” discrimination, a standard to which it was quite 
clearly the legislative purpose for the Board to give substance and 
meaning. Congress had no intention of condemning all of the prac- 
tices described by the very general language of the two provisions; 
it relied on the Board to prevent only those that are unwarranted 
by the competitive situation in which they are found. But in § 14, 
Third, no such qualification was adopted, for the kind of “discrim- 
inating and unfair methods” toward which Congress was directing 
its attention had been clearly identified (i. e., by retaliation against 
shippers), and they were to be flatly prohibited irrespective of the 
circumstances in which they might he practiced. 
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ander Committee during both the investigation and the 
consideration of the various bills: 


“Your committee at the conclusion of such hearings 
and after consideration and due deliberation made 
its report to Congress upon the subject with many 
valuable recommendations. Among the recom- 
mendations made in such report to Congress were 
that laws should be passed prohibiting the grossest 
and most vicious of such unfair practices .... 


“It was found by your committee that many of 
the unfair practices had become so firmly established 
and contained in many instances elements of use- 
fulness that, with the exception of some of the more 
prominent ill practices, it was considered that a sys- 
tem of regulation and control of water transportation 
would be for the best interest of both the public and 
those interested in water transportation.” 53 Cong. 
Rec. 8095. 


It is important to keep in mind the relation of this 
scheme of regulation to the antitrust laws. Prior to the 
enactment of the Shipping Act, the ocean transportation 
industry was, of course, subject to the antitrust laws, and, 
indeed, as has been noted, proceedings under the Sherman 
Act had been brought against several conferences by the 
Government. Congress might have provided that, in ad- 
dition to being subjected to the general surveillance 
involved in a comprehensive pattern of regulation, the 
steamship owners must continue to conform to the affirm- 
ative policy in favor of a high level of competition that 
underlies the antitrust laws. Such was the condition in 
which legislation had placed the railroads. They were 
subject to both Interstate Commerce Commission regu- 
lation and the outlawry of the Sherman Act. United 
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States v. Trans-Missouri Freight Assn., 166 U. S. 290; 
United States v. Joint Traffic Assn., 171 U. 8. 505. Not 
until 1920 were agreements among rail carriers excepted 
from the antitrust laws. § 407, Transportation Act of 
1920, 41 Stat. 456, 480, amending §5 of the Interstate 
Commerce Act, 24 Stat. 379, 380. With respect to ocean 
transportation, however, Congress from the beginning 
chose to exempt agreements among carriers and between 
carriers and shippers from the antitrust laws. They thus 
rejected court-determined competition and preferred to 
rely upon regulation under an expert administrative 
agency. 

It is in the light of this background that we must con- 
sider § 14, Third, of the Shipping Act of 1916, which 
both the Court of Appeals and this Court have construed 
as prohibiting the dual-rate contract system. The sec- 
tion imposes a heavy fine for conduct it makes criminal 
and so should be strictly construed. See Yates v. United 
_States, 354 U. S. 298, 304-305. It deserves narrow con- 
‘struction also on the ground that it is an undoubted ex- 
ception to a comprehensive and complex scheme of 
regulation by the Board. For it must be construed not 
as though it were an isolated piece of writing but as part 
of a reticulated scheme of government for the shipping 
industry. No form of conduct should be brought within 
its terms that was not designed to be included. As the 
foregoing survey of the legislative history demonstrates, 
there is no evidence of such purpose with respect to the 
dual-rate contract system. The evidence in fact points 
to the intention of its exclusion. 

Under no fairly applicable meaning of the word “retal- 
iation” can the conclusion of the Court of Appeals, that 
the initiation and maintenance of a dual-rate contract 
system is retaliation, be sustained. It is clear from the 
congressional history that the framers of the legislation 
were concerned with certain forms of conduct, notably 
refusal of available accommodations, directed against 
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shippers because they had previously done such things 
as shipping by an independent line or publicly filing com- 
plaints against carriers. The very concept of retaliation 
is that the retaliating party takes action against the party 
retaliated against after, and because of, some action of 
the latter. In the dual-rate contract system, there is 
nothing of this “getting even”; the parties simply enter 
into an agreement that is designed to guide their future 
conduct but in no way depends upon or arises out of past 
conduct. It does violence to the English language—and 
certainly to the duty of reading congressional language 
in context—to characterize such a contractual arrange- 
ment as “retaliation.” As conduct relating to the com- 
petitive struggle between carriers combined in a confer- 
ence and those who prefer to stay out—yes; as an act of 
reprisal—no. 

But if the dual-rate contract system is not “retaliation,” 
then it does not violate § 14, Third, for it seems evident 
that that section was directed only at retaliation. It is, 
indeed, rather inartfully drawn, but under the circum- 
stances, and particularly in light of the legislative back- 
ground, its ambiguities should be resolved in favor of the 
narrower construction. The recommendation of the 
Alexander Committee, supra, a body on which Congress 
placed an extraordinarily high degree of reliance with 
respect to the regulatory aspects of the Shipping Bill, con- 
templated nothing but “retaliation.’”” When, four months 
later, the recommendation had been put into the language 
of proposed legislation, it took substantially the form it 
takes in the statute as enacted. No doubt, the intention 
to limit the application of the provision to “retaliation” 
is not so clear in the statutory language as it was in the 
recommendation; however, since there is no evidence of 
purposefulness in this change, and no apparent reason 
for it, the alteration in language should not be regarded 
as having effected a decisive change in the substance of 
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the provision. Attaching such drastic significance to 
this change in wording has no supporting reason and is 
contradicted by the underlying philosophy of the legis- 
lation. This conclusion is emphasized by the fact that 
after the change the Committee Reports in both Houses 
of Congress quoted the language of the recommendation 
in support of the proposed legislation without qualifica- 
tion. And in the House debate, when Representative 
Alexander was briefly summarizing the provisions of the 
bill, he said, in describing the provision that became § 14, 
Third, nothing more than that it “forbids retaliation 
against shippers who patronize other carriers, or complain 
of unfair treatment by refusing, or threatening to refuse, 
space accommodations when available, or by other unfair 
practices ....” 53 Cong. Rec. 8080. Surely, when 
there is nothing in the legislative history to suggest that 
Congress wished to prohibit the dual-rate contract system 
of which they were fully aware, and everything to sug- 
gest that § 14, Third, was designed to respond solely to 
an entirely different problem, that section cannot be 
stretched to embrace that practice and thereby to under- 
cut the rationale of the legislation. 

The Court’s construction makes of the latter portions 
of § 14, Third, a general catch-all. The relevant words, 
as abstracted from the entire provision, would be these: 
“no common carrier by water shall directly or indi- 
rectly. . . resort to .. . discriminating or unfair 
methods .. . forany ... reason.”’ Such a provision— 
even if it be limited to conduct designed to “stifle” com- 
petition—would not only make the remainder of §14 
redundant but would be inconsistent with the whole 
philosophy, not to say the language, of much of the regu- 
latory portion of the Shipping Act. There is nothing in 
the words of the statute or in its congressional background 
to indicate that Congress intended to bury such a broad 
prohibition in the third portion of a four-part penal sec- 
tion. Moreover, as noted above, the most. probable 
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explanation for the generality of the language in § 14, 
Third, is that Congress sought to cover forms of retalia- 
tion that shippers had been afraid to bring to the 
legislators’ attention. 

Nor is there any merit to the suggestion that if Con- 
gress made “deferred rebates” unlawful, the practice of 
dual-rate contracts—although not specifically prohib- 
ited—should also be unlawful because it has “the 
same objectionable purpose and effect.” This mode of 
approach is a judicial utilization of the salesmanship 
that offers something as “just as good.” This Court 
certainly has not the power to say that conduct is unlaw- 
ful simply because it is “just as bad” as some conduct 
that Congress has specifically prohibited. The princi- 
pal basis that the Alexander Committee set forth for its 
conclusion that deferred rebates were objectionable was 
precisely that the rebates were deferred. The Commit- 
tee, in outlining the objections that had been made to 
steamship agreements, noted that “[b]y deferring the 
payment of the rebate until three or six months follow- 
ing the period to which the rebate applies ship owners 
effectively tie the merchants to a group of lines for suc- 
cessive periods.” Report, supra, at 307. The Commit- 
tee recited the contention that “the ordinary contract 
system does not place the shipper in the position of con- 
tinual dependence that results from the deferred rebate 
system” (ibid.); it is not unlikely that they had in mind 
the dual-rate contract system. This Court in Swayne & 
Hoyt, Ltd., v. United States, 300 U. S. 297, adopted 
that point of view when it said (300 U. S., at 307, n. 3): 
“The Committee recognized that the exclusive contract 
system does not necessarily tie up the shipper as com- 
pletely ‘as ‘deferred rebates,’ since it does not place him 
in ‘continual dependence’ on the carrier by forcing his 
exclusive patronage for one contract period under threats 
of forfeit of differentials accumulated during a previous 
contract period.” 
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Twice this Court has rejected the contention that it 
now accepts. Twice this Court has held that the Ship- 
ping Act of 1916 did not render illegal per se a dual-rate 
contract system enforced by a combination of steamship 
carriers essentially like the one now before the Court, 
whereby lower rates are tied to an agreement for exclusive 
carriage. Such were the decisions, upon full considera- 
tion, in United States Navigation Co. v. Cunard S. S. Co., 
284 U.S. 474, in 1932 and again in Far East Conference 
v. United States, 342 U. S. 570, in 1952 by a wholly dif- 
ferently constituted Court. In both these cases the claim 
was that such a dual-rate system constituted a combina- 
tion in violation of the Sherman Act, for which relief by 
way of an injunction could be had by a competing carrier 
outside the conference, as in the Cunard case, and by the 
United States, as in the Far East Conference case, under 
§ 4 of the Sherman Act. The immediate issue in both 
cases was, of course, the applicability of the principle of 
“primary jurisdiction” —that is, whether the legality of a 
dual-rate system could be adjudicated by a United States 
District Court without a determination by the Federal 
Maritime Board as to whether “the matters complained 
of” (United States Navigation Co. v. Cunard S. S. Co., 
supra, at 478) and whether the dual-rate system “on the 
merits” (Far East Conference v. United States, supra, 
at 573) offend the Shipping Act of 1916. The doctrine 
of “primary jurisdiction” was recognized by Mr. Chief Jus- 
tice Taft as an achievement whereby its author, Mr. Chief 
Justice White, “had more to do with placing this vital 
part of our practical government on a useful basis than 
any other judge.” (257 U. S. xxv.) The Court’s 
opinion makes of it an empty ritual. 

By virtue of these two decisions, an independent ship- 
owner who tlaimed to be hurt by the operation of a dual- 
rate contract system, employed as a competitive measure 
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against him by a shipping conference, could not bring his 
complaint to court as might a manufacturer hurt by an 
analogous combination competitor. Such a shipowner 
would have to appeal to the Federal Maritime Board, as 
did Isbrandtsen. The ensuing Board proceedings would 
probably be similar to those in this case. On Isbrandt- 
sen’s protests, filed January 12, 1953, and amended on 
January 19, hearings were conducted before a Board 
Examiner from October 5 to December 23, 1953, in which 
was compiled a record of over 4,500 pages of testimony 
and over 150 exhibits. ‘The examiner rendered his recom- 
mended decision on September 13, 1954, but on October 6 
the Board remanded the record for supplemental findings 
of fact; these supplemental findings were served on 
January 17, 1955. Eleven months later the Board filed 
its detailed, comprehensive report approving the confer- 
ence’s dual-rate system (as amended in accordance with 
the Board’s report) as not unjustly discriminatory or 
unfair, nor likely to operate to the detriment of the com- 
merce of the United States, nor in violation of the 
Shipping Act. But all this elaborate process and deter- 
mination are legally meaningless. The agency is made 
to serve as a circumlocution office. The sole function of 
this carnival of procedural emptiness is that of a formal 
preliminary to’a suit in a federal court. For such a suit, 
the Court now holds, is to proceed in complete disregard 
of all the hearing, weighing and interpreting of evidence 
before the Board. The Court is to make a ruling of law 
with entire indifference to all the findings of the expert 
body set up to make appropriate findings on the basis of 
the law’s policy. Surely it is a form of playfulness to 
make resort to the Board a prerequisite when the judicial 
determination of law could have been made precisely as 
though there had been no proceeding before the Board. 
This is to make a mockery of the doctrine of primary 
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jurisdiction and to interpret the decisions in the Cunard 
and Far East Conference cases as utterly wasteful 
futilities. 

Until today the doctrine of “primary jurisdiction” was 
not an empty ritual. Its observance in scores of cases 
was not a wasteful futility. In denying to the District 
Courts jurisdiction in situations like those in the Cunard 
and Fur East Conference cases the doctrine of primary 
jurisdiction was not devised for the purposeless delay of 
giving the same jurisdiction to Courts of Appeals, on con- 
dition that they use the administrative agency as a sterile 
conduit to them. Such a view would denigrate and dis- 
tort the significance of one of the most important move- 
ments in our law. Legal scholars have rightly compared 
it to the rise of equity, a view endorsed by this Court 
through Mr. Chief Justice Stone, himself a scholar. See 
United States v. Morgan, 307 U. S. 183, 191. The utili- 
zation of these administrative agencies is a legislative 
realization, judicially respected, that the regulatory needs 
of modern society demand law-enforcing tribunals other 
than the conventional courts. The doctrine of primary 
jurisdiction, based as it is on the discharge of functions 
for which courts normally have neither training and 
experience nor procedural freedoms, is an _ essential 
aspect of this modern administrative law. It is a means 
of achieving the proper distribution of the law-enforcing 
roles as between administrative agencies and courts. It 
gives these agencies the necessary scope for exploring a 
wide realm of facts, not to be confined within the exclu- 
sionary rules of évidence controlling proceedings in courts, 
to weigh such facts with an expert’s understanding and 
to choose between allowable inferences where wise chaice 
so often depends on informed judgment.’ These agencies 





*“(The] differences in origin and function [between court and 
agency] preclude wholesale transplantation of the rules of procedure, 
trial, and review which have evolved from the history and experience 
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do not supplant courts. They are subject to what may 
broadly be called the judicial Rule of Law. Appeal lies 
to courts to test whether an agency acted within its statu- 
tory bounds, on the basis of rational evidence supporting 
@ reasoned conclusion, and ultimately satisfies the con- 
stitutional requirement of due process. Within these 
limits, a large range of discretion is entrusted to adminis- 
trative agencies to make effective the social and economic 
policies adopted by Congress in the myriad concrete sit- 
uations calling for their application. Whether rates are 
reasonable, whether discriminations are fair, whether 
particular combined economic arrangements are justified, 
whether practices that would, for industry generally, fall 
afoul the Sherman Act are permissible under a legislative 
regime for a particular industry that to that extent super- 
sedes the antitrust laws—these and like questions come 
within the operation of the doctrine of primary jurisdic- 


of courts. Thus, this Court has recognized that bodies like the 
Interstate Commerce Commission, into whose mould Congress has 
cast more recent administrative agencies, ‘should not be too narrowly 
constrained by technical rules as to the admissibility of proof,’ 
Interstate Commerce Commission v. Baird, 194 U. S. 25, 44, should 
be free to fashion their own rules of procedure and to pursue methods 
of inquiry capable of permitting them to discharge their multitudinous 
duties. Compare New England Divisions Case, 261 U.S. 184. To 
be sure, the laws under which these agencies operate prescribe the 
fundamentals of fair play. They require that interested parties be 
afforded an opportunity for hearing and that judgment must express 
@ reasoned conclusion. But to assimilate the relation of these admin- 
istrative bodies and the courts to the relationship between lower and 
upper courts is to disregard the origin and purposes of the movement 
for administrative regulation and at the same time to disregard the 
traditional scope, however far-reaching, of the judicial process. Un- 
less these vital differentiations between the functions of judicial and 
administrative tribunals are observed, courts will stray outside their 
province and read the laws of Congress through the distorting lenses 
of inapplicable legal doctrine.” Federal Communications Comm'n v. 
Pottsville Broadcasting Co., 309 U.S. 134, 143-144. 
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tion, and it limits the power of courts to pass on their 
merits. 

Contrariwise, where a decision of a case depends on 
determination of a question of law as such, either because 
of explicit statutory outlawry of some specific conduct 
or by necessary implication of judicial power because not 
involving the exercise of administrative discretion or the 
need of uniform application of specialized competence, 
the doctrine of primary jurisdiction has no function, 
because there -is no occasion to refer a matter to the 
administrative agency. Great Northern R. Co. v. Mer- 
chants Elevator Co., 259 U. S. 285 (reaffirmed in United 
States v. Western Pacific R. Co., 352 U.S. 59, 69); Texas 
& Pacific R. Co. v. Gulf, C. & 8. F. R. Co., 270 U.S. 266; 
Civil Aeronautics Board v. Modern Air Transport, Inc., 
179 F. 2d 622, 624-625; see Davis, Administrative Law, 
666-668. The course of decisions was accurately sum- 
marized in Montana-Dakota Utilities Co. v. Northwestern 
Public Service Co., 341 U. S. 246, 254: “. . . we know of 
no case where the Court has ordered reference of an issue 
which the administrative body would not itself have 
jurisdiction to determine in a proceeding for that pur- 
pose.” It would be a travesty of law and an abuse of 
the judicial process to force litigants to undergo an expen- 
sive and merely delaying administrative proceeding when 
the case must eventually be decided on a controlling legal 
issue wholly unrelated to determinations for the ascer- 
tainment of which the proceeding was sent to the agency. 
Such, however, is the result in this case. 

The Cunard and Far East Conference decisions mean 
nothing if they do not mean that the denial of jurisdic- 
tion to the District Courts to entertain the suits in those 
cases and their reference to the Federal Maritime Board, 
and the holding that the complaints against the dual-rate 
system in those two cases must be passed on by the Board, 
constituted the plainest possible recognition that it was 
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for the Board to approve or disapprove the dual-rate con- 
tract system complained of, and, therefore, that the prac- 
tice was not illegal as a matter of law—that is, by virtue 
of a statutory condemnation. In both cases the Court’s 
attention was directed to the claim of per se illegality. 
In both cases the plaintiffs urged that, since the dual-rate 
contract system violated § 14, the Board was without 
power to approve it. Brief for Petitioner, pp. 47-56, 
United States Navigation Co. v. Cunard S. S. Co., 284 
U. S. 474; Brief for United States, pp. 22-23 (incorpo- 
rating by reference Brief for United States, pp. 21-45, 
A/S J. Indwig Mowinckels Rederi v. Isbrandtsen Co., 
342 U. S. 950); Far East Conference v. United States, 
342 U. S. 570; see also United States Navigation Co. v. 
Cunard S. S. Co., 284 U.S. 474, 478 (argument of peti- 
tioner’s counsel). And in Far East Conference, the claim 
that now prevails was a main ground of dissent. See 
342 U. S., at 578-579." When an issue is squarely and 


8 The Court in the Cunard case discussed the claim in the following 
terms: 

“It is said that the agreement referred to in the bill of complaint 
cannot legally be approved. But this is by means clear... . 
[Whatever may be the form of the agreement, and whether it be 
lawful or unlawful upon its face, Congress undoubtedly intended that 
the board should possess the authority primarily to hear and adjudge 
the matter. For the courts to take jurisdiction in advance of such 
hearing and determination would be to usurp that authority. More- 
over, having regard to the peculiar nature of ocean traffic, it is not 
impossible that, although an agreement be apparently bad on its 
face, it properly might, upon a full consideration of all the attending 
circumstances, be approved or allowed to stand with modifications.” 
284 U.S&., at 487. 

It may be noted that, after this Court ordered the dismissal of the 
complaints in the Cunard and Far East Conference cases, the com- 
plaining party in neither case initiated proceedings before the Board 
concerning the dual-rate system involved. The Government has, 
however, intervened in Board proceedings involving the systems of 
other conferences, as it did in the instant case. 
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fully presented to the Court and its disposition is essen- 
tial to the result reached in a case, the issue is decided 
whether the Court says much or little, whether the opin- 
ion is didactic or elliptical. Otherwise very few opinions 
in which Mr. Justice Holmes spoke for the Court, in 
most instances tersely and often cryptically, would have 
- formulated decisions. 

Nor can these cases be distinguished on their facts. 
The complaints in both cases alleged that the conferences 
had initiated the dual-rate contract system in order to 
eliminate competition. See United States Navigation 
Co. v. Cunard S. S. Co., 284 U. S. 474, 479-480; Tran- 
script of Record, p. 6, Far East Conference v. United 
States, 342 U. S. 570. And the dual-rate agreement in- 
volved in Far East Conference was, if anything, more 
coercive and more closely analogous to a system of 
deferred rebates than is the one involved in the cases 
before the Court. It provided (§ 4) that if a shipper 
violated the agreement, the agreement was void, and the 
shipper became liable to pay “additional freight on all 
commodities theretofore shipped with such carriers for a 
period not exceeding twelve months immediately pre- 
ceding the date of such shipment, at the non-contract rate 
or rates ....” IJd., at 18. Such an accumulation of 
potential liability was much more likely to result in “con- 
tinual dependence” on the conference than is the liqui- 
dated damages provision in the agreement before us. 
The latter provides for damages of 50 percent of the 
freight that would have been paid under the agreement 
(1. e., at the lower, or contract rate) for the shipment 
made in violation of the agreement; the agreement does 
not become void on account of a single violation. There 
is no basis for concluding that these damages are unrea- 
sonably high or that they do not bear a rational relation 
to the actual loss a carrier sustains when he is denied a 
shipment to which his contract entitles him. 
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Since this Court has twice rejected the theory that dual- 
rate contract systems violate § 14 of the Shipping Act, 
and since there is nothing in that statute or its legislative 
history to suggest that those cases were wrongly decided 
in the light of new knowledge not before the Court when 
they were decided, the question in this case is, as it was 
in the earlier two cases, one lying within the Board’s 
administrative discretion. As I see no reason for over- 
turning the detailed, well-reasoned report of the Board 
in these proceedings, I am of opinion that the decision 
of the Court of Appeals should be reversed. 
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[May 19, 1958.] 


Mr. Justice HarLan, dissenting. 


Except in one respect, I agree with the dissenting opin- 
ion of Mr. Justice Franxrurter. I do not think that 
this Court’s decisions in United States Navigation Co. v. 
Cunard Steamship Co., 284 U.S. 474, and Far East Con- 
ference v. United States, 342 U. S: 570, have the effect 
which that opinion attributes to them. Despite the logic 
of the argument flowing from the doctrine of primary 
jurisdiction, and the lack of any substantial factual dis- 
tinction between the agreements in those cases and in 
this one, I am unable to read Cunard and Far East 
Conference as having determined, without any discus- 
sion, the far-reaching question which has been decided 
today. See especially Cunard, 284 U.S., at 483-484, 487. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
sluced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed i is shown in roman): 


Suippine Act, 1916 


(39 Stat. 733, ch. 451, approved September 7, 1916) 
* x * * * * * 

Sec. 14. That no common carrier by water shall directly or in- 
directly — 

First. Pay, or allow, or enter into any combination, agreement, or 
understanding, express or implied, to pay or allow, a dclexted rebate 
to any shipper. he term “deferred rebate’’ in this Act means a re- 
turn of any portion of the freight money by a carrier to any shipper 
as a consideration for the giving of all or any portion of his shipments 
to the same or any other carrier, or for any other purpose, the pay- 
ment of which is deferred beyond the completion of the service for 
which it is paid, and is made only if, during both the period for which 
computed and the period of deferment, the shipper has complied with 
the terms of the rebate agreement or arrangement. 

Second. Use a fighting ship either separately or in conjunction with 
any other carrier, through agreement or otherwise. The term “fight- 
ing ship” in this Act means a vessel used in a particular trade by a 
carrier or group of carriers for the purpose of excluding, preventing, 
or reducing competition by driving another carrier out of said trade. 

Third. Retaliate against any shipper by refusing, or threatening to 
refuse, space acc ommodations when such are available, or resort to 
other discriminating or unfair methods, because such shipper has 
patronized any other carrier or has filed a complaint charging unfair 
treatment, or for any other reason. 

Fourth. Make any unfair or unjustly discriminatory contract with 
any shipper based on the volume of freight offered, or unfairly treat 
or unjustly discriminate against any shipper in the matter of (a) cargo 
space accommodations or other facilities, due regard being had for the 
proper loading of the vessel and the available tonnage; (b) the loading 
and landing of freight in proper condition; or (c) the adjustment and 
settlement of claims. 

Any carrier who violates any provision of this section shall be guilty 
of a misdemeanor punishable by a fine of not more than $25,000 for 
each offense; Provided, That nothing in this section or elsewhere in this 
Act, shall be construed or applied to forbid or make unlawful any dual 
rate contract arrangement in use by the members of a conference on the 
effective date of this amendment, which conference is organized under an 
agreement approved under section 15 of this Act, by the regulatory body 
administering this Act, unless and until such regulatory body disapproves, 
cancels, or modifies such arrangement in accordance with the standards 
set forth in section 15 of this Act. The term “dual rate contract arrange- 
ment’’ as used herein means a practice whereby a conference establishes 
tariffs of rates at two levels the lower of which will be charged to merchants 
who agree to ship their cargoes on vessels of members of the conference 
only and the higher of which shall be charged to merchants who do not so 
agree. 

A 
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85TH CONGRESS HOUSE OF REPRESENTATIVES REPorRT 
2d Session No. 2058 


PROVIDING FOR THE CONVEYANCE OF AN INTEREST OF 
THE UNITED STATES IN AND TO FISSIONABLE MATE- 
RIALS IN A TRACT OF LAND IN LEON COUNTY, FLA. 


Junge 30, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following UNIVERSITY 
OF MICHIGAN 


Jue" 


MAIN 
a ‘ . 1 : NING ROOM 
The Committee on Government Operations, to wh Avas referred 
the bill (H. R. 12938) to provide for the conveyance of an interest of 
the United States in and to fissionable materials in a tract of land in 
Leon County, Fla., having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


REPORT 


[To accompany H. R. 12938] 


PURPOSE 


This bill authorizes and directs the Administrator of General Serv- 
ices to convey by quitclaim deed to the city of Tallahassee, Fla., the 
Government’s interest in and to fissionable materials in certain lands 
situated in Leon County, Fla. 


BACKGROUND DATA 


The Atomic Energy Act of 1946 (60 Stat. 755, sec. 5 (b) (7)) pro- 
vided that in all future conveyances or other authorizations to use the 
public lands there was to be a reservation to the United States of 
fissionable materials. Executive Order No. 9701 was issued March 
4, 1946, to effectuate this same policy as to conveyances of acquired 
realty, that is, excepting fissionable materials. al same policy was 
effectuated by Executive Order 9908, December 5, 1947, which super- 
seded Executive Order 9701. The lipveremnent’ s conveyance of the 
acquired land to which H. R. 12938 pertains was made in 1947 in 
compliance with the aforementioned Executive order, that is, title to 
any and all fissionable materials was reserved. 
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A 1954 amendment to the Atomic Energy Act (68 Stat. 919, sec. 
68b) stipulated that reservations to the United States of fissionable 
materials in public land should, on application of the holder thereof, 
be rescinded by the head of the agency issuing the prior conveyance 
or other authorization to use; this prompted the revocation by Execu- 
tive Order 10596 (February 15, 1955) of Executive Order 9908 which 
applied as has been said, to acquired land. A question arose as to 
whether the term ‘“‘public land” as used in the act of 1954 was broad 
enough to include acquired land, or whether it was meant to include 
only land from the public domain. Since a divergence of opinion 
existed among the various agencies, the Attorney General was re- 
quested by the Atomic Energy Commission to issue an opinion on the 
question; his opinion was that reservations in conveyances of acquired 
land were unaffected by the 1954 amendment. 


NEED FOR LEGISLATION 


Regardless of the interpretation placed upon the 1954 amendment, 
there seems to be no rational basis for treating reservations made in 
conveyances of acquired land any differently than those reservations 
made in conveyances from the public domain. The controlling con- 
sideration is that the United States is no longer insisting on retaining 
its past reservations of title to fissionable materials. 

The land described in H. R. 12938 was “acquired” land at the time 
it was conveyed by quitclaim deed dated October 1, 1947, by the 
Government to the city of Tallahassee, Fla. Had this land been a 
part of the public domain, a release could now be obtained adminis- 
tratively pursuant to the 1954 amendment; but being acquired land, 
special legislation is necessary to effectuate the release. 

Since acquiring the land in 1947, the city of Tallahassee has sold 
several industrial sites from the tract, the proceeds for such sales used 
in the construction of the new municipal airport. However, the pur- 
chasers of these sites were unable to obtain loans to finance improve- 
ments thereon because of the reservations of fissionable materials in 
the deeds of conveyance. Enactment of H. R. 12938 is needed to 
enable not only past purchasers of these sites to improve them, but 
also to facilitate the sale and improvement of additional sites, 

Since in the past few years several bills have been enacted releasing 
reservations of fissionable materials contained in conveyances of 
acquired land, the committee recommended to the Atomic Energy 
Commission that general legislation be proposed which would enable 
releases of such reservations administratively rather than legislatively. 
Accordingly, the Atomic Energy Commission recently submitted such 
a proposal, which was introduced (H. R. 12603) by Mr. Holifield and 
is now pending before the Joint Com™ittee on Atomic Energy. It is 
the hope of the committee that H. R. 12603 will be enacted during 
the 85th Congress. However, since Coxgress may very well adjourn 
within the next 2 months, it was feit proper to report H. R. 12938 
to the House, since the rossibility exists that there might be inadequate 
time for the enactment of H. R. 12603. 


FISCAL DATA 


The enactment of this bill into law will not result in any loss of 
Federal funds or increase in Federal expenditures. 
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AGENCY COMMENTS 


No agency comment was received on the merits of the bill; however, 
the Atomic Energy Commission has taken the position of not opposing 
such bills. In fact, the Atomic Energy Commission has recommended 
legislation which would enable the accomplishment of the purpose of 
H. R. 12938 administratively rather than by special legislation. 


COMMITTEE ACTION 


The committee, after reviewing evidence on the merits of the bill 
and after consideration of congressional policy as reflected in past 
legislation, approved the bill and recommends its enactment. 


O 
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AUTHORIZING THE ENLARGEMENT OF THE ADMINIS- 
TRATIVE HEADQUARTERS SITE FOR ISLE ROYALE 
NATIONAL PARK, HOUGHTON, MICH. 


JuNE 30, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mrs. Prost, from the Committee on Interior and Insular Affairs 
submitted the following 


REPORT 


[To accompany H. R. 5450] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 5450) to authorize the enlargement of the 
administrative headquarters site for Isle Royale National Park, 
Houghton, Mich., and for other purposes, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendment is as follows: 


Strike all after the enacting clause and insert in lieu thereof the 
following language: 


That the Secretary of the Interior is authorized to acquire by purchase or donation, 
or with donated funds, a tract of land, or interests therein, located in Houghton 
Michigan, fronting on Portage Lake and lying to the east of Franklin Street and 
to the north of Carroll Avenue, said land aggregating not more than three acres 
and being known as the Carroll Estate. The property so acquired shall be added 
to the existing nearby administrative headquarters site furnishing services and 
facilities required for the Administration of Isle Royale National Park. 

Sec. 2. Any funds now or hereafter made available for purposes of construction. 
or for purposes of operation and maintenance within Isle Royale National Park 
may be used for such purposes with respect to the administrative site and facilities 
relating thereto at Houghton, Michigan. Any land acquisition funds now or 
hereafter. made available to the Secretary of the Interior for purposes-of the 
National Park system may be used by the Secretary for the acquisition of the 
property authorized to be added to the Headquarters site pursuant to this Act. 


SUMMARY 
Purpose 


H. R. 5450, as amended by the committee, authorizes the Secretary 
of the Interior to acquire by purchase or donation, or with donated. 
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funds, a tract of approximately 3 acres of land located in Houghton, 
Mich., fronting on Portage Lake. The property so acquired will be 
added to the existing nearby administrative headquarters site serving 
the Isle Royale National Park. 


Need 


The existing administrative site for the Isle Royale National Park 
consists of less than 1 acre, contains inadequate and temporary 
buildings for administrative purposes, and will not accommodate a 
new boat being built for the Park Service for the transportation of 
passengers and freight to Isle Royale. The additional acreage is 
required for the necessary expansion of administrative facilities. 


Cost 


The cost of the land involved is reported to be about $10,000. 

Section 2 of the measure provides that any funds made available 
for construction, operation, and maintenance within Isle Royale 
National Park may be used for such purposes with respect to the 
administrative site at Houghton, Mich. Section 2 also provides that 
any land-acquisition funds made available for purposes of the national 
peek sytem may be used for the acquisition of the land described in 
the bill. 

Cost estimates of improvements to be placed on the property are 
not available. However, the committee was informed that funds 
required for such purposes will be sought in connection with the 
Department’s “Mission 66”’ program. 


Departmental recommendations 


The Department of the Interior recommends the enactment of 
H. R. 5450, introduced by Representative Bennett of Michigan. The 
Department recommended the addition of section 2 to the measure. 
The provisions of section 2 are explained in the foregoing under “‘Cost.” 


EXPLANATION OF THE BILL 


Isle Royale National Park is an island in Lake Superior about 70 
miles by water from the administrative headquarters site in Houghton, 
Mich. The park contains about 180,000 acres, all of which were 
donated to the United States by the State of Michigan. 

The administrative headquarters site is maintained on the mainland 
due to the fact that Isle Royale is isolated and inaccessible during 
the winter months. Facilities for transportation by boat of visitors 
to the park also are maintained at this site. 

The administrative headquarters site now consists of a little less 
than 1 acre of land located on the waterfront in the business district 
of Houghton, Mich. The facilities on the site include a headquarters 
building, a storehouse, a garage, and dockage. The buildings are 
said to be old, renovated structures which ‘are of such a temporary 
nature that the local fire department will issue only 1-year permits for 
the use of the * * * structures.” 

The Department points out in its report that the space and physical 
facilities required to meet operational and administrative requirements 
at the present Houghton, Mich., headquarters site are totally in- 
adequate and that more land area is required. According to the 
Department an analysis of future needs shows that provision should 
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be made for a new administrative building with visitor reception 
and interpretive facilities, adequate warehouse and working space, 
vehicle and equipment storage structures, parking facilities for 
visitors, walks and roads, and the improvement and extension of 
docking facilities. 

H. R. 5450, as amended by the committee, permits the Secretary 
to acquire the tract of land described in the bill for the necessary 
expansion of administrative facilities. This tract contains approxi- 
mately 3 acres of land and is said to have about 345 feet of lake 
frontage. The tract is said to be available for $10,000 and the com- 
mittee expects the Department of the Interior to stay within this 
amount in the expenditure of Federal funds for the acquisition of the 
property and interests therein. 


COMMITTEE AMENDMENT 


H. R. 5450, as introduced, would have authorized the Secretary of 
the Interior to acquire 2 tracts of land for the enlargement of the 
existing administrative site. One tract, about an acre in size and 
adjacent to the existing administrative site, is occupied by a flour mill. 
It was estimated that it would cost approximately $115,000 to acquire 
the property at this time. Section 1 of the bill, as amended by the 
committee, excludes this tract from the acquisition authorization. 
Section 2 of the measure was added upon the recommendation of the 
Department of the Interior as set forth in its report on the bill. 


AGENCY REPORT 


The favorable report of the Department of the Interior which ad- 
vises that the Bureau of the Budget has no objection to the submis- 
sion of the report, is set forth following: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 17, 1957. 
Hon. Criarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. EnGiz: Your committee has requested a report on 
H. R. 5450, to authorize the enlargement of the administrative head- 
quarters site for Isle Royale National Park, Houghton, Mich., and for 
other purposes. 

We recommend the enactment of this bill. 

This bill would authorize the acquisition of certain property located 
in Houghton, Mich., for the purpose of enlarging the administrative 
headquarters site for the Isle Royale National Park. Isle Royale 
National Park is located in Lake Superior. A headquarters site for 
the park was established on the mainland at Houghton, Mich., in 
1939. This site affords a satisfactory base for the furnishing of serv- 
ices and facilities that are required in the administration of the park. 
gr a facilities for the transportation by boat of visitors to 
the park. 

With expanding public interest and use of the park, we have in- 
adequate space to meet operational and administrative requirements 
at the present Houghton, Mich. headquarters site. The existing 
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physical facilities there are totally inadequate. They are of such a 
temporary nature that the local fire department will issue only 1-year 
permits for the use of the present structures. With the increased 
usage expected at this primary embarkation point, more land area is 
required. If such additional space were available, we could undertake 
improvement of operational and visitor use facilities at Houghton. 
Our experience in the administration of the park and our analysis of 
future needs at the area and headquarters site shows that provision 
should be made for a new administration building with visitor recep- 
tion and interpretive facilities, adequate warehouse and working 
space, vehicle and equipment storage structures, parking facilities for 
visitors, walks and roads. The attainment.of these objectives, which 
is anticipated under our ‘‘Mission 66” program to the extent that funds 
become available, is contingent upon the acquisition of an adequate 
land area that will accommodate such development. 

For purposes of clarification and in order to resolve any questions 
that may arise hereafter concerning the use of funds that are made 
available for the Isle Royale National Park in connection with the 
headquarters site, we recommend the addition of the following section 
to the bill: “Sc. 2. Any funds now or hereafter made available for 
purposes of operating and maintaining Isle Royale National Park 
may be used for purposes of the administrative headquarters site 
and facilities relating thereto at Houghton, Mich. Any land acquisi- 
tion funds now or hereafter made available to the Secretary of the 
Interior for purposes of the National Park System may be used by 
the Secretary for the acquisition of the property authorized to be 
added to the headquarters site pursuant to this act.” 

We have been advised by the Bureau of the Budget that there 
would be no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 5450 as amended. 


O 
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June 30, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currency, submitted 
the following 


REPORT 


(To accompany 8. 3651] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 3651) to make equity capital and long-term credit more 


readily available for small-business concerns, and for other purposes, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The amendments, as they appear in the reported bill, are as follows: 

1. Page 1, lines 3 and 4, strike out “PURPOSE” and insert 
“POLICY.” 

2. Page 2, strike out the table of contents and insert the following: 


TABLE OF CONTENTS 
TitLe I—Suorr TitLe, STATEMENT OF PoLicy, AND DEFINITIONS 


Sec. 101. Short title. 
Sec. 102. Statement of policy. 
See. 103. Definitions. 


Tirte II—SmaAtut Business INVESTMENT DIVISION OF THE SMALL BUSINESS 
ADMINISTRATION 


Sec. 201. Establishment of Small Business Investment Division. 
Sec. 202. Provision and purposes of funds. 


Trrte I1]—Smauu Business INVESTMENT COMPANIES 


Sec. 301. Organization of small business investment companies. 

Sec. 302. Capital stock and subordinated debentures. 

Sec. 303. Borrowing power. 

Sec. 304. Provision of equity capital for small-business concerns. 

Sec. 305. Long-term loans to small-business concerns. 

Sec. 306. Aggregate limitations. 

Sec. 307. Exemptions. 

Sec. 308. Miscellaneous. 

Sec. 309. Approving State chartered companies for operations under this Act. 
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Titte IV—CoNVERSION OF STATE CHARTERED INVESTMENT COMPANIES AND 
STATE DEVELOPMENT COMPANIES 


TitLe V—Loans To STATE AND LocaL DEVELOPMENT COMPANIES 
TitLeE VI—CHANGES IN FEDERAL RESERVE AUTHORITY 


Sec. 601. Repeal of section 13b of the Federal Reserve Act. 
Sec. 602. Transfer of funds. 


TitLe VII—CriIMINnNAL PENALTIES 


3. Page 4, line 18, strike out “(a)”. 
4. Page 4, strike out lines 23 and 24 and insert the following: 


, 


(3) the terms ‘‘small business investment company” and 
“company” mean a small business investment company 
organized as provided in title III, including a State invest- 
ment company which has obtained the approval of the 
Administrator to operate under the provisions of this Act 
as provided in section 309 and a company converted into a 
small business investment company under section 401 of 
this Act: 


5. Page 5, line 13, strike out “of 1953.”’. 

6. Page 5, insert “and” after the semicolon in line 13; strike out 
lines 14 through 17; and strike out ‘‘(7)” and insert “(6)” in line 18. 

7. Page 5, line 18, strike out “State and local’’. 

8. Page 6, line 22, strike out “of 1953”’. 

9. Page 6, line 22, strike out ‘209 and 219” and insert “13 and 16”. 

10. Page 6, after the period in line 25, add the following new 
sentence: 


Subject to the standards and procedures under section 505 of 
the Classification Act of 1949, as amended, not to exceed 
three positions in the Small Business Investment Division 
of the Administration may be placed in grades 16, 17, and 18 
of the General Schedule established by that Act, and any 
such positions shall be additiona] to the number authorized 
by such section or otherwise. 


11. Page 7, strike out line 7 and all that follows down through page 
9, line 6, and insert the following: 


PROVISION AND PURPOSES OF FUNDS 


Sec. 202. (a) Section 4 (c) of the Small Business Act is 
amended 

(1) by striking out “$650,000,000” each place it ap- 
pears and inserting in lieu thereof “$900,000,000” ; 

(2) by inserting before the period at the end of the 
fourth sentence the following: ”’, and in the exercise of 
the functions of the Administration under the Small 
Business Investment Act of 1958’; and 

(3) by inserting after the seventh sentence the fol- 
losing new sentence: “Not to exceed an aggregate of 
$250,000,000 shall be outstanding at any one time for 
the exercise of the functions of the Administration under 
the Small Business Investment Act of 1958.” 


hy 
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i There are hereby authorized to be appropriated such 
sums as may be necessary and appropriate for the administra- 
tive expenses of the Administration under this Act. 


12. Page 11, line 17, strike out “309 (f)” and insert “308 (f)”. 
13. Page 13, strike out line 20 and all that follows down through 
page 14, line 3, and insert the following: 


oe > 


(b) Shares of stock in small business investment companies 
shall be eligible for purchase by national banks, and shall be 
eligible for purchase by other member banks of the Federal 
Reserve System and nonmember insured banks to the extent 
permitted under applicable State law; except that in no event 
shall any such bank hold shares in small business investment 
companies in an amount aggregating more than 1 percent of 
its capital and surplus. 


14. Page 16, strike out the semicolon in line 19 and all that follows 
down through line 22, and insert a period. 

15. Page 17, after the period in line 8, add the following new 
sentence: 


In agreements to participate in loans on a deferred basis 
under this subsection, the participation by the company shall 
not be in excess of 90 per centum of the balance of the loan 
outstanding at the time of disbursement. 


16. Page 19, line 11, strike out ‘80a’ and insert “80a—18”’. 

17. Page 25, in the sentence beginning in line 6, strike out “and 
local’, and strike out the semicolon and all that follows and insert a 
period. 

18. Page 25, line 19, strike out ‘‘or local”’ 

19. Page 25, after the period in line 21, add the following new 
sentence: 


Funds advanced td a State development company under this 
section shall be treated on an equal basis with those funds 
borrowed by such company after the date of the enactment 
of this Act, regardless of source, which have the highest 
priority, except when this requirement is waived by the 
Administrator. 


20. Page 28, line 3, strike out “Fund for Management Counseling”’ 
and insert ‘Transfer of Funds”’ 
21. Page 28, strike out lines 14 through 20 and insert the following: 


(b) The amounts repaid to the United States pursuant to 
subsection (a) of this section shall be covered into the Treas- 
ury as miscellaneous receipts. 


22. Page 28, strike out line 24 and all that follows down through 
page 29, line 19. 
PURPOSE OF THE BILL 


The primary purpose of the bill as reported is to make equity-type 
capital and Jong-term credit more readily available for small-business 
concerns. The bill proposes to achieve this pur pose through encourag- 
ing the establishment of privately owned small-business investmen|! 
companies. The bill would provide fina Lc er! assistance to help meet 
the initial capital requirements of these new investment companies 
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and also for expansion of their operations. These companies would 
in turn make equity-type loans and extend long-term credit to small- 
business concerns. Thus, there would be no direct Federal investment 
in any small-business concern under this program. 

The bill would also provide Federal assistance to State and local 
development companies to enable them more effectively to help small 
businesses. 

The program would be carried out through a new Small Business 
Investment Division established within the Small Business Adminis- 
tration. A revolving fund of $250 million to be established from 
appropriated funds is authorized to carry out the provisions of the act. 


Neep ror LEGISLATION 


From time to time during the last 25 years the Congress has con- 
sidered proposals to augment existing institutions for supplying capital 
and credit to small businesses. While many bills have been enacted 
in this general area, none of the programs established to date have 
met the needs of small business for equity capital financing or long- 
term credit. 

Testimony received by the committee from representatives of the 
American Bankers Association, the Committee for Economic Develop- 
ment, and the United States Chamber of Commerce, as well as the 
testimony received from the Department of Commerce and the Small 
Business Administration indicates that these organizations are agreed 
that there is real need for a program designed to supply long-term and 
equity-type financing to small businesses. These witnesses were also 
in agreement that on the whole, short-term and intermediate credit 
needs of small businesses are being satisfactorily met through existing 
financial intermediaries, private and Government. 

A recent and most authoritative study of this matter was made by 
the research staff of the Board of Governors of the Federal Reserve 
Board with the knowledge and encouragement of the four congressional 
committees having primary interest—the Banking and Currency Com- 
mittees and the Select Committees on Small Business of both Houses 
of Congress. House Report No. 1889 (85th Cong., 2d sess.) of the 
Select Committee on Small Business issued on June 17, 1958, also 
covers the problems of small-business financing. 

The Federal Reserve Board’s study on the financing problems of 
small business had several objectives. One of these objectives was to 
assemble information bearing on the question of the economy’s facili- 
ties serving these needs. 

The Board’s study found that the financial needs of small business 
vary among different categories of small concerns and that such needs 
are most complex. Information and data compiled clearly indicated 
that most of the unsatisfied demand of small business is for long-term 
loans, equity, or equity-type credit. The commercial banking system 
is not prepared or designed to satisfy needs for equity or long-term 
credit. Traditionally their operations have been confined to short 
and to, a limited extent, intermediate-term loans. 

As indicated by the Federal Reserve Board’s study, the unavail- 
ability of long-term loan and equity capital is clearly one of the most 
important problems of small business today. Such investment capital 
must necessarily come from the personal savings of the people and 
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most of these savings are going into existing financial intermediaries 
such as our large insurance companies, savings banks, and others 
which in turn reinvest these funds. The question then may well be 
asked why these institutional investors do not undertake investment 
of this type. 

Institutional investors generally are limited by law in the choice 
of their investments. When these institutions can exert judgment in 
the matter of making investments it is found they prefer investing 
their funds in those securities which have active national markets. 
Information available to the committee indicates that institutional 
investors have shown little desire to invest in small concerns on a long- 
term basis and it is unlikely that their investment policies will change 
in this respect. 

The business loan program of the Small Business Administration is 
limited to providing short-term and intermediate-term credit when 
such loans are unavailable from private financial institutions. This 
program does not provide equity financing. The Federal Govern- 
ment, therefore, at this time bas no program which would make avail- 
able long-term loans and equity capital to small business. 

Most of the testimony received by the committee, and in particular 
the study of this problem by the Federal Reserve Board, points to the 
fact that there is a real need at this time to stimulate the availability 
of capital funds to small business; and there is a gap in the economy’s 
present financial mechanism which prevents the small businesses of 
the country from obtaining needed long-term and equity-type financ- 
ing. Your committee believes that Federal legislation is needed to 
meet this problem. The bill as reported is designed to establish a 
sound and effective program to help meet the long-term capital needs 
of small business. The bill in our judgment provides for a carefully 
reasoned and needed approach to a heretofore unchartered field. 


EsTABLISHMENT OF A SMALL Business INVESTMENT DIVISION IN 
THE SMALL Business ADMINISTRATION 


The bill would establish in the Small Business Administration @ 
Small Business Investment Division. This Division would be headed 
by a Deputy Administrator who would be appointed by the Admin- 
istrator of the Small Business Administration. All powers which 
would be conferred by the act upon the Administration would be 
exercised by the Small Business Investment Division; and those 
powers which would be conferred upon the Administrator would be 
exercised by him through the Deputy Administrator. The Small 
Business Investment Division would be a semiautonomous Division 
within the Small Business Administration. The new functions pro- 
vided for in the bill would be separate and distinct from the other 
functions of the Small Business Administration. 


APPOINTMENT AND CONFIRMATION OF DEPUTY ADMINISTRATOR 


The committee seriously considered including in the bill a provision 
requiring that the Deputy Administrator appointed to head the new 
Division be appointed by the President and confirmed by the Senate. 
It believed that such a method of selection would give added stature 
to the new office and would place the Deputy Administrator in a 
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stronger position to administer the provisions of the act in an inde- 
pendent manner. The committee, however, recognized the organiza- 
tional problems that would result from such a provision since the 
Administration already has three Deputy Administrators established 
by law who are appointed by the Administrator. Accordingly, the 
bill would provide that the new Deputy Administrator should like- 
wise be appointed by the Administrator. 


RECOMMENDATION OF THE COMMITTEE TO THE SENATE 


The committee, however, recommends that the Senate during its 
consideration of H. R. 7963, ““The Small Business Act,’’ amend that 
bill so as to require that all Deputy Administrators of the Small 
Business Administration be appointed by the President and confirmed 
by the Senate. 

PROVISION OF FUNDS 


The bill would provide funds for the program by authorizing an 
additional $250 million of appropriations to the existing revolving fund 
of the Small Business Administration which was established by the 
Small Business Act of 1953. These additional funds, however, could 
be used only to carry out the purposes of the Small Business Invest- 
ment Act. 

The Small Business Administration obtains its funds through annual 
appropriations. The committee believes that funds necessary to 
carry out the purposes of this new program, which would be ad- 
ministered through a Division within the Small Business Administra- 
tion, should also be obtained through annual appropriations. 


SmaLut Business INVESTMENT COMPANIES 
ORGANIZATION OF SMALL BUSINESS INVESTMENT COMPANIES 


The Small Business Administration (Small Business Investment 
Division) would be authorized under the bill to charter small-business 
investment companies. This authority would terminate as of June 30, 
1961, but this termination would have no effect upon the continuing 
activities of any small-business investment companies chartered under 
this authority. 

The bill would require 10 or more persons to sign the articles of 
incorporation of the proposed small-business investment company 
which would be filed with the Small Business Administration. Such 
articles of incorporation, when approved by SBA, would establish 
the company as a Federal corporation with the usual powers necessary 
to do business and to carry out the purposes for which they are 
established. In issuing any permit, the SBA would consider (1) the 
need for small-business financing in the area where the proposed 
company is to operate; (2) the character of the proposed management 
of the company; (3) the number of such companies already formed 
in the United States and the volume of their business; and (4) other 
related factors. 

Your committee has provided for a termination date (June 30, 
1961) of the authority of SBA to charter small-business investment 
companies. Thereafter, such companies must be chartered under 
State law and may be given permission to operate under this program 
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provided they qualify and are approved by the SBA. Within 3 years 
all States show be in a position to enact the necessary enabling 
legislation to permit the chartering of small-business investment com- 
panies to operate under this program, consequently the chartering 
function in SBA will be unnecessary after June 30, 1961. 


CAPITAL STOCK REQUIREMENTS 


The bill would require that each small-business investment company 
have not less than $300,000 of paid-in capital and surplus before com- 
mencing business. 

In order to encourage the formation of small-business investment 
companies, the SBA is authorized to provide a maximum of $150,000 
to each such company formed, through the purchase of subordinated 
debentures. These subordinated debentures are in fact debt obli- 
gations of the company occupying a junior position to other debt 
incurred by the company. However, in applying the following three 
limitations in the act the subordinated debentures would be treated 
as paid-in capital: (1) minimum capital required for formation of 
investment company, (2) the general limitation that other loans from 
SBA may not exceed 50 percent of paid-in capital and surplus of the 
company, and (3) the limitation that loans to an individual small- 
business concera may not exceed 20 percent of the capital and surplus 
of the investment company. 

To facilitate further the formation of small-business investment 
companies the bill would authorize national banks to purchase stock 
in such companies. It would also authorize State member banks and 
nonmember insured banks to purchase such stock, where compatible 
with State law. However, no such bank would be able to hold shares 
in these companies in amounts aggregating more than 1 percent of the 
bank’s capital and surplus. 

Your committee wishes to make it quite clear that the bill would 
in no way preclude other types of institutions from purchasing stock of 
these companies. Their ability to do so, however, would depend 
entirely upon applicable Federal or State laws. 


SBA LOANS TO INVESTMENT COMPANIES 


The bill would also authorize the SBA to lend money to a small- 
business investment company on terms and at a rate of interest 
established by the Administration. The total amount loaned, how- 
ever, could not exceed 50 percent of the paid-in capital and surplus 
of such company. The company would be authorized to borrow 
additional funds from private sources under conditions, limitations 
and regulations as the SBA may prescribe. 

Your committee hopes and expects the major portion of the operat- 
ing funds of these companies to come from private sources. On the 
other hand the committee realizes that initially a greater demand will 
be for funds from the Government until the experience of these 
companies and their success have been proven. 


EQUITY-TYPE CAPITAL FOR SMALL BUSINESSES 


Small-business investment companies are authorized to provide 
equity-type capital to small-business concerns through the purchase 
of convertible debentures which shall contain such terms and interest 
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rates as the companies fix under SBA regulations. These debentures 
are to be convertible at the option of the company or a holder in due 
course, up to and including the date of call, into stock of the small- 
business concern at the sound book value of such stock as determined 
at the time the debentures were issued. 

The committee believes that’ the use of convertible debentures, 
which has been developed to a high degree in recent years by many 
large, publicly financed companies, is the most suitable financing i in- 
strument for this type of program. This type of debenture is attrac- 
tive to speculative investors who want an opportunity to share in the 
future prosperity of a business beyond the fixed claim of ordinary debt. 
In view of the risk inherent in, and the admittedly experimental nature 
of the financing which this bill seeks to encourage, consideration must 
be given to encouraging such speculative investors. 

Before an investment company purchases any such convertible 
debentures, it may require the small-business concern to refinance its 
outstanding indebtedness so that the investment company is the only 
holder of indebtedness of such concern. Furthermore, to protect the 
investment company, such small-business concern may be required 
to agree not to incur further indebtedness without approval of the 
investment company. 

Whenever an investment company provides capital to a small- 
business concern through the purchase-of convertible debentures, such 
concern is required to purchase stock in the investment company in 
an amount equalling from 2 to 5 percent of the amount of the capital 
provided, as established by SBA regulation. The purpose of this 
stock-purchase requirement is to build up the investment of private 
funds and, in due course, to make Federal participation unnecessary. 


LOANS TO SMALL-BUSINESS CONCERNS 


Small-business investment companies are authorized to make loans 
“of such sound value, or so secured, as reasonably to assure repay- 
ment’’ to small-business concerns, both incorporated and unincorpo- 
rated. These loans may be made directly or in participation with 
other lending institutions. The maximum interest rate on such 
loans is to be set by the SBA. The maximum maturity of such loans 
is 20 years, but an investment company may extend the maturity of 
a loan for an additional 10 years if such extension will aid in the 
orderly liquidation of a loan. If, for example, a company grants a 
20-year amortized loan of $20,000, payable in annual $1,000 payments, 
and after 15 payments have been made the borrower finds it impos- 
sible to continue payments at that rate, the company would be free 
to reduce the remaining payments and extend the maturity of the 
loan, up to 10 additional years so as to retire the balance of the debt 
at the reduced rate of payment. The company presumably would 
delay granting the extension until the loan matures, but the existence 
of this extension authority would permit the accommodation of the 
borrower, in appropriate cases, during the life of the loan. 

Without approval of the SBA, the total amount which a small busi- 
ness investment company may lend and invest in a single small- 
business concern may not exceed 20 percent of the combined capital 
and surplus of such investment company (subordinated debentures 
purchased by the SBA under this bill are treated as part of capital and 
surplus for purposes of this limitation), 
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EXEMPTIONS FROM SECURITIES ACTS 


The Securities and Exchange Commission would be authorized to 
exempt securities which are issued by small-business investment 
companies from the regulatory provisions contained in the Securities 
Act of 1933 and the Trust Indenture Act of 1939, if it finds that such 
exemption will not jeopardize the protection of investors or the public 
interest. These exemptions would, be subject to such terms ma con- 
ditions as the SEC may prescribe in its rules and regulations. Any 
such exemption from the Securities Act of 1933 would not affect any 
criminal or civil liabilities imposed by section 12 or section 17 of that 
act (relating to fraud or false statements). 

A limited exemption from the Investment Company Act of 1940 is 
also included in the bill for those small-business investment companies 
which may be subject to regulation under that act. Such companies 
would be exempted by S. 3651 from the 1940 act’s requirement of a 
300-percent asset coverage for indebtedness. The bill provides that 
the SBA may prescribe limitations on borrowing by small-business 
investment companies. No definite debt-to-capital ratio is prescribed 
in the bill because of the experimental nature of this program. 


StaTE CHARTERED CoMPANIES 


The bill offers two avenues for State-chartered companies to qualify 
for SBA loans and investments under title ITI, and for the tax benefits 
referred to later in this report. 

First, the bill contemplates that during the 3-year period in which 
SBA may charter companies, the States would have an opportunity 
to establish the necessary machinery for chartering State companies 
to operate under the new program. Whena State charters a company 
for this purpose, the company could, with SBA approval, operate as 
a small-business investment company under the act, with the same 
rights and obligations as an SBA-chartered company. 

Second, during the period in which SBA may charter small-business 
investment companies, the bill would authorize any investment com- 
pany or State development company to convert into an SBA-chartered 
company, with SBA’s approval, by vote of shareholders holding a 
majority of the stock. Any company so converting would have all 
the rights and obligations of a small-business investment company 
originally chartered by SBA. This provision would not, of course, 
supersede State law; that is, it would apply only if the conversion is 
permitted by the State. 

Thus the bill provides for ultimate transition from Federal charter- 
ing to State chartering, and would permit existing State-chartered 
companies which desire to do so to participate in the new program 
promptly by converting to SBA charters. 


SBA Loans To Strate AND Loca DeveLopMEeNtT COMPANIES 


The bill recognizes that State and local development companies 
can play an important role in helping supply small businesses with 
long-term loans and with plant facilities. About half of our States 
now have active State development companies or are considering 
proposals for establishing such companies, according to a study re- 
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cently made for SBA. Commerce Department figures indicate that 
approximately 1,800 communities have established local industrial 
development corporations. Title V of the bill provides for SBA 
loans to these development companies in order to stimulate their 
activities on behalf of small business concerns. 

Section 501 of the bill would authorize SBA to make loans to any 
State development company in a total amount not exceeding the 
amount borrowed by the company from all other sources. These 
companies typically have a line of credit with member institutions 
such as cumsaiioeal banks and insurance companies, under an agree- 
ment pledging the member institution to supply funds, on call, at a 
fixed ratio to the paid-in capital of the development corporation. 
Under the bill, in effect, SBA could match the investments made by 
these member institutions, thereby helping to alleviate the shortage 
of funds which has restricted the activities of the State development 
companies. The availability of these Federal funds should also 
stimulate the sale of stock by the development companies, generating 
further investment by the member institutions. 

Section 501 as reported by your committee authorizes loans to State 
development companies only. As passed by the Senate, the section 
would have authorized loans to local development companies also, 
until July 1, 1961. Since unsecured loans may be made under section 
501, your committee concluded that the section should be restricted 
to companies operating on a statewide basis, which are apt to be 
better capitalized and more widely diversified. 

Section 502 provides for secured loans to both State and local 
development companies for site acquisition and plant construction, 
where the proceeds of the loan will assist an identifiable small-business 
concern. After June 30, 1961, such loans could be made only to 
State development companies. 


Tax PROVISIONS 


In cooperation with the House Ways and Means Committee, the 
Senate Finance Committee has agreed to include in H. R. 8381— 
“Technical Amendments Act of 1957’’—tax provisions which should 
prove helpful in increasing the amount of private funds available to 
the proposed investment companies. These tax provisions are en- 
dorsed by the Treasury Department. This amendment provides 
that taxpayers investing in the stock of small-business investment 
companies would be allowed an ordinary-loss deduction rather than 
a capital-loss deduction on losses arising from worthlessness or sale of 
such stock. Small-business investment companies would also be 
allowed an ordinary loss deduction, rather than a capital loss deduc- 
tion, on losses sustained on convertible debentures, including stock 
received pursuant to the conversion privilege. The loss deduction 
would include losses due to worthlessness as well as those arising from 
sale or exchange of the security. 

The small-business investment companies would also be allowed a 
deduction of 100 percent of dividends received from a taxable domestic 
corporation rather than the 85 percent deduction allowed corporate 
taxpayers generally. 

The committee believes that these tax incentives are necessary if 
the proposed program is to attract private funds in sufficient volume 
to be of practical benefit to small businesses. 
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DirFERENCES BETWEEN THE Britt AS PASSED THE SENATE AND THE 
Birt as Reporrep In THE House 


The following is a list of the differences of substance between the 
bill as passed the Senate and the bill as reported in the House: 


1. Definition of small-business investment company 


As passed the Senate, the bill defined the term “company” to mean 
a small-business investment company organized under title III of the 
bill. As reported in the House, the bill contains additional language 
making it clear that such term (as well as the term ‘small-business 
investment company”’ itself) also includes a State-chartered company 
which is approved by the Administrator to operate under the program 


or which is converted into a small-business investment company under 
the bill. 


2. Definition of investment companies 

As passed the Senate, the bill contained a definition of the term 
‘Investment companies” which in effect required a State-chartered 
investment company to meet the definition contained in the Invest- 
ment Company Act of 1940 in order to qualify for conversion into 
a small-business investment company under title IV of the bill. As 
reported in the House, the bill does not contain this provision. 


8. Supergrade positions 

As reported in the House, the bill authorizes 3 new “supergrade”’ 
positions (grades 16, 17, and 18) in the Administration to make 
allowance for the additional officials who will be needed to carry out 
the new program. As passed the Senate, the bill did not contain this 
provision. 
4. Provision of funds 


As passed the Senate, the bill provided the sum of $250 million for 
the new program, making such sum available over a 3-year period 
through public-debt transactions the proceeds of which would con- 
stitute a new and separate revolving fund. As reported in the House, 
the bill also provides the sum of $250 million for the program; but. it 
makes such sum available by increasing the amount authorized to be 
appropriated to the Administration’s existing revolving fund and by 
earmarking the increased amount for the new program. 


5. Purchase of small-business investment company stock by banks 


As passed the Senate, the bill authorized the purchase of small- 
business investment company stock by banks, financial institutions, 
insurance companies, corporations, partnerships, and other persons, 
limiting the aggregate amount of such stock which may be held by a 
Federal Reserve member bank or an FDIC-insured bank to 1 percent 
of its capital and surplus. The corresponding provision of the bill 
as reported in the House is limited to ars he extent to which 
other institutions could buy such stock would, of course, continue to be 
governed by other applicable law. The House bill adds new language 
to make it clear that the right of Federal Reserve member banks and 
FDIC-insured banks to purchase small-business investment company 
stock up to 1 percent of their capital and surplus is subject (except 
in the case of national banks) to the provisions and restrictions of 
applicable State law. 
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6. Authority to defer compliance with stock-purchase requirement 


In requiring a small-business concern receiving capital under the 
bill to invest in the stock of the investment company furnishing the 
capital (in an amount equal to not less than 2 nor more than 5 percent 
of the capital so furnished), the bill as passed the Senate authorized 
the Administrator to permit such concern to postpone making its 
investment in such stock for a period of up to 3 years. The bill as 
reported in the House eliminates this authority to permit the post- 
ponement of the required investment. 


7. Loans to small-business concerns on a participation basis 


In authorizing long-term loans by small-business investment com- 
panies to small-business concerns, the Senate bill permitted such loans 
to be made either directly or on a participation basis. The bill as 
reported in the House adds new language limiting small-business in- 
vestment company participation, where the loan is made on a deferred 
participation basis, to 90 percent of the balance of the loan outstanding 
at the time of disbursement. 


8. Loans to local development companies 


As passed the Senate, the bill authorized the Administration to 
make loans to State and local development companies in exchange for 
their obligations, to assist in carrying out the purposes of the act, 
with a termination date for loans to local development companies of 
June 30, 1961. The bill as reported in the House eliminates the 
authority to make such loans to local development companies. How- 
ever, the authority to make secured loans to local development com- 
panies for plant construction or improvement is retained. 


9. Priority of loans made to State development companies 

As reported in the House, the bill provides that funds loaned to 
State development companies under the program referred to in the 
preceding paragraph must be treated on an equal basis with funds of 
the highest priority borrowed by such companies from other sources 
after the enactment of this bill, except when this requirement is 
waived by the Administrator. The bill as passed the Senate did not 
contain this provision. 


10. Fund for management counseling 


As passed the Senate, the bill repealed section 13b of the Federal 
Reserve Act (which authorizes working-capital loans to business 
concerns by Federal Reserve banks) and provided that amounts 
repaid to the United States by those banks as a result of such repeal 
shall be used to finance a new program of grants for management 
counseling under the Small Business Act. The bill as reported in the 
House eliminates the new management counseling program and 
provides that amounts repaid as a result of the repeal of section 13b 
shall be covered into the Treasury as miscellaneous receipts. 
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SECTION-BY-SECTION SUMMARY OF THE Britt AS RBPORTED 


TITLE I-—-SHORT TITLE, STATEMENT OF POLICY, AND DEFINITIONS. 


Section 101. Short title 


This section provides that the act may be cited as the “Smalf 
Business Investment Act of 1958,”’ and contains the table of contents. 


Section 102. Statement of policy 


This section declares it to be the policy of the Congress and the 
purpose of the act to improve and pcan the national economy, 
and particularly the small-business segment thereof, by establishing 
a program to stimulate and supplement the flow of private equity 
capital and long-term loan funds which small-business concerns need 
for sound financing and for growth, expansion, and modernization, 
but which are not available in adequate supply. This program is to 
be carried out in such manner as to insure that private financing 
sources will participate to the maximum extent possible and that it 
will not result in increased unemployment in any area of the country. 


Section 103. Definitions 


This section contains definitions of terms used in the bill. 

Paragraphs (1) and (2) define the terms “Administration” and “‘Ad- 
ministrator’’ to mean the Small Business Administration and its 
Administrator. 

Paragraph (3) defines the terms “‘small-business investment com- 
pany” and “‘company”’ to mean a small-business investment company 
organized under the bill, including any State-chartered company which 
is approved by the Administrator as a small-business investment 
company or converted into such a company pursuant to the provisions 
of the bill. 

Paragraph (4) defines the term “United States” to mean the States 
and Territories, the District of Columbia, and the Commonwealth 
of Puerto Rico. 

Paragraph (5) provides that the term “small-business concern’’ 
means the same as it does in the Small Business Act. 

Paragraph (6) defines the term “development companies” to meam 
enterprises incorporated under State law with authority to promote 
and assist the growth and development of small-business concerns. 


TITLE II--SMALL BUSINESS INVESTMENT DIVISION OF THE SMALL 
BUSINESS ADMINISTRATION 


Section 201. Establishment of Small Business Investment Division 

This section establishes in the Small Business Administration a 
Small Business Investment Division, through which the Administrator 
would exercise the powers conferred by the bill. The new Divisiom 
would be headed by a Deputy Administrator who would be appointed 
by the Administrator and receive the same compensation as the other 
deputy administrators of the Administration. In carrying out the 
new small-business investment program, the Administrator would 
have (in addition to the authority specifically provided by the bill) 
all of the functions, powers, and duties generally vested in him and 
in the Administration under the Small Business Act; and the pro- 
visions of that act imposing criminal penalties for false statements 
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and misappropriation, and requiring certain certifications and agree- 
ments as a condition of financial assistance, are made applicab e to 
operations under the new program. Three new ‘supergrade” posi- 
tions would be established within the Administration to make allow- 
ance for the additional officials required to carry out the new program. 
Section 202. Provision and purposes of funds 

Subsection (a) of this section makes available the sum of $250 
million for carrying out the new small-business investment program, 
by increasing the total amount which is authorized to be appropriated 
to the existing Small Business Administration revolving fund and 
providing that $250 million of such total amount may be used only 
for the new program. 

Subsection (b) authorizes the appropriation of amounts needed for 
the administrative expenses incurred in carrying out the program. 


TITLE III—-SMALL BUSINESS INVESTMENT COMPANIES 


Section 301. Organization of small business investment companies 

Subsection (a) of this section provides that, until June 30, 1961, 
small-business investment companies may be chartered by SBA to 
operate under the act. Ten or more persons would be required to 
subscribe to the articles of incorporation in order to form such a 
company. 

Subsection (b) sets forth the information required to be specified in 
the articles of incorporation of such a company—its objectives, 
name, area of operation, principal office, capital stock, and other 
pertinent matters—and provides that such articles and any amend- 
ments thereto shall be subject to the approval of the Administration. 

Subsection (c) sets forth the procedure under which the Adminis- 
tration would approve the articles of incorporation of such a company 
and issue it a permit to begin doing business, specifying some of the 
factors (the need for small-business financing in the area, the character 
of the proposed company, and the number and volume of business of 
similar companies previously organized) which must be taken into 
consideration in giving such approval. 

Subsection (d) sets forth the powers of a small-business investment 
company, providing that such a company shall have power to use a 
corporate seal, to have succession for 30 years (unless extended as 
provided in the bill, or sooner dissolved), to make contracts, to sue 
and be sued, to appoint and dismiss officers and employees, to adopt 
bylaws, to establish branch offices, to deal in various ways with 
property, to act as a Government de ‘pository or fiscal agent, and to 
exercise other specified or necessarily incidental powers. 

Subsection (e) provides that the board of directors of each such 
company shall consist of nine members elected annually by its share- 
holders. 





Section 302. Capital stock and subordinated debentures 

Subsection (a) of this section requires each small-business invest- 
ment company to have a paid-in capital and surplus of $300,000 to 
begin doing business. Half of this amount could come from the pur- 
chase by the Administration of the company’s debentures, which would 
be subordinate to any of the other obligations of the company. 
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Subsection (b) permits the purchase of stock in small-business in- 
vestment companies by national banks, and by other Federal Reserve 
member banks and FDIC-insured banks when not prohibited by State 
law, up to an aggregate of 1 percent of the bank’s capital and surplus. 

Subsection (c) authorizes the Administration to limit the aggregate 
umount of small-business investment company stock which may be 
nih an or controlled by any stockholder or group or class of stock- 
holders. 


Section 303. Borrowing power 


Subsection (a) of this section authorizes small business investment 
companies to borrow money and issue obligations therefor, under 
limitations and regulations prescribed by the Administration. 

Subsection (b) authorizes the Administration to lend funds to 
small-business investment companies by purchasing their obligations, 
in amounts not exceeding 50 percent (outstanding at any one time) 
of the paid-in capital and surplus of any such company. 

Section 304. Provision of equity capital for small-business concerns 

Subsection (a) of this section declares it to be a primary function 
of small-business investment companies to provide a source of needed 
equity capital for small-business concerns, 

Subsection (b) describes the manner in which equity capital is to be 
furnished by small-business investment companies to small-business 
concerns under the program. It provides that such capital shall be 
furnished only through the purchase of debenture bonds, issued by 
such concerns, which contain terms fixed by the investment company 
and are callable (on 3 months’ notice) at par plus accrued interest, 
and which are convertible at any time into stock of the small-business 
concern at the sound book value of such stock as determined at the 
time of the issuance of the debentures. 

Subsection (c) authorizes any small-business investment company, 
before furnishing capital to a small-business concern, to require such 
concern to refinance any outstanding indebtedness and to agree “not 
to incur any further indebtedness without first securing the approval 
of the investment company. 

Subsection (d) requires a small-business concern, when receiving 
equity capital from a small-business investment company under the 
act, to invest in the stock of such company in an amount equal to not 
vess than 2 nor more than 5 percent of the capital so furnished. 


Section 305. Long-term loans to small-business concerns 


Subsection (a) of this section authorizes small-business investment 
companies to make loans to small-business concerns (incorporated or 
unincorporated) to provide them with funds needed for sound finar c- 
ing, growth, modernization, and expansion. 

Subsection (b) provides that such loans may be made either directly 
or on a participation basis, with participation by the investment com- 
pany limited to 90 percent in the case of a loan made on a deferred 
participation basis. 

Subsection (c) authorizes the Administration to set the maximum 
rate of interest on such loans. 

Subsection (d) provides a maximum maturity of 20 years for such 
loans. 

Subsection (e) requires that each such loan be of such sound value 
or so secured as reasonably to assure repayment. 
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Subsection (f) authorizes the investment company to extend or re- 
new any such loan for up to 10 years if necessary to aid in its orderly 
liquidation. 


Section 306. Aggregate limitations 


This section provides that the amount of assistance which a small- 
business investment company may furnish to any one small-business 
concern may not exceed 20 percent of the company’s authorized capital 
and surplus, except with the approval of the Administration. 


Section 307. Exemptions 


Subsection (a) of this section authorizes the Securities and Exchange 
Commission to exempt any class of a small-business investment com- 
pany’s securities from the registration and other requirements of the 
Securities Act of 1933. 

Subsection (b) authorizes such Commission to allow a correspond- 
ing exemption from the requirements of the Trust Indenture Act of 
1939. 

Subsection (c) exempts small-business investment companies from 
certain provisions of the Investment Company Act of 1940 which re- 
quire 300 percent asset coverage for indebtedness. 


Section 308. Miscellaneous 


Subsection (a) of this section provides that wherever practicable 
small-business investment companies shall perform their functions in 
cooperation with banks and other financial institutions, rendering 
services to and obtaining services from such institutions on a fee basis. 

Subsection (b) authorizes small-business investment companies to 
utilize the advisory services of the Federal Reserve System and the 
Department of Commerce, to provide consulting and advisory serv- 
ices on a fee basis, to utilize Federal Reserve banks as depositories 
and fiscal agents, and to invest any funds not currently needed in 
Government obligations. 

Subsection (c) authorizes the Administration to prescribe regula- 
tions to carry out the program, to make examinations of small-busi- 
ness investment companies, and to require periodic reports from such 
companies. 

Subsection (d) provides for the dissolution and forfeiture, through 
an action brought in a United States court at the instance of the 
Administration or the Attorney General, of any small-business in- 
vestment company which violates or fails to comply with the act or 
any regulations issued thereunder. 

Subsection (e) authorizes the Administration, upon determining 
that a violation of or noncompliance with any of the provisions of 
the act or of regulations issued thereunder is occurring or is likely 
to occur, to secure an injunction against such violation or an order 
enforcing compliance with such provision in the appropriate United 
States district court. 

Subsection (f) provides that the shareholders of a small business 
investment company, by a two-thirds vote and with the approval of 
the Administration, may extent the period of such company’s corpo- 
rate existence (30 years from the time of its formation) by an addi- 
tional period of up to 30 years, subject to earlier dissolution or forfei- 
ture of its franchise as provided in the act. 
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Subsection (g) makes it clear that the United States has no ‘lia- 
bility with respect to any of the obligations, securities, or commit- 
ments of a small-business investment company. 


Section 309. Approving State-chartered companies for operations under 
the act 

This section provides that any investment company chartered under 
State law expressly for the purpose of operating under the act may do 
so if the Administrator (having due regard to the factors specified 
in connection with the formation of federally chartered small-business 
companies) gives his approval; and any State-chartered company so 
approved would have the same status in all respects as a small-business 
investment company originally chartered under the act. 


TITLE IV—-CONVERSION OF STATE CHARTERED INVESTMENT COMPANIES 


AND STATE DEVELOPMENT COMPANIES 
Section 401 z 

Subsection (a) of this section provides that a majority of the share- 
holders of any investment company or State development company 
(subject to applicable State law) may, at any time before July 1961 
and with the approval of the Administration, convert such company 
into a small-business investment company under the act. 

Subsection (b) provides for the execution by such company’s direc- 
tors of the articles of association and the organization certificate, and 
provides that such directors shall execute such other papers and take 
such other action as may be necessary to perfect and complete the 
company’s organization as a small-business investment company. 
The company’s shares of stock would be for the same amount after 
the conversion as before, and its directors would continue in office 
until an election is held under regulations of the Administration. 

Subsection (c) confers upon such a company, after it has received 
from the Administration a certificate of compliance with the provi- 
sions of the act, the same status in all respects as a small-business 
investment company originally organized under the act. 


TITLE V-—-LOANS TO STATE AND LOCAL DEVELOPMENT COMPANIES 


Section 501 

Subsection (a) of this section authorizes the Administration to 
make loans to State development companies to assist in carrying out 
the purposes of the act, in exchange for obligations containing such 
such terms as the Administration may fix, without regard to the use 
and investment by such companies of their other funds. 

Subsection (b) provides that the amount which may be borrowed 
by a State development company from the Administration under 
subsection (a) may not exceed the total amount borrowed by it from 
all other sources. It also requires that funds borrowed by such a 
company from the Administration be treated on an equal basis with 
funds of the highest priority hereafter borrowed by the company 
from other sources, except when this requirement is waived by the 
Administrator. 


H. Rept. 2060, 85-2——-3 
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Section 502 


This section authorizes the Administration to make loans (in 
addition to those made under sec. 501 in exchange for development 
company obligations) to both State and local development companies 
for plant construction, acquisition, or expansion (including the 
acquisition of land). Such loans could be made either directly or on 
a participation basis, with the Administration’s participation limited 
to 90 percent in the case of a loan made on a deferred participation 
basis, and must be so secured as reasonably to assure repayment. 
The proceeds of each such loan would be required to be used by the 
development company to assist an identifiable small-business concern 
for a sound business purpose, and would be limited to $250,000 for 
each such concern. Any such development company would have to 
meet criteria established by the Administration. The interest rate 
on such loans would be fixed by the Administration. The maximum 
maturity would be 10 years plus any additional period necessary to 
complete construction, and plus a further period of up to 10 years 
when necessary for the orderly liquidation of the loan. The authority 


to make such loans to local development companies would terminate 
June 30, 1961. 


TITLE VI—CHANGES IN FEDERAL RESERVE AUTHORITY 


Section 601. Repeal of section 13b of the Federal Reserve Act 

This section (effective 1 year after date of enactment) repeals 
section 13b of the Federal Reserve Act, which authorizes working- 
capital loans to business concerns by Federal Reserve banks, subject 
to a reservation to such banks of the power to carry out and protect 


their interest in transactions heretofore entered into. 
Section 602. Transfer of funds 

Subsection (a) of this section directs the Federal Reserve banks, 
within 60 days after date of enactment, to pay to the United States 
all amounts heretofore advanced to them by the Secretary of the 
Treasury for operations under section 13b of the Federal Reserve 
Act. Such payment would constitute a full discharge of their liability 
to the United States under that section. . 

Subsection (b) provides that amounts so repaid to the United 
States shall be covered into the Treasury as miscellaneous receipts. 


TITLE VII—CRIMINAL PENALTIES 
Section 701 

This section amends title 18 of the United States Code to make it a 
crime for any officer, director, or employee of a small-business invest- 
ment company to make a loan to an examiner of such company, or for 
such examiner to accept such a loan. 
Section 702 


This section amends title 18 of the United States Code to make it a 
crime for any officer, director, or employee of a small-business invest- 
ment company to receive a fee, gift, or commission (other than as 
compensation for services rendered) for any transaction of the com- 
pany, or to cause or procure such a company to charge or receive any 
unauthorized fee, gift, or other consideration. 
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Section 703 


This section amends title 18 of the United States Code to make it a 
crime for any officer, agent, or employee of a small-business investment 
company to embezzle or willful y misapply any of such company’s 
funds, securities, or other things of value. 

Section 704 

This section amends title 18 of the United States Code to make it 
a crime for any officer, agent, or employee of a small-business invest- 
ment company, with intent to defraud, to make a false entry in the 
company rec ords or to engage in certain unauthorized transactions. 
Section 705 


This section amends title 18 of the United States Code to make it 
a crime for any person knowingly to make any false statement or 
report or willfully to overvalue any property or security for the pur- 
pose of influencing the action of 4 small-business investment company. 


CHANGES IN Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed i is shown in roman): 


SECTION 3 OF THE Securities Act or 1933 
(15 U.S. C. 77c) 


EXEMPTED SECURITIES 


Sec. 3. (a) Except as hereinafter expressly provided, the provi- 
sions of this title shall not apply to any of the following classes of 
securities : 

(1) Any security which, pe to or within sixty days after the 


enactment of this title, has been sold or disposed of by the issuer or 
bona fide offered to the public, but this exemption shall not apply to 
any new offering of any such security by an issuer or underwriter 
puoeotnent to such sixty days; 

) Any security issued or guaranteed by the United States or any 
Territory thereof, or by the District of Columbia, or by any State of 
the U nited States, or by any political subdivision of a State or Terri- 
tory, or by any public instrumentality of one or more States or 
Territories, or by any person controlled or supervised by and acting 
as an instrumentality of the Government of the United States pur- 
suant to authority granted by the Congress of the United States, or 
any certificate of deposit for any of the foregoing, or any security 
issued or guaranteed by any national bank, or by any banking institu- 
tion organized under the laws of any State or Territory or the District 
of Columbia, the business of which is substantially confined to banking 
and is supervised by the State or Territorial banking commission or 
similar official; or any security issued by or representing an interest 
in . a direct obligation of a Federal Reserve Bank; 

) Any note, draft, bill of exchange, or bankers’ acceptance 
which arises out of a current transaction or the proceeds of which 
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have been or are to be used for current transactions, and which has 
a maturity at the time of issuance of not exceeding nine months, 
exclusive of days of grace, or any renewal thereof the maturity of 
which is likewise limited; 

(4) Any security issued by a person organized and operated ex- 
clusively for religious, educational, benevolent, fraternal, charitable, 
or reformatory purposes and not for pecuniary profit, and no part 
of the net earnings of which inures to the benefit of any person, 
private stoc ‘kholder, or individual; 

(5) Any security issued by a building and loan association, home- 
stead association, savings and loan association, or similar institution, 
substantially all the business of which is confined to the making of 
loans to members (but the foregoing exemption shall not apply with 
respect to any such security where the issuer takes from the total 
amount paid or deposited by the purchaser, by way of any fee, cash 
value or other dc¥ic e whatsoever, either upon termination of the 
investment at maturity or before maturity, an aggregate amount in 
excess of 3 per centum of the face value of such sec urity), or any 
security issued by a farmers’ cooperative association as ‘defined in 
paragraphs (12), (13), and (14) of section 103 of the Revenue Act 
of 1932; 

(6) Any security issued by a common or contract carrier, the issu- 
ance of which is subject to the provisions of section 20a of the Inter- 
state Commerce Act, as amended: 

(7) Certificates issued by a receiver or by a trustee in bankruptcy, 
with the approval of the court; 

(8) Any insurance or endowment policy or annuity contract or 
optional annuity contract, issued by a corporation subject to the 
supervision of the insurance commissioner, bank commissioner, or 
any agency or officer performing like functions, of any State or 
Territory of the United States or the District of ( ‘olurr bia: 

(9) Any security exchanged by the issuer with its existing security 
holders exclusively where no commission or other remuneration is paid 
or given directly or indirectly for soliciting such exchange; 

(10) Any security which is issued in exchange for one or more bona 
fide outstanding securities, claims or property interests, or partly in 
such exchange and partly for cash, where the terms and conditions of 
such issuance and exchange are approved, after a hearing upon the 
fairness of such terms and conditions at which all persons to whom it 
is proposed to issue securities in such exchange shall have the right to 
appear, by any court, or by any official or agency of the United States, 
or by any State or Territorial banking or insurance commission or 
other governmental authority expressly authorized by law to grant 
such approval; 

(11) Any security which is a part of an issue offered and sold only to 
persons resident within a single State or Territory, where the issuer of 
such security is a person resident and doing business within, or, if a 
corporation, incorporated by and doing business within, such State or 
Territory. 

(b) The Commission may from time to time by its rules and regu- 
lations, and subject to such terms and conditions as may be prescribed 
therein, add any class of securities to the securities exempted as pro- 
vided in this section, if it finds that the enforcement of this title with 
respect to such securities is not necessary in the public interest and 
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for the protection of investors by reason of the small amount in- 
volved or the limited character of the public offering; but no issue 
of securities shall be exempted under this subsection where the aggre- 
gate amount at which such issue is offered to the public exceeds 
$300,000. 

(c) The Commission may from time to time by its rules and regulations 
and subject to such terms and conditions as may be prescribed therein, add 
to the securities exempted as provided in this section any class of securities 
issued by a small business investment company under the Small Business 
Investment Act of 1958 if it finds, having regard to the purposes of that 
Act, that the enforcement of this Act with respect to such securities is not 
necessary in the public interest and for the protection of investors. 





Srecrion 304 or THE Trust INDENTURE AcT oF 1939 
(15 U.S. C. 77ddd) 


EXEMPTED SECURITIES AND TRANSACTIONS 


Sec. 304. (a) The provisions of this title shall not apply to any 
of the following securities: 

(1) any security other than (A) a note, bond, debenture, 
or evidence of indebtedness, whether or not secured, or (B) a 
certificate of interest or participation in any such note, bond, 
debenture, or evidence of indebtedness, or (C) a temporary 
certificate for, or guarantee of, any such note, bond, debenture, 
evidence of indebtedness, or certificate; 

(2) any certificate of interest or participation in two or 
more securities having substantially different rights and _ privi- 
leges, or a temporary certificate for any such certificate; 

(3) any security which, prior to or within six months after 
the enactment of this title, has been sold or disposed of by the 
issuer or bona fide offered to the public, but this exemption shall 
not apply to any new offering of any such security by an issuer 
subsequent to such six months; 

(4) any security exempted from the provisions of the Securities 
Act of 1933, as heretofore amended, by paragraph (2), (3), (4), 
(5), (6), (7), (8), or (11) of subsection 3 (a) thereof; 

(5) any security issued under a mortgage indenture as to 
which a contract of insurance under the National Housing Act 
is in effect; and any such security shall be deemed to be exempt 
from the provisions of the Securities Act of 1933 to the same 
extent as though such security were specifically enumerated in 
section 3 (a) (2) of such Act; 

(6) any note, bond, debenture, or evidence of indebtedness 
issued or guaranteed by a foreign government or by a subdivi- 
sion, department, municipality, agency, or instrumentality 
thereof; 

(7) any guarantee of any security which is exempted by this 
subsection ; 

(8) any security which has been or is to be issued otherwise 
than under an indenture, but this exemption shall not be applied 
within a period of twelve consecutive months to more than 
$250,000 aggregate principal amount of any securities of the 
same issuer; or 
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(9) any security which has been or is to be issued under an 
indenture which limits the aggregate principal amount of securi- 
ties at any time outstanding thereunder to $1,000,000 or less, but 
this exemption shall not be applied within a period of thirty-six 
consecutive months to more than $1,000,000 aggregate principal 
amount of securities of the same issuer. 

In computing the aggregate principal amount of securities to which 
the exemptions provided by paragraphs (8) and (9) may be applied, 
securities to which the provisions of sections 305 and 306 would not 
have applied, irrespective of the provisions of those paragraphs, shall 
be disregarded. 

(b) The provisions of sections 305 and 306 shall not apply (1) to 
any of the transactions exempted from the provisions of section 5 of 
the Securities Act of 1933 by section 4 thereof, or (2) to any trans- 
action which would be so exempted but for the last sentence of 
paragraph (11) of section 2 of such Act. 

(c) The Commission shall, on application by the issuer and after 
opportunity for hearing thereon, by order exempt from any one or 
more provisions of this title any security issued or proposed to be 
issued under any indenture under which, at the time such application 
is filed, securities referred to in paragraph (3) of subsection (a) of 
this section are outstanding, if and to the extent that the Commission 
finds that compliance with such provision or provisions, through the 
execution of a supplemental indenture or otherwise— 

(1) would require, by reason of the provisions of such inden- 
ture, or the provisions of any other indenture or agreement made 
prior to the enactment of this title, or the provisions of any 
applicable law, the consent of the holders of securities outstand- 
ing under any such indenture or agreement; or 

(2) would impose an undue burden on the issuer, having due 
regard to the public interest. and the interests .of. investors. 

(d) The Commission may, on application by the issuer and after 
opportunity for hearing thereon, by order exempt from any one or 
more of the provisions of this title any security issued or proposed 
to be issued by a person organized and existing under the laws of a 
foreign government or a political subdivision thereof, if and to the 
extent that the Commission finds that compliance with such provision 
or provisions is not necessary in the public interest and for the pro- 
tection of investors. 

(e) The Commission may from time to time by its rules and regulations, 
and subject to such terms and conditions as may be prescribed herein, 
add to the securities exempted as provided in this section any class of 
securities issued by a small business investment company under the 
Small Business Investment Act of 1958 if it finds, having regard to the 
purposes of that Act, that the enforcement of this Act with respect to such 
securities 1s not necessary in the public interest and for the protection 
of investors. 
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Secrion 18 oF THE INVESTMENT Company Act or 1940 
(15 U.S. C. 80a—-18) 


CAPITAL STRUCTURE 


Sec. 18. (a) It shall be unlawful for any registered closed-end 
company to issue any class of senior security, or to sell any such 
security of which it is the issuer, unless— 

(1) if such class of senior security represents an indebted- 
ness 

(A) immediately after such issuance or sale, it will have 
an asset coverage of at least 300 per centum; 

(B) provision is made to prohibit the declaration of any 
dividend (except a dividend payable in stock of the issuer), 
or the declaration of any other distribution, upon any class 
of the capital stock of such investment company, or the 
purchase of any such capital stock, unless, in every such 
case, such class of senior securities has at the time of the 
declaration of any such dividend or distribution or at the 
time of any such purchase an asset coverage of at least 300 
per centum after deducting the amount of such dividend, 
distribution, or purchase.price, as.the case. may be, except 
that dividends may be declared upon any preferred stock 
if such senior security representing indebtedness has an 
asset coverage of at least 200 per centum at the time of 
declaration thereof after deducting the amount of such 
dividend; and 

(C) provision is made either— 

(i) that, if on the last business day of each of twelve 
consecutive calendar months such class of senior securi- 
ties shall have an asset coverage of less than 100 per 
centum, the: holders*ef ‘such seeurities voting:as a class 
shall be entitled to elect at least a majority of the mem- 
bers of the board of directors of sack registered com- 
pany, such voting right to continue until such class of 
senior security shall have an asset coverage of 110 per 
centum or more on the last business day of each of 
three consecutive calendar months, or 

(ii) that, if on the last business day of each of twenty- 
four consecutive calendar months such class of senior 
securities shall have an asset coverage of less than 100 
per centum, an event of default shall be deemed to have 
occurred ; 

(2) if such class of senior security is a stock— 

(A) immediately after such issuance or sale it will have an 
asset coverage of at least 200 per centum; 

(B) provision is made to prohibit the declaration of any 
dividend (except a dividend payable in common stock of the 
issuer), or the declaration of any other distribution, upon 
the common stock of such investment company, or the pur- 
chase of any such common stock, unless in every such case 
such class of senior security has at the time of the declara- 
tion of any such dividend or distribution or at the time of 
any such purchase an asset coverage of at least 200 per 
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centum after deducting the amount of such dividend, distri- 
belion or purchase price, as the case may be; 

(C) provision is made to entitle the holders of such senior 
securities, voting as a class, to elect at least two directors at 
all times, and, subject to the prior rights, if any, of the 
holders of any other class of senior securities outstandin 
to elect a majority of the directors if at any time dividends 
on such class of securities shall be unpaid in an amount 
equal to two full years’ dividends on such securities, and to 
continue to be so represented until all dividends in arrears 
shall have been paid or otherwise provided for; 

(D) provision is made requiring approval by the vote of 
a majority of such securities, voting as a class, of any plan 
of reorganization adversely affecting such securities or of any 
action requiring a vote of security holders as in section 13 (a) 
provided; and 

(E) such class of stock shall have complete priority over 
any other class as to distribution of assets and payment of 
dividends, which dividends shall be cumulative. 

(b) The asset coverage in respect of a senior security provided 
for in subsection (a) may be determined on the basis of values cal- 
culated as of a time within forty-eight hours (not including Sundays 
or holidays) next preceding the time of such determination. The 
time of issue or sale shall, in the case of an offering of such securities 
to existing stockholders of the issuer, be deemed to be the first date 
on which such offering is made, and in all other cases shall be 
deemed to be the time as of which a firm commitment to issue or 
sell and to take or purchase such securities shall be made. 

(c) Notwithstanding the provisions of subsection (a) it shall be 
unlawful for any registered closed-end investment company to issue 
or sell any senior security representing indebtedness if immediately 
thereafter such company will have outstanding more than one class of 
senior security representing indebtedness, or to issue or sell any 
senior security which is a stock if immediately thereafter such com- 
pany will have outstanding more than one class of senior security 
which is a stock, except that (1) any such class of indebtedness or 
stock may be issued in one or more series: Provided, That no such 
series shall have a preference or priority over any other series upon 
the distribution of the assets of such registered closed-end company 
or in respect of the payment of interest or dividends, and (2) promis- 
sory notes or other evidences of indebtedness issued in consideration 
of any loan, extension, or renewal thereof, made by a bank or other 
person and privately arranged, and not intended to be publicly dis- 
tributed, shall not be deemed to be a separate class of senior securities 
representing indebtedness within the meaning of this subsection (c). 

(d) It shall be unlawful for any registered management company 
to issue any warrant or right to subscribe to or purchase a security 
of which such company is ‘the i issuer, except in the form of warrants 
or rights to subscribe expiring not later than one hundred and twenty 
days after their issuance and issued exclusively and ratably to a class 
or classes of such company’s security holders; except that any warrant 
may be issued in exchange for outstanding warrants in connection 
with a plan of reorganization. 
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(e) The provisions of this section 18 shall not apply to any senior 
securities issued or sold by any registered closed-end company— 

(1) pursuant to any firm contract to purchase or sell entered 
into prior to March 15, 1940; 

(2) for the purpose of refunding through payment, purchase, 
redemption, retirement, or exchange, any senior security of such 
registered investment company except that no senior security 
representing indebtedness shall be so issued or sold for the pur- 
pose of refunding any senior security which is a stock; or 

(3) pursuant to any plan of reorganization (other than for 
refunding as referred to in subsection (e) (2)), provided— 

(A) that such senior securities are issued or sold for the 

urpose of substituting or exchanging such senior securities 
or outstanding senior securities, and if such senior securi- 
ties represent indebtedness they are issued or sold for the 
purpose of substituting or exchanging such senior securities 
for outstanding senior securities representing indebtedness, 
of any registered investment company which is a party to 
such plan of reorganization; or 

(B) that the total amount of such senior securities so 

issued or sold pursuant to such plan does not exceed the 
total amount of senior securities of all the companies which 
are parties to such plan, and the total amount of senior 
securities representing indebtedness so issued or sold pursu- 
ant to such plan does not exceed the total amount of senior 
securities representing indebtedness of all such companies, 
or, alternatively, the total amount of such senior securities 
so issued or sold pursuant to such plan does not have the 
effect of mcreasing the ratio of senior securities representing 
indebtedness to the securities representing stock or the ratio 
of senior securities representing stock to securities junior 
thereto when compared with such ratios as they existed 
before such reorganization. 

(f) (1) It shall be unlawful for any registered open-end company 
to issue any class of senior security or to sell any senior security of 
which it is the issuer, except that any such registered company shall 
be permitted to borrow from any bank: Provided, That immediately 
after any such borrowing there is an asset coverage of at least 300 
per centum for all borrowings of such registered company: And 
provided further, That in the event that such asset coverage shall at 
any time fall below 300 per centum such registered company shall, 
within three days thereafter (not including Sundays and holidays) or 
such longer period as the Commission may prescribe by rules and 
regulations, reduce the amount of its borrowings to an extent that the 
asset coverage of such borrowings shall be at least 300 per centum. 

(2) “Senior security”’ shall not, in the case of a registered open- 
end company include a class or classes or a number of series of 
preferred or special stock each of which is preferred over all other 
classes or series in respect of assets specifically allocated to that class 
or series: Provided, (A) That such company has outstanding no 
class or series of stock which is not so preferred over all other classes 
or series; or (B) that the only other outstanding class of the issuer’s 
stock consists of a common stock upon which no dividend (other than 
a liquidating dividend) is permitted to be paid and which in the 








26 SMALL BUSINESS INVESTMENT ACT OF 1958 


aggregate represents not more than one-half of 1 per centum of the 
issuer’s outstanding voting securities. 

(g) Unless otherwise provided: “Senior security’? means any 
bond, debenture, note, or similar obligation or instrument constitut- 
ing a security and evidencing indebtedness, and any stock of a class 
having priority over any other class as to distribution of assets or 
payment of dividends; and “senior security representing indebted- 
ness’? means any senior security other than stock. 

The term “senior security’, when used in subparagraphs (B) and 
(C) of paragraph (1) of subsection (a), shall not include any 
promissory note or other evidence of indebtedness issued in con- 
sideration of any loan, extension, or renewal thereof, made by a 
bank or other person and privately arranged, and not intended to 
be publicly distributed; nor shall such term, when used in this 
section 18, include any such promissory note or other evidence of 
indebtedness in any case where such a loan is for temporary pur- 
poses only and in an amount not exceeding 5 per centum of the 
value of the total assets of the issuer at the time when the loan is 
made. <A loan shall be presumed to be for temporary purposes if 
it is repaid within sixty days and is not extended or renewed; 
otherwise it shall be presumed not to be for temporary purposes. 
Any such presumption may be rebutted by evidence. 

(h) ‘‘Asset coverage”’ of a class of senior security representing an 
indebtedness of an issuer means the ratio which the value of the total 
assets of such issuer, less all liabilities and indebtedness not repre- 
sented by senior sec urities, bears to the aggregate amount of senior 
securities representing indebtedness of such issuer. ‘Asset coverage”’ 
of a class of senior security of an issuer which is a stock means the ratio 
which the value of the total assets of such issuer, less all liabilities and 
indebtedness not represented by senior sec urities, bears to the aggre- 
gate amount of senior securities representing indebtedness of such 
issuer plus the aggregate of the involuntary liquidation preference of 
such class of senior security which is a stock. The involuntary liqui- 
dation preference of a class of senior security which is a stock shall be 
deemed to mean the amount to which such class of senior security 
would be entitled on involuntary liquidation of the issuer in preference 
to a security junior to it. 

(i) Except as provided in subsection (a) of this section, or as other- 
wise required by law, every share of stock hereafter issued by a regis- 
tered management company (except a common-law trust of the char- 
acter described in section 16 (b)) shall be a voting stock and have 
equal voting rights with every other outstanding voting stock: Pro- 
vided, That this subsection shall not apply to shares issued pursuant to 
the terms of any warrant or subscription right outstanding on March 
15, 1940, or any firm contract entered into before March 15, 1940, to 
purchase such securities from such company nor to shares issued in 
accordance with any rules, regulations, or orders which the Commis- 
sion may make permitting such issue. 

(j) Notwithstanding any provision of this title, it shall be unlawful, 
after the date of enactment of this title, for any registered face-amount 
certificate company— 

(1) to issue, except in accordance with such rules, regulations, or 
orders as the Commission may prescribe in the public interest or 
as necessary or appropriate for the protection of investors, any 
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security other than (A) a face-amount certificate; (B) a common 
stock having a par value and being without preference as to divi- 
dends or distributions and having at least equal voting rights with 
any outstanding security of such company; or (C) short-term 
payment or promissory notes or other indebtedness issued in con- 
sideration of any loan, extension, or renewal thereof, made by a 
bank or other person and privately arranged and not intended 
to be publicly offered; 

(2) if such company has outstanding any security, other than 
such face-amount certificates, common stock, promissory notes, 
or other evidence of indebtedness, to make any distribution or 
declare or pay any dividend on any capital security in contra- 
vention of such rules and regulations or orders as the Commis- 
sion may prescribe in the public interest or as necessary or appro- 
priate for the protection of investors or to insure the financial 
integrity of such company, to prevent the impairment of the 
company’s ability to meet its obligations upon its face-amount 
certificates; or 

(3) to issue any of its securities except for cash or securities 
including securities of which such company is the issuer. 

(k) The provisions of subparagraphs (A) and (B) of paragraph (1) 
of subsection (a) of this section shall not apply to investment companies 
operating under the Small Business Investment Act of 1958. 





SecTION 13B OF THE FEDERAL Reserve Act 
(12 U.S. C. 352a) 


[Src. 13b (a) In exceptional circumstances, when it appears to the 
satisfaction of a Federal Reserve bank that an established industrial 
or commercial business located in its district is unable to obtain 
requisite financial assistance on a reasonable basis from the usual 
sources, the Federal Reserve bank, pursuant to authority granted by 
the Board of Governors of the Federal Reserve System, may make 
loans to, or purchase obligations of, such business, or may make com- 
mitments with respect thereto, on a reasonable and sound basis, for 
the purpose of providing it with working capital, but no obligation shall 
be acquired or commitment made hereunder with a maturity exceeding 
five years. 

[(b) Each Federal Reserve bank shall also have power to discount 
for, or purchase from, any bank, trust company, mortgage company, 
credit corporation for industry, or other financing institution operating 
in its district, obligations having maturities not exceeding five years, 
entered into for the purpose of obtaining working capital for any such 
established industrial or commercial business; to make loans or 
advances direct to any such financing institution on the security of 
such obligations; and to make commitments with regard to such 
discount or purchase of obligations or with respect to such loans or 
advances on the security thereof, including commitments made in 
advance of the actual undertaking of such obligations. Each such 
financing institution shall obligate itself to the satisfaction of the 
Federal Reserve bank for at least 20 per centum of any loss which 
may be sustained by such bank upon any of the obligations acquired 
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from such financing institution, the existence and amount of any such 
loss to be determined in accordance with regulations of the Board of 
Governors of the Federal Reserve System: Provided, That in lieu of 
such obligations against loss any such financing mstitution may 
advance at least 20 per centum of such working capital for any 
established industrial or commercial business without obligating 
itself to the Federal Reserve bank against loss on the amount advanced 
by the Federal Reserve bank: Provided, however, That such advances 
by the financing institution and the Federal Reserve bank shall be 
considered as one advance, and repayment shall be made pro rata 
under such regulations as the Board of Governors of the Federal 
Reserve System may prescribe. 

{[(c) The aggregate amount of loans, advances, and commitments 
of the Federal Reserve banks outstanding under this section at any 
one time, plus the amount of purchases and discounts under this 
section held at the same time, shall not exceed the combined surplus 
of the Federal Reserve banks as of July 1, 1934, plus all amounts 
paid to the Federal Reserve banks by the Secretary of the Treasury 
under subsection (e) of this section, and all operations of the Federal 
Reserve banks under this section shall be subject to such regulations 
as the Board of Governors of the Federal Reserve System may 
prescribe. 

[(d) For the purpose of aiding the Federal Reserve banks in carry- 
ing out the provisions of this section, there is established in each 
Federal Reserve district an industrial advisory committee, to be ap- 
pointed by the Federal Reserve bank subject to the approval and 
regulations of the Board of Governors of the Federal Reserve System, 
and to be composed of not less than three nor more than five members 
as determined by the Board of Governors of the Federal Reserve 
System. Each member of such committee shall be actively engaged 
in some industrial pursuit within the Federal Reserve district in which 
the committee is established, and each such member shall serve with- 
out compensation but shall be entitled to receive from the Federal 
Reserve bank of such district his necessary expenses while engaged in 
the business of the committee, or a per diem allowance in lieu thereof 
to be fixed by the Board of Governors of the Federal Reserve System. 
Each application for any such loan, advance, purchase, discount, or 
commitment shall be submitted to the appropriate committee and, 
after an examination by it of the business with respect to which the 
application is made, the application shall be transmitted to the 
Federal Reserve bank, together with the recommendation of the 
committee. 

{(e) In order to enable the Federal Reserve banks to make the 
loans, discounts, advances, purchases, and commitments provided for 
in this section, the Secretary of the Treasury, on and after June 19, 
1934, is authorized, under such rules and regulations as he shall pre- 
scribe, to pay to each Federal Reserve bank not to exceed such portion 
of the sum of $139,299,557 as may be represented by the amount paid 
by each Federal] Reserve bank for stock of the Federal Deposit Insur- 
ance Corporation, upon the execution by each Federal Reserve bank 
of its agreement (to be endorsed on the certificate of such stock) to 
hold such stock unencumbered and to pay to the United States all 
dividends, all payments on liquidation, and all other proceeds of such 
stock, for which dividends, payments, and proceeds the United States 
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shall be secured by such stock itself up to the total amount paid to 
each Federal Reserve bank by the Secretary of the Treasury under 
this section. Each Federal Reserve bank, in addition, shall agree that, 
in the event such dividends, payments, and other proceeds in any 
calendar year do not aggregate 2 per centum of the total payment 
made by the Secretary of the Treasury, under this section, it will pay 
to the United States in such year such further amount, if any, up to 
2 per centum of the said total payment, as shall be covered by the 
net earnings of the bank for that year derived from the use of the sum 
so paid by the Secretary of the Treasury, and that for said amount so 
due the United States shall have a first claim against such earnings 
and stock, and further that it will continue such payments until the 
final liquidation of said stock by the Federal Deposit Insurance Cor- 
poration. Thesum so paid to each Federal Reserve bank by the Secre- 
tary of the Treasury shall become a part of the surplus fund of such 
Federal Reserve bank within the meaning of this section. All amounts 
required to be expended by the Secretary of the Treasury in order to 
carry out the provisions of this section shall be paid out of the miscel- 
laneous receipts of the Treasury created by the increment resulting 
from the reduction of the weight of the gold dollar under the Presi- 
dent’s proclamation of January 31, 1934; and there is appropriated, 
out of such receipts, such sum as shall be required for such purpose.] 





Section 207 or THE SMALL Business Act or 1953 


Sec. 207. (a) The Administration is empowered to make loans to 
enable small-business concerns to finance plant construction, conver- 
sion, or expansion, including the acquisition of land; or to finance the 
acquisition of equipment, facilities, machinery, supplies, or materials; 
or to supply such concerns with working capital to be used in the 
manufacture of articles, equipment, supplies, or materials for war, 
defense, or essential civilian production or as may be necessary to 
insure a well-balanced national economy; and such loans may be made 
or effected either directly or in cooperation with banks or other lending 
institutions through agreements to participate on an immediate or 
deferred basis: Provided, however, That the foregoing powers shall be 
subject to the following restrictions and limitations: 

(1) No Gneineidh assistance shall be extended pursuant to (a) 
above unless the financial assistance applied for is not otherwise 
available on reasonable terms and all loans made shall be of such 
sound value or so secured as reasonably to assure repayment; no 
immediate participation may be purchased unless it is shown that 
a deferred participation is not available; and no loan may be made 
unless it is shown that a participation is not available. 

(2) No loan shall be extended pursuant to (a) above if the 
total amount outstanding and committed (by participation or 
otherwise) to the borrower from the revolving fund established 
by this title would exceed $250,000, and no loan, including 
renewals or extensions thereof, may be made for a period or 
periods exceeding ten years, except that any loan made for the 
purpose of constructing industrial facilities may have a maturity 
of ten years plus such additional period as is estimated may be 
required to complete such construction, and any such loan shall 
bear interest at the rate prevailing in the area where the money 
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loaned is to be used but shall not exceed 6 per centum per 
annum: Provided, That for foregoing limitation of $250,000 shall 
not apply to any loan extended to any corporation formed and 
capitalized by a group of small business concerns with resources 
provided by them for the purpose of establishing facilities in and 
through such corporation to produce or secure raw materials or 
supplies: Provided further, That for any such corporation. the 
limit of any loan extended or made as provided for in this section 
shall be $250,000 multiplied by the number of separate small 
businesses which have formed and capitalized a corporation as 
hereinbefore provided for in this section, and if a loan to such 
corporation is for the purpose of constructing facilities, then the 
loan may have a maturity not to exceed twenty years plus such 
additional time as is required to complete such construction and 
at an interest rate of not less than 3 nor more than 5 per centum 
per annum: And provided further, That no act or omission to 
act pursuant to this section, if found and approved by the Small 
Business Administration as contributing to the needs of small 
business, shall be construed to be within the prohibitions of the 
antitrust laws or the Federal Trade Commission Act of the 
United States. A copy of the statement of any such finding and 
approval intended to be within the coverage of this section, 
and any modification or withdrawal thereof, shall be furnished 
to the Attorney General and the Chairman of the Federal Trade 
Commission when made, and it shall be published in the Federal 
Register. The authority granted in the last preceding proviso 
shall be delegated only (1) to an official who shall for the purpose 
of such delegation be ceouhulel by the President by and with 
the advice and consent of the Senate, unless otherwise required 
to be appointed, (2) upon the condition that such official consult 
with the Attorney General and with the Chairman of the Federal 
Trade Commission not less than ten days before making and 
stating any such finding and approval as is authorized in this 
subsection (a), and (3) upon the condition that such official 
obtain a statement in writing from the Attorney General that 
he, mindful of the antitrust laws and the public interest, concurs 
in the finding and approval made and granted by the Small 
Business Administration. Upon withdrawal of any finding or 
approval made hereunder the provisions of this section shall not 
apply to any subsequent act or omission to act by reason of 
such finding or approval. The Attorney General is directed to 
make, or request the Federal Trade Commission to make for 
him, surveys for the purpose of determining any factors which 
may tend to eliminate competition, create or strengthen monop- 
olies, injure small business, or otherwise promote undue con- 
centration of economic power in the course of the administration 
of this Act. The Attorney General shall submit to the Congress 
and the President within ninety days after approval of this Act, 
and at such times thereafter as he deems. desirable, reports 
setting forth the results of such surveys and including such recom- 
mendations as he may deem desirable. 

(3) In agreeménts to participate in loans on a deferred basis 
under this subsection or under subsection (b) (1) of this section, 
such participation by the Administration shall not be in excess 
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of 90 per centum of the balance of the loan outstanding at the 
time of disbursement. 
(b) The Administration also is empowered— 

(1) to make such loans (either directly or in cooperation with 
banks or other lending institutions through agreements to 
participate on an immediate or deferred basis) as the Adminis- 
tration may determine to be necessary or appropriate because of 
floods or other catastrophes, including necessary or appropriate 
loans to any small-business concern located in an area where a 
drought is occurring, if the Administration determines that the 
small-business concern has suffered a substantial economic injury 
as a result of such drought, and the President has determined 
under the Act entitled “An Act to authorize Federal assistance 
to States and local governments in major disasters, and for other 
purposes’, approved September 30, 1950, as amended (42 U.S. C., 
secs. 1855-1855g), that such drought is a major disaster, or the 
Secretary of Agriculture has found under the Act entitled ‘An 
Act to abolish the Regional Agricultural Credit Corporation of 
Washington, District of Columbia, and transfer its functions to 
the Secretary of Agriculture, to authorize the Secretary of 
Agriculture to make disaster loans, and for other purposes’’, 
approved April 6, 1949, as amended (12 U.S. C., sees. 1148a—1- 
1148a—3), that such drought constitutes a production or economic 
disaster in such area: Provided, That no such loan including 
renewals and extensions thereof may be made for a period or 
periods exceeding twenty years: And provided further, That the 
interest rate on the Administration’s share of loans made under 
this paragraph shall not exceed 3 per centum per annum; 

(2) to enter into contracts with United States Government 
and any department, agency, or officer thereof having procure- 
ment powers obligating the Administration to furnish articles, 
equipment, supplies, or materials to the Government; 

(3) to arrange for the performance of such contracts by ne- 
gotiating or otherwise letting subcontracts to small-business con- 
cerns or others for the manufacture, supply, or assembly of such 
articles, equipment, supplies, or materials, or parts thereof, or 
servicing or processing in connection therewith, or such manage- 
ment services as may be necessary to enable the Administration 
to perform such contracts; 

(4) to provide technical and managerial aids to small-business 
concerns, by advising and counseling on matters in connection 
with Government procurement and on policies, principles, and 
practices of good management, including but not limited to cost 
accounting, methods of financing, business insurance, accident 
control, wage incentives and methods engineering, by cooperatin 
and advising with voluntary business, professional, educational, 
and other nonprofit organizations, associations, and institutions 
and with other Federal and State agencies, by maintaining a 
clearinghouse for information concerning the managing, financing, 
and operation of small-business enterprises, by disseminating 
such information, and by such other activities as are deemed 
appropriate by the Administration; and 

(5) to further extend the maturity of or renew any loan made 
pursuant to this section, beyond the periods aaa therein, or 
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any loan transferred to the Administration pursuant to Re- 
organization Plan Numbered 2 of 1954, for additional periods 
not to exceed ten years, if such extension or renewal will aid in 
the orderly liquidation of such loan. 

(c) The Administration also is empowered to make grants to any 
State government, or any agency thereof, State chartered development 
credit or finance corporations, land-grant colleges and universities, and 
colleges and schools of business, engineering, commerce, or agricultural 
studies, research, and counseling concerning the managing, financing, 
and operation of small-business enterprises and technical and statistical 
information necessary thereto in order to carry out the purposes of sub- 
section (b) (4) of this section by coordinating such information with 
existing information facilities within the State and by making such in- 
formation available to State and local agencies. Only one such grant 
shall be made within any one State in any one year, and no such grant 
shall exceed an aggregate amount of $40,000. Such grants shall be 
made from the fund established in the Treasury by section 602 (b) of the 
Small Business Investment Act of 1958. 





TivtLe 18 or tHe UnNiTep States Cope 
* * * * * * + 


CHAPTER 11.—BRIBERY AND GRAFT 

See. 

201. Offer to officer or other person. 

202. Acceptance or solicitation by officer or other person. 

203. Acceptance or demand by district attorneys or marshals or their assistants. 

204. Offer to Member of Congress. 

205. Acceptance by Member of Congress. 

206. Offer to judge or judicial officer. 

207. Acceptance by judge. 

208. Acceptance or solicitation by judicial officer. 

209. Offer to witness. 

210. Acceptance by witness. 

211. Offer of gratuity to revenue officer. 

212. Offer or threat to customs officer or employee. 

213. Acceptance or demand by customs officer or employee. 

214. Offer to procure appointive public office. 

215. Acceptance or solicitation to obtain appointive public office. 

216. Procurement of contract by officer or Member of Congress. 

217. Offer of loan or gratuity to bank examiner. 

218. Acceptance of loan or gratuity by bank examiner. 

219. Offer for procurement of Federal Reserve bank loan and discount of commer- 
cial paper. 

220. Receipt of commissions or gifts for procuring loans. 

221. Receipt or charge of commission or gifts for [farm loan or land bank] farm 
loan, land bank, or small business transactions. 

222. Acceptance of consideration for adjustment of farm indebtedness. 

223. Home Owners’ Loan Corporation transactions. 


* * * * * * * 


Sec. 217. Offer of loan or gratuity to bank examiner. 


Whoever, being an officer, director or employee of a bank which 
is a member of the Federal Reserve System or the deposits of which 
are insured by the Federal Deposit Insurance Corporation, or of any 
National Agricultural Credit Corporation, or of any land bank, 
national farm loan association or other institution subject to exami- 
nation by a farm credit examiner, or of any small business investment 
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company, makes or grants any loan or gratuity, to any examiner or 
assistant examiner who examines or has authority to examine such 
bank, corporation, or institution, shall be fined not more than $5,000 
or imprisoned not more than one year, or both; and may be fined a 
further sum equal to the money so loaned or gratuity given. 

* « * * ok x * 


Sec. 218. Acceptance of loan or gratuity by bank examiner. 


Whoever, being-an examiner or assistant examiner of member banks 
of the Federal Reserve System or banks the deposit of which are in- 
sured by the Federal Deposit Insurance Corporation, or a farm credit 
examiner or examiner of National Agricultural Credit Corporations, 
or an examiner of small business investment companies, accepts a loan 
or gratuity from any bank, corporation, association or organization 
examined by him or from any person connected therewith, shall be 
fined not more than $5,000 or imprisoned not more than one year, or 
both; and may be fined a further sum equal to the money so loaned 
or gratuity given, and shall be disqualified from holding office as such 
examiner. 

* * * * * * * 


Src. 221. Receipt or charge of commissions or gifts for [farm loan 
or land bank] farm loan, land bank, or small business 
transactions. 


Whoever, being an officer, director, attorney, or employee of a 
national farm loan association, a Federal land bank, or a joint-stock 
land bank, organized or acting under authority of any one of the 
United States, or a small business investment company, is a beneficiary 
of or receives, directly or indirectly, any fee, commission, gift, or other 
consideration for or in connection with any transaction or business of 
such association or bank, other than the usual salary or director’s fee 
paid to such officer, director, or employee thereof, and a reasonable 
fee paid by such association or bank to such officer, director, attorney, 
or employee for services rendered, shall be fined not more than $5,000 
or imprisoned not more than one year, or both. 

Whoever causes or procures any Federal land bank, joint-stock 
land bank or national farm loan association, organized under any 
Act of Congress, or any small business investment company, to charge 
or receive any fee, commission, bonus, gift, or other consideration not 
specifically authorized, shall be fined not more than $5,000 or im- 
prisoned not more than one year, or both. 


” * * * * Kk 


Src. 657. Lending, credit and insurance institutions. 


Whoever, being an officer, agent or employee of or connected in 
any capacity with the Reconstruction Finance Corporation, Federal 
Deposit Insurance Corporation, Home Owners’ Loan Corporation, 
Farm Credit Administration, Federal Housing Administration, Federal 
Farm Mortgage Corporation, Federal Crop Insurance Corporation, 
Farmers’ Home Corporation, the Secretary of iy oe or acting 
through the Farmers’ Home Administration, or any land bank, inter- 
mediate credit bank, bank for cooperatives or any lending, mortgage, 
insurance, credit or savings and loan corporation or association au- 
thorized or acting under the laws of the United States or any institu- 
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tion the accounts of which are insured by the Federal Savings and 
Loan Insurance Corporation, or any small business investment company, 
and whoever, being a receiver of any such institution, or agent or 
employee of the receiver, embezzles, abstracts, purloins or willfully 
misapplies any moneys, funds, credits, securities or other things of 
value belonging to such institution, or pledged or otherwise intrusted 
to its care, shall be fined not more than $5,000 or imprisoned not more 
than five years, or both; but if the amount or value embezzled, ab- 
stracted, purloined or misapplied does not exceed $100, he shall be 
fined not more than $1,000 or imprisoned not more than one year, or 
both. 


* * * * Ps * * 


Sec. 1006. Federal credit institution entries, reports and transactions, 

Whoever, being an officer, agent or employee of or connected in 
any capacity with the Reconstruction Finance Corporation, Federal 
Deposit Insurance Corporation, Home Owners’ Loan Corporation, 
Farm Credit Administration, Federal Housing Administration, Federal 
Farm Mortgage Corporation, Federal Crop Insurance Corporation, 
Farmers’ Home Corporation, the Secretary of Agriculture acting 
through the Farmers’ Home Administration, or any land bank, inter- 
mediate credit bank, bank for cooperatives or any lending, mortgage, 
insurance, credit or savings and loan corporation or association author- 
ized or acting under the laws of the United States or any institution 
the accounts of which are insured by the Federal Savings and Loan 
Insurance Corporation, or any small business investment company, 
with intent to defraud any such institution or any other company, 
body politic or corporate, or any individual, or to deceive any officer, 
auditor, examiner or agent of any such institution or of department 
or agency of the United States, makes any false entry in any book, 
report or statement of or to any such institution, or without being 
duly authorized, draws any order or bill of exchange, makes any 
acceptance, or issues, puts forth or assigns any note, debenture, bond 
or other obligation, or draft, bill of exchange, mortgage, judgment, 
or decree, or, “with intent to defraud the U nited States or any agency 
thereof, or any corporation, institution, or association referred to in 
this section, participates or shares in or receives directly or indirectly 
any money, profit, property, or benefits through any transaction, 
loan, commission, contract, or any other act of any such corporation, 
institution, or association, shall be fined not more than $10,000 or 
imprisoned not more than five years, or both. 


ea * + * * eo * 


Sec. 1014. Loan and credit applications generally; renewals and dis- 
counts; crop insurance. 

Whoever knowingly makes any false statement or report, or willfully 
overvalues any land, property or security, for the purpose of influence- 
ing in any way the action of the Reconstruction Finance Corporation, 
Farm Credit Administration, Federal Crop Insurance Corporation, 
Farmers’ Home Corporation, the Secretary of Agriculture acting 
through the Farmers’ Home Administration, any Federal intermediate 
credit bank, or the Federal Farm Mortgage C orporation, or any divi- 
sion, officer, or employee thereof, or of any corporation organized under 
sections 1131-1134m of title 12, or of any regional agricultural credit 
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corporation established pursuant to law, or of the National Agricul- 
tural Credit Corporation, a Federal Home Loan Bank, the Federal 
Home Loan Bank Board, the Home Owners’ Loan Corporation, a 
Federal Savings and Loan Association, a Federal land bank, a joint- 
stock land bank, a National farm loan association, or of a Federal 
Reserve Bank, or of a small business investment company, upon any 
application, advance, discount, purchase, purchase agreement, repur- 
chase agreement, commitment, or loan, or any change or extension of 
any of the same, by renewal, deferment of action or otherwise, or the 
acceptance, release, or substitution of security therefor, shall be 
fined not more than $5,000 or imprisoned not more than two years, 
or both. 


a 
Ww 
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EXTENDING FOR 2 YEARS THE EXISTING AUTHORITY OF THE 
SECRETARY OF THE TREASURY IN RESPECT OF TRANSFERS 
OF DISTILLED SPIRITS FOR PURPOSES DEEMED NECESSARY 
TO MEET THE REQUIREMENTS OF THE NATIONAL DEFENSE 


JuLy 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Mitts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H. R. 13130] 


The Committee on Ways and Means, to whom was referred the 
bill (H. R. 13130) to extend for 2 years the existing authority of the 
Secretary of the Treasury in respect to transfers of distilled spirits 
for purposes deemed necessary to meet the requirements of the 
national defense, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


I. GENERAL STATEMENT 


Section 5217 (a) of the Internal Revenue Code of 1954 authorizes 
the transfer of distilled spirits between alcohol plants and registered 
distilleries or internal revenue, or industrial alcohol, bonded warehouses 
if this is deemed desirable for the national defense. Subsection (b) of 
this section also permits the Secretary of the Treasury or his delegate 
temporarily to waive the application of any of the imternal-revenue 
laws relating to distilled spirits, except those imposing tax, whenever 
he considers this expedient to meet the requirements of national 
defense. Under present law the authority of the Secretary or his 
delegate to permit these transfers, or to waive the application of these 
internal-revenue laws expires as of July 14, 1958. This bill extends 
for 2 years, until July 11, 1960, this authority to permit these transfers 
or to waive certain internal-revenue laws for national defense require- 
ments. 

A provision similar to section 5217 was first enacted in 1942 in 
order to make it possible to utilize the facilities of industrial alcohol 
plants and registered distilleries in connection with the war effort. 
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With the exception of a short period after the end of World War II, 
authority comparable to that contained in section 5217 has been in 
effect continuously since 1942; the authority was last extended by 
Public Law 700, 84th Congr ess, 2d session, which was approved 
July 11, 1956. 

Your committee believes that this provision should be continued for 
a 2-year period under the present circumstances. While the authority 
under subsection (b) to waive the application of internal-revenue 
laws relating to distilled spirits is not being used at the present time, 
the need for such authority might arise on short notice in the case 
of a national-defense emergency. Moreover, subsection (a) which 
permits transfers between alcohol plants and registered distilleries 
or internal revenue, or industrial alcohol, bonded warehouses is 
being used at the present time to obtain flexibility in operations with 
the result that the termination of section 5217 at this time would have 
a seriously disrupting effect upon industry operations and would create 
administrative problems for the Government. 

This provision has been particularly useful in permitting transfers 
in bond from distilleries and internal-revenue bonded warehouses to 
industrial alcohol bonded warehouses, or industrial alcohol plants, for 
storage or redistillation. The provision has also been used to a lesser 
extent to permit transfers in bond from industrial alcohol plants pro- 
ducing grain neutral spirits and producing spirits from synthetic ma- 
terials to internal-revenue bonded warehouses for storage. 

This bill is reported unanimously by the Committee on Ways and 
Means and has the approval of the Treasury Department. 


II. CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 5217 or THE INTERNAL REVENUE Cope or 1954 


SEC. 5217. EXEMPTIONS RELATING TO NATIONAL EMERGENCY 
TRANSFERS. 

(a) TransFrers or Distitep Spirirs.—Under regulations pre- 
scribed by the Secretary or his delegate, distilled spirits of any proof 
including alcohol (the term “distilled spirits” or “‘spirits’’ as herein- 
after used in this section shall include alcohol) may be removed in 
bond in approved containers and pipelines from any registered dis- 
tillery including a registered fruit distillery (such registered distillery 
and registered fruit distillery hereinafter referred to in this section 
as “distillery’’), internal revenue bonded warehouse, industrial alechol 
plant, or industrial alcohol bonded warehouse to any distillery, 
internal revenue bonded warehouse, industrial alcohol plant, or 
industrial alcohol bonded warehouse for redistillation, or storage, or 
any other purpose deemed necessary to meet the requirements of the 
national defense: Provided, That any such distilled spirits may be 
stored in approved tanks in, or constituting a part of, any internal 
revenue bonded warehouse or industrial alcohol bonded warehouse: 
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Provided further, That any such distilled spirits removed to an indus- 
trial alcohol plant or industrial alcohol bonded warehouse may be 
withdrawn therefrom if of a proof of 160 degrees or more for any 
tax-free purpose, or on payment of tax for any purpose, authorized by 
subchapter E; and any such distilled spirits removed to a distillery or 
internal revenue bonded warehouse may be withdrawn therefrom if 
of a proof of 160 degrees or more for any tax-free purpose authorized 
by subchapter E or for any purpose authorized in the case of like 
spirits produced at a distillery: Provided further, That any such dis- 
tilled spirits, upon removal from a distillery or internal revenue 
bonded warehouse for transfer to an industrial alcohol plant or indus- 
trial alcohol bonded warehouse or for any tax-free purpose authorized 
by subchapter E shall be subject to the provisions of part I of sub- 
chapter E: Provided further, That when any distilled spirits are 
removed under the provisions of this section to a distillery, industrial 
alcohol plant, or industrial aleohol bonded warehouse, the tax liability 
of the proprietor of the distillery, internal revenue bonded warehouse, 
industrial alcohol plant, or industrial alcohol bonded warehouse from 
which the spirits are removed, and the liens on such distillery, indus- 
trial alcohol plant, or industrial alcohol bonded warehouse, shall 
cease; and at and from the time the distilled spirits leave the distillery, 
internal revenue bonded warehouse, industrial alcohol plant, or indus- 
trial alcohol bonded warehouse, the tax shall be the liability of the 
proprietor of, and the liens shall be transferred to the premises of, the 
distillery, industrial alcohol plant, or industrial alcohol bonded ware- 
house to which the distilled spirits are transferred: Provided further, 
That when any distilled spirits are removed under the provisions of 
this section to an internal revenue bonded warehouse the proprietor 
of such warehouse shall be primarily liable for the tax on the spirits 
at and from the time the spirits leave the premises from which trans- 
ferred: Provided further, That section 5011 (a) shall apply in respect 
of losses of any distilled spirits transferred, or removed for transfer, 
under this section to a distillery or internal revenue bonded warehouse; 
and section 5011 (c) shall apply in respect of losses of any distilled 
spirits transferred, or removed for transfer, under this section to an 
industrial alcohol plant or industrial aleohol bonded warehouse: And 
provided further, That section 5195 (a) and (b) shall not apply to the 
production or redistillation and removal of any such spirits; nor shall 
sections 5021 and 5081 apply to the redistillation or to the mingling 
at a distillery or an internal revenue bonded warehouse or in the course 
of removal, of any such spirits. 

(b) Exemption From Sratutory RequirEMENts.—The Secretary 
or his delegate may temporarily exempt proprietors of distilleries, 
internal revenue bonded warehouses, industrial alcohol plants, or 
industrial aleohol bonded warehouses from any provision of the inter- 
nal revenue laws relating to distilled spirits, except those requiring 
payment of the tax thereon, whenever in his udgment it may seem 
expedient to do so to meet the requirements of the national defense. 
Whenever the Secretary or his delegate shall exercise the authority 
conferred by this subsection he may prescribe such regulations as may 
be necessary to accomplish the purpose which caused him to grant 
the exemption. 

(c) TERMINATION OF Section.—The authority conferred upon the 


Secretary or his delegate by this section shall expire at the close of 
July 11, [1959] 1960. 
O 
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READJUST EQUITABLY THE RETIREMENT BENEFITS OF 
CERTAIN INDIVIDUALS ON THE EMERGENCY OF- 
FICERS’ RETIRED LIST 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Kinpay, from the Committee on Armed Services, submitted the 


following UNIVERSi Ty 
z OF MICHIGAN 
REPORT a eniison caiaelicn 
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[To accompany 8. 1732] 


MAIN 
READING ROOM 


The Committee on Armed Services, to whom was referred the bi 
(S. 1732) to readjust equitably the retirement benefits of certain 
individuals on the Emergency Officers’ Retired List, and for other 
purposes, having considered the same, reports favorably thereon 
with amendment and recommend that the bill do pass. 

The amendments are as follows: 

On page 2, line 12, strike out the words ‘“‘such grade” and insert in 
lieu thereof: 


the base and longevity pay which any such officer received 
while serving on active duty in that grade during the period 
September 9, 1940, to June 30, 1946. 


On page 2, between lines 15 and 16, insert the following new sub- 
section: 

(c) All erroneous payments of emergency officers’ retirement 
pay made after September 30, 1949, and prior to the effective 
date of this Act to any individual advanced by virtue of the 
authority contained in this Act, on the basis of service credits 
certified by the military department concerned, are hereby 
validated. 


On page 2, line 16, strike out the ‘(ce)’ and insert in lieu thereof 
“(a)”. 

The purpose of the proposed legislation is to permit persons receiving 
retired pay on the emergency officers’ retired list who served satis- 
factorily in World War II for not less than 6 months as a commissioned 
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officer of one of the Armed Forces in a higher grade than that held on 
the emergency officers’ retired list to be advanced to the higher grade 
and to have his retired pay computed on the basis of the higher grade. 

Certain officers who were on the emergency officers’ retired list 
served on active duty during World War ‘TI and were advanced to 
higher grades than those held on the emergency officers’ retired list. 
Those officers whose World War II service was in the Ar my or in the 
Air Corps were entitled to advancement to the highest grade in which 
they served satisfactorily on active duty for 6 months. But since 
the authority that makes this advancement possible is limited to 
Army and Air Force Force personnel, a person whose service in a 
higher grade in World War II was in the Navy, may not be advanced 
to the higher grade under a Comptroller General ruling. 

Thus the proposed legislation would permit advancement to the 
highest grade served in any service. 

There is only one person now known who would benefit as a result of 
this legislation, but since it may apply to others, not yet known, the 
bill is general in nature. 

Since passing the Senate, the House Committee on Armed Services 
has been advised by the Comptroller General, in a letter dated Feb- 
ruary 20, 1958, that by using the language “under applicable provi- 
sions of law’’ on page 2 of the proposed legislation the individuals 
to be benefited would be precluded from including longevity pay in 
their computation of retired pay. For example, in the one known 
case, the individual would only be credited with the basic pay of a 
commander with less than 2 years of service instead of with over 10 
years of service. 

To prevent this, the proposed legislation has been amended so as 
to specify that the persons advanced pursuant to the act would be 
entitled to receive retired pay computed on the basis of the base and 
longevity pay with such person received while serving on active duty 
in the grade to which advanced. 

Furthermore, the letter from the Comptroller General states that 
due to an erroneous service credit certified by the Department of the 
Army, the one individual involved, a Commander Westphal, has been 
overpaid retirement pay since October 1, 1949, at a rate of almost 
$500 per year. To overcome this difficulty, the Comptroller General 
recommended that the bill be further amended. 

Thus to provide maximum longevity to which individuals should 
be entitled and to forgive any erroneous payments that may have 
been made, the bill has been amended on page 2, by striking out 
“such grade’ and inserting in lieu thereof ‘“‘the base and longevity 
pay which any such officer received while serving on active duty in 
that grade during the period September 9, 1940, to June 30, 1946.”’ 

The Comptroller General also recommended that on page 2, between 
lines 16 and 17, the following new subsection be inserted: 


(c) All erroneous payments of emergency officers’ retire- 
ment pay made after September 30, 1949, and prior to the 
effective date of this Act to any individual advanced by 
virtue of the authority contained in this Act, on the basis 
of service credits certified by the military department con- 
cerned, are hereby validated. 


The report from the Senate indicates that the Department of De- 
fense has no objection to the enactment of the proposed legislation 
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and that the Department of the Navy favors its principle. Likewise, 
there is no objection from the Bureau of the Budget. 

The Committee on Armed Services recommends enactment of the 
proposed legislation. 

A letter, addressed to the Honorable Richard B. Russell, chairman, 
Senate Armed Services Committee, is attached hereto, together with 
a letter from the Comptroller General indicating why the bill should 
be amended so as to provide relief for individuals who may be affected 
by the proposed legislation particularly with respect to the inclusion 
of longevity and erroneous payments ‘that were made to them as a 
result of a decision of the Comptroller General that such payments 
have been in error due to the fact that an erroneous service credit was 
certified by the Department of the Army. 

It is estimated that the proposed legislation will involve a cost of 
approximately $117 per month for the one individual who is directly 
concerned, and an unknown amount for others who may be similarly 
situated. 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Orrice oF LEGISLATIVE LIAISON, 
Washington, D. C., July 22, 1957 
Hon. Ricuarp B. Russetu, 
Chairman, Committee on Armed Services. 
United States Senate. Washington, BG. 


My Dear Mr. CuatrmMan: Your request for comment on S. 1732, 
a bill to readjust equitably the retirement benefits of certain individ- 
uals on the emergency officers’ retired list, and for other purposes, has 
been assigned to ‘this De ‘partment by the Secretary of Defense for the 
preparation of a report thereon expressing the views of the Department 
of Defense. 

5. 1732 would provide that an officer who is receiving retired pay by 
virtue of his status on the emergency officers’ retired list (act of May 
24, 1928, 45 Stat. 735, as amended; 38 U.S. C. 531), would be advanced 
on the applicable officers’ retired list to the highest temporary grade in 
which he served satisfactorily on active duty for not less than 6 months 
as a commissioned officer of the Army, Navy, Merine Corps, or Coast 
Guard, or a reserve component thereof, during the period September 
9, 1940, to June 30, 1946. The bill would also provide that an officer 
advanced on the retired list under this legislation would be entitled, 
from the effective date of the act, to retired pay computed under 
applicable provisions of law on the basis of the grade to which 
advanced. 

Section 203 (a) of the ge | and Air Force Vitalization and Retire- 
ment Equalization Act of 1948 (62 Stat. 1085) provided that each 
commissioned officer of the Army or Air Force, regular or reserve, 
heretofore or hereafter retired or granted retirement pay under any 
provision of law, should be advane “ed on the applicable retired list to 
the highest temporary grade in which he served satisfactorily on active 
duty for at least 6 months during the period September 9, 1940, to 
June 30, 1946, and should receive retired pay based on that grade. 
As this provision was specifically applicable to members of Reserve 
components, it was also applicable, by virtue of the joint resolution of 
September 22, 1941 (55 Stat. 728), to temporary officers appointed in 
the Army without specification of component (AUS). The Comp- 
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troller General held, in 28 Comp. Gen. 620, that an individual who was 
on the emergency officers’ retired list as a captain by reason of service 
in World War I, and who served in higher commissioned grades in the 
Army of the United States during World War II, was entitled to ad- 
vancement to the highest grade in which he served satisfactorily on 
active duty for 6 months during the prescribed period. 

Thus it appears that no Army or Air Force officer would receive 
added benefits from the enactment of S. 1732. 

There is a combination of service which existing law does not cover. 
This circumstance arises where an individual is on the emergency 
officers’ retired list by virtue of commissioned service in the Army 
in World War 1 and subsequently served on active duty in the Navy 
in World War II in a higher commissioned rank. It was held by the 
Comptroller General that this subsequent service did not create an 
entitlement to an advancement on the retired list to this higher rank 
(opinion B-113770 dated July 21, 1953). It is believed that there is 
only one officer in this category. This individual is on the emergency 
officers’ retired list as a second lieutenant. He served satisfactorily 
on active duty in the Naval Reserve as a lieutenant commander from 
April 7, 1943, to October 15, 1945 (30 months and 9 days), and as a 
commander from October 16, 1945 to Julv 13, Seg (8 months and 
28 days, all but 13 days of which were be fore July 1, 1946). Enact- 
ment of S. 17: 32 would permit this officer’s advance Mal on the emer- 
gency officers’ retired list to the grade of commander and would per- 
mit his retired pay to be computed on the basis of that grade. 

The Department of the Navy is of the opinion that this officer 
should receive benefits equivalent to those which accrued to persons 
similarly situated who served in the Army during World War II. 
While records of this Department do not indicate that any other officers 
or former officers have a similar combination of service, general legisla- 
tion such as 5. 1732, is considered preferable to private legislation for 
the relief of this individual, since it is possible that other cases might 
be subsequently discovered. 

Your attention is invited to the fact that the words “during the 
period September 9, 1940, to June 30, 1946,” were stric ai from sec- 
tion 203 (a) of the Army and Air Force Vitalization and Retirement 
Equalization Act of 1948 by the act of May 31, 1956 (70 Stat. 222). 
It is suggested that these words be likewise deleted from S. 1732, 
in order to provide equality of treatment in the event that further 

cases like the one described above are discovered. The deletion is 
immaterial, of course, so far as the one individual whose case is known 
is concerned, as he served in the grade of commander for more than 6 
months within the prescribed period. 

Subject to the above suggestion, the Department of the Navy, on 
behalf of the Department of Defense, interposes no objection to ‘the 
enactment of S. 1732. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no objection to the submission of this report 
on 8S. 1732 to the Congress. 

For the Secretary of the Navy, 

Sincerely yours, 
E. C. STepHan, 
Rear Admiral, United States Navy, Chief of Legislative Liaison. 
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CompTROLLER GENERAL OF THE UNITED SraTEs, 
Washington, February 20, 1958. 
Hon. Car. VINson, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. Cuairman: A bill, S. 1732, to readjust equitably the 
retirement benefits of certain individuals on the emergency officers’ 
retired list and for other purposes, passed the Senate August 20, 1957, 
and presently is pending before your committee. Pursuant to in- 
formal discussions with a member of your committee’s staff, the 
following comments are made on the bill. 

The purpose of this bill, as explained in Senate Report No. 1005, 
85th Congress, is to permit a person receiving retirement pay on the 
emergency officers’ retired list, who served satisfactorily in World 
War II for not less than 6 months as a commissioned officer of one of 
the Armed Forces in a higher grade than that held on the emergency 
officers’ retired list, to be advanced to the higher grade and to have 
his retirement pay computed on the basis of the higher grade. The 
bill would accemplish this purpose by authorizing the advancement of 
the person concerned on the emergency officers’ retired list to such 
higher grade with entitlement to retirement pay ‘‘computed under 
applic able provisions of law” on the basis of such grade. No increase 
in retired pay, however, would be payable for any period prior to the 
bill’s effective date as an act and such effective date would be the first 
day of the first month beginning after the date of its enactment. 

The Emergency Officers’ Retirement Act of May 24, 1928 (45 Stat. 
735, as amended, 38 U. S. C. 581), provides, in part, that disabled 
World War I officers within its terms shall be placed on the emergency 
officers’ retired list with the rank held by them when discharged and 
shall receive retirement pay at the rate of 75 percent of the pay to 
which they were entitled at the time of their discharge. Persons on 
the emergency officers’ retired list are not regarded as ‘members of the 
uniformed services and are not within the scope of the statutory 
provisions relating to such services unless such provisions are speci- 
fically made applicable to them. (See 9 Comp. Gen. 8; 9 Comp. Gen. 
221; 19 Comp. Gen. 676; 23 Comp. Gen. 102; and Perkins v. United 
States, 116 C. Cls. 778.) Hence, in the absence of specific congres- 
sional enactment providing otherwise, the retirement pay of an 
emergency retired officer remains fixed at 75 percent of the pay to 
whic h he was entitled when discharged from his World War I service 

Section 203 (a) of the act of June 29, 1948 (62 Stat. 1085, as amended 
May 31, 1956, 70 Stat. 222), provides that each commissioned officer 
of the Army or Air Force, Regular or Reserve, heretofore or hereafter 
retired or granted retirement pay under any provision of law, shall 
be advanced on the applicable retired list to the highest temporary 
grade in which he served satisfactorily on active duty for at least 6 
months and shall receive retired pay computed on the basis of the 
base and longevity pay which he would receive if serving on active 
duty in that grade. In decision of April 26, 1949 (28 Comp. Gen. 
620), we held that under such provisions a former Army offider 
in receipt of retired pay pursuant to the act of May 24, 1928, who 
reentered the active service in the Army, is entitled upon restoration 
to the emergency officers’ retired list to receive retirement pay at the 
rate of 75 percent of the base and longevity pay which he would 








6 THE EMERGENCY OFFICERS’ RETIRED LIST 


receive if serving on active duty in the highest temporary grade in 
which he performed satisfactory active service for 6 months or more. 
There is at least one former Army officer on the emergency officers’ 
retired list, however, whose case does not come within existing law and 
Senate Report No. 1005 indicates that this case led to the introduction 
of this bill. 

Apparently the former officer concerned is Frederick August 
Westphal who served in the United States Army in World War I as 
a second lieutenant. He was inducted November 27, 1917, was 
wounded in action, and was discharged April 7, 1919. Based on this 
service, he was granted retirement pay effective August 13, 1928, 
under the provisions of the act of May 24, 1928. On April 7, 1943, 
he was commissioned in the Naval Reserve and served on active duty 
with the Navy until July 13, 1946, when, as a commander, he was 
placed on inactive duty and restored to the emergency officers’ 
retired list. Since Mr. Westphal reentered active service in the Navy 
instead of the Army, his case does not come under section 203 (a) of 
the 1948 act even though he served statisfactorily as a commander 
for more than 6 months and, hence, he is not entitled to any increase 
in his emergency officers’ retired pay by virtue of his World War I] 
active duty. B-113770, July 21, 1953, copy enclosed. We perceive 
no reason why Mr. Westphal should not also receive the benefit of 
his World War II active service in computing his retirement pay and, 
therefore, we recommend that this bill be favorably considered by 
your committee. 

In such connection it may be noted that even if S. 1732 is enacted, 
Mr. Westphal’s monthly increased retirement pay under the provisions 
of the bill as we understand them will be approximately $40 less than 
the amount he would receive if section 203 (a) were applicable to him. 
S. 1732 provides for computing retired pay under applicable provisions 
of law on the basis of the higher grade. The provisions of law ap- 
plicable in Mr. Westphal’s case are the E mergency Officers’ Retirement 
Act and section 6 of the act of June 29, 1946, (60 Stat. 345), authorizing 
persons on the emergency officers’ retired list to have their retirement 
pay computed on and after July 1, 1946, on the basis of the ‘“rate’’ 
provided in the Pay Re: adjustment Act of 1942, as amended by 
section 4 of the act of June 29, 1946, plus the 4 percent and 6 percent 
increases in retirement pay prov ided by section 2 (b) of the act of 
May 19, 1952, 66 Stat. 80, and section 6 of the act 2 March 31, 1955 
(69 Stat. 23). Such provisions do not give him any increase in 
longevity credit. (Perkins v. United States, supra). Thus under 
this bill Mr. Westphal would receive monthly retirement pay of 
$265.28, representing 75 percent of $320.83, the monthly base and 
longevity pay of a commander in the Navy with less than 2 years’ 
service, as established by the June 29, 1946, amendment to the Pay 
Readjustment Act of 1942, increased by 4 and 6 percent. As Mr. 
Westphal has over 10 years’ service creditable in computing active- 
duty base and longevity pay under the 1942 pay act as amended by 
the 1946 act, he would receive, under the provisions of section 203 (a), 
monthly retirement pay of $305.06, representing 75 percent of $368.96, 
the monthly base and longevity pay of a commander in the Navy 
with over 10 years’ service, as established by such acts, increased by 
4 and 6 percent. 
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Our examination of this matter discloses a further situation which 
we believe should be corrected by this legislative proposal. 

In 1954, the Department of the Army reviewed Mr. Westphal’s case 
to ascertain whether he was entitled to increased retired pay under 
the provisions of the Career Compensation Act of 1949 (63 Stat. 802), 
as amended. He was advised that he was not entitled to an increase 
in retirement pay but that he had an election to receive either a lump- 
sum amount of severance pay or to continue to receive emergency 
officers’ retirement pay computed on the pay of a second lieutenant 
with over 10 years of service. Mr. Westphal then was receiving re- 
tirement pay based on the pay of a second lieutenant with less than 2 
years of service. The reason for the difference was that the Army 
was including all of Mr. Westphal’s Army and Navy service, both 
active and inactive, as creditable in computing his retirement pay 
while the payments which he was receiving were based on his active 
Army service during World War I. He chose to continue to receive 
his emergency officers’ retirement pay and based on the 10-year serv- 
ice period certified by the Army, his retirement pay was adjusted to 
a higher rate. 

Under the provisions of section 202 (a) of the Career Compensation 
Act (63 Stat. 807), as amended, specifying the service creditable in 
determiniag basic pay, all of this former officer’s active and inactive 
service would be creditable for computing his basic pay as a member 
of the uniformed services after October 1, 1949, and the proviso in 
section 202 (b) of that act saying that, except for active service as 
prescribed in section 202 (a), the service credit authorized in section 
202 shall not be included to increase retired pay, etc., ‘“‘while on a re- 
tired list”” appears to be an implicit recognition by Congress that ac- 
tive service after retirement is creditable for increasing the retired pay 
of members on a retired list. Mr. Westphal is on a retired list and 
apparently the Army authorities are of the opinion that such proviso 
is authority for crediting him with service other than his World War 
I active service. This view, however, overlooks the fact that he is 
not a member of the uniformed services and seems to conflict with 
the decision of the Court of Claims in the Perkins case that in the 
absence of specific provision otherwise, an emergency retired officer 
can count only active service prior to his discharge as a World War I 
emergency officer for longevity purposes on the emergency officers’ re- 
tired list. Moreover, the proviso relates only to counting active serv- 
ice—the Army’s certification included inactive service—and we be- 
lieve it must be considered with the other provisions of the Career 
Compensation Act. Since specific retired pay computation formulas 
are set out in sections 411 and 511 of that act for use in computing 
the retired pay of former members retired for disability where credit 
of active duty performed after retirement is concerned, it seems 
reasonably clear that if the post-discharge active duty of Mr. West- 
phal is creditable in computing his retirement pay, such credit may 
be given only for the purposes of the applicable computation provi- 
sions of those sections. Mr. Westphal’s retirement pay computed 
under those sections is less than his present emergency officers’ retire- 
ment pay. 

As a result of the erroneous service credit certified by the Depart- 
ment of the Army, Mr. Westphal has been overpaid retirement pay 
since October 1, 1949, at a rate of almost $500 per year and unless 
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action is taken to validate the overpayments of retirement pay based 
upon this erroneous service credit, we will have no alternative but to 
recoup the overpayments. In view of the special equities in his favor, 
we believe he should be relieved of liability for these overpayments. 
Accordingly, we suggest that the period at the end of subsection 1 (b) 
of the bill be changed to a colon and that the following language a 
added to the subsection: 
“Provided, That all erroneous payments of emergency officers’ 
retirement pay made to such individuals after September 30, 
1949, and prior to the effective date of this act on the basis of 
service credits certified by the military department concerned 
are hereby validated.’ 

In our opinion, such language will validate only those overpayments 
caused by erroneously certifie .d service credits and will not change the 
legal effect of any of the other provisions of the bill. 

In the circumstances we will take no affirmative action to recoup 
the overpayments of retirement pay received by Mr. Westphal prior 
to the end of this session of Congress, unless it develops that the pro- 
tection of the interest of the United States requires otherwise. 

Sincerely yours, 
JosePH CAMPBELL, 
Comptroller General of the United States. 


SUMMARY 


Purpose of the bill: To permit persons receiving retired pay on the 
emergency officers’ retired list who served satisfactorily in World 
War II for not less than 6 months as a commissioned officer of one of 
the armed forces in a higher grade than that held on the emergency 
officers’ retired list to be advanced to the higher grade and to have 
his retired pay computed on the basis of the higher ‘grade even though 
such service in World War II may have been in a different service 
than that which he served in World War I. 

Explanation of bill: Same as above. 

Committee amendments: Committee amendments have been based 
upon recommendations of the Comptroller General that the indi- 
viduals who benefit as a result of the enactment of this legislation 
may include longevity credit in computing their retired pay and 
likewise any erroneous payments made because of erroneous certifica- 
tion will be validated. 

Fiscal data: For the one individual known to be affected by the 
proposed legislation, the increased cost to the Government will be 
approximately $117 per month. 

Committee position: Unanimously recommended. 

Departmental data: Department of the Navy, and Bureau of the 
Budget interpose no objection. 
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Mr. Kunpay, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany 8. 2266] 


. 


The Committee on Armed Services, to whom was referred the bill 
(S. 2266) to provide a method for regulating and fixing wage rates for 
employees of Portsmouth, N. H., Naval Shipyard, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE PROPOSED LEGISLATION 


The purpose of the proposed legislation is to require that the Secre- 
tary of the Navy establish hourly rates of pay for all per diem em- 
ployees of the Portsmouth, N. H., Naval Shipyard at the same hourly 
rates paid to employees of similar classification at the Boston, Mass., 
Naval Shipyard. 

It appears that the Navy Department has established separate labor 
market areas for Portsmouth and Boston and this brings about a 
separate wage differential between these two cities. From 1924 until 
1943 the Portsmouth area was not treated as a separate area for wage- 
fixing purposes. ‘The Navy’s pay rates from 1943 through 1946 were 
the same for Portsmouth as for Boston under the wage stabilization 
program in effect during World War II. It appears that the disparity 
in rates for the same skills has grown steadily since that time, and has 
been the source of much dissatisfaction at Portsmouth. 


EXPLANATORY BACKGROUND 


Section 7474 of title 10, United States Code, provides that 


The Secretary of the Navy shall establish rates of wages 
for employees of each naval activity where the rates are not 
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established by other provisions of law to conform, as nearly 
as is consistent with the public interest, with those of private 
establishments in the immediate vicinity. 


As used in the law quoted above, the term “immediate vicinity” 
has been considered to mean the area surrounding a naval activity 
within which the predominant number of employees reside, and 
within which employees could change employers without changing 
their residence. 

Acting under this law, the Department of the Navy has estab- 
lished separate labor market areas for Portsmouth and Boston. 
Wages determined for the unclassified employees of the Portsmouth 
Naval Shipyard resulting from surveys of wages paid by private 
industry in this area are substantially lower than those paid for 
similar skills in the Boston Naval Shipyard. Illustrative of the 
difference in rates is the fact that machinists currently receive $2.50 
per hour at Boston, and $2.19 per hour at Portsmouth. The two 
shipyards are less than 60 miles apart. 

The disparity in rates for the same skills has been the source of much 
dissatisfaction at Portsmouth. Complaints against this policy have 
been brought to the attention of Members of Congress from the area 
and these Members have attempted to secure relief for the employees 
by appeals for administrative adjustment of the rates under the 
flexibility provided in existing law. Until now, these attempts at 
corrective action have been unavailing. 

Under the proposed legislation, the Portsmouth rates will be set 
at the same rates determined for Boston from a survey of comparable 
industry in the Boston area. 

According to the testimony of the Assistant Secretary of the Navy 
for Personnel and Reserve Fore es, who appeared in opposition to the 
proposed legislation on behalf of the Department of Defense, the 
Department of Defense considers that the wage sampling in the 
Portsmouth labor-market area has been ample to determine reasonably 
the wages paid by private industry for work comparable to that of 
the Department of Defense employees. 

According to the testimony, some 913 samples were used in the last 
wage survey, involving laborers, helpers, high lift truck operators, 
truckdrivers, oilers, heavy-truck drivers, water tenders, automotive 
mechanics, carpenters, painters, electricians, enginemen, machinists, 
maintenance machinists, pipefitters, sheet-metal workers, and _ tool- 
makers. It should also be noted that, according to the testimony of 
the Department of Defense 


It is true that this is a much smaller sampling than that found 
in the Boston labor-market area * * *. 


It is also true, according to the testimony of the Department of 
Defense, that there is no private shipyard in the Portsmouth area. 

The Committee on Armed Services has been impressed with the 
fact that employees who work in the Portsmouth Naval Shipyard and 
employees who work in the Boston Naval Shipyard frequently come 
from the same areas except that some go to Portsmouth and others to 
Boston, and yet the wage differential for machinists, for example, is 
31 cents per hour. This disparity has grown since 1946, as is shown 
in the following general progression table: 














TED 2y THE 
DEPOS|! t E f a 
‘NITED STATES_OF AMER! 
NITE "WAGE RATES, PORTSMOUTH, N. H., NAVAL SHIPYARD 3 
Date Skilled Difference 
craft rate | per hour 
inp ngetineaanetigtinanicdligsciccitelijupitlid taining taba ies ——_—_—_—__|-—————_ 
Wicahemh,, Aen aio ripen ccnnckehdinsinede eee .| Nov. 16, 1957 $2. 50 \ $0. 31 
SEE, 2665 Mivucinadcdncmuimecununuedaiantainhonncinendamemia naa, Oe. catetnn 2.19 . 
Sa MIN os oc adn cdabdncklctueswaketick tea Jan. 19, 1957 2. 38 } 28 
PIII TS, Ulin kncpsnabonmeelinniaaenmmiiimias: ia tial Feb. 2, 1957 2.10 . 
ERE ES EE. NS suctcsuctanl Clee Tgleee 2. 26 \ 31 
IID, TU ¢ il. « arson said eiieriakotnientleesibadiaaiidendiniesl anne wae do-. eal 1.95 
SI a sc acchashaons aera ce vena enn eine ocsndaiaaedta ae June 4, "1955 2.14 \ 23 
PUIG IS Wise iole nk bbsib bbb ducts seientasbbheaiied May 23, 1955 1.91 5 
ENO, BEDI. 265-502 -nsnesge Sntline~doeseuddninninmsemeadslial Sept. 18, 1954 | 2.10 } 22 
WOPIORA, Te Bho 5 nn Jb k deh kn Selena daoadbinicaae ee heii | 1. 88 . 
BR IIR aciniicn ansensdihpg cunievitiernidaiabduiann thas deiiaaeneia Sept. Ce 1953 2. 05 } 17 
TUITE, SU og Bilin. consi seop cr8 es os hes wren tsetse execs ann aeeoip antics ae 1.88 : 
DOSE, NEGis os cinta dake ccctbt bh bbecddsas eel Oct. "0, 1952 1.97 -16 
TI cine: ilach bse nilacastinediaicn acon iebae stiles liebinaniicas ei iipintiaaiitae eee Sept. 6, 1952 1.90 } 09 
WUNMIOEINE, IN Gg Bice bdncdcwekte cd cdded ching hd ae docubebundiehien tales itoua 1.81 ; 
Boston, Mass. _.- ee 2 hs cetieiniahe mde Dec. 8, 1951 1. 86 } 08 
0 ie BEE Re ie oe ae ign cai 1.78 ; 
IN, SONS 5a. nds 5 cided bd anendinies dens pateetotate ene eee Dec. 24, 1950 1.78 \ 06 
Portsmouth, Is Mili =nithcnentiianmniiabeas ia dneelehiiae ae eaniie a eee NE ae 1.72 : 
Boston, Mass okainwaleadidehiaictad cmmbbendddssctnmdeaa aad Dec. 3, 1950 1.75 09 
PONGMNILAEN. Blinn doc. caudbviebnsatetanedsacdahbedel fedichateeh celshonueo Nov. 26, 1950 | 1. 66 } 
Boston, Mass-_ cies sienna antes a eatia aca ata witiene aa oe Oct. 21, 1948 | 1. 63 \ 09 
POU, OSs Wi isiisks Sattsd id cinebbin ccd bei Oct. 1,1948 | 1. 54 3 
Boston, Mass in elk beninhGhe tinea ate Pilea aneepabieti te metaeeniaae Nov. 9, 1947 | 1.45 \ 07 
Portal NN, Fis. ooo cnb ss dss. acc ededddnadadancheeadoanal DOGG) Mee ETT 1. 38 — 


The Committee on Armed Services has also noted that the Bureau of 
Ships, Department of the Navy, on September 29, 1950, forwarded 
the Kittery-Portsmouth Naval Shipyard commander’s letter to the 
Office of Industrial Relations with a statement supporting the posi- 
tion taken by the shipyard commander. The Bureau’s statement in 
part read as follows: 


The Bureau believes that the Portsmouth Naval Shipyard 
is located in an area where the number of workers engaged in 
comparable trades is so small that the wage rates paid to such 
workers are inevitably determined by those paid in the ship- 
yard. It is the opinion of the Bureau that this should be con- 
sidered in setting the wage rates for the Portsmouth Naval 
Shipyard. 

It appears to the Committee on Armed Services that the wage 
scales in the Portsmouth area are determined by the pay scales for 
the 5,351 employees in the naval shipyard and not by the prevailing 
wage scale of comparable industry in the Portsmouth area. For 
these reasons, the Committee on Armed Services recommends enact- 
ment of the proposed legislation. 


COST DATA 


The Department of the Navy advised the committee that the first 
vear cost of the proposed legislation would be $3,400,000. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter from 
the General Counsel of the Department of Defense indicating that the 


Department of Defense is opposed to the enactment of the proposed 
legislation. 
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GENERAL CoUNSEL OF THE DEPARTMENT OF DEFENSE, 
Washington, D. C., June 25, 1958. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. Cuarrman: By letter of May 27, 1958, to the Secretary 

= Defense you asked for the views of the Department of Defense on 

2266, 85th Congress, a bill which would require that the hourly 
aie of pay for all per diem employees of the Portsmouth, N. H., 
Naval Shipyard be the same as that of employees of similar classifica- 
tion who are employed at the Boston, Mass., Naval Shipyard. 

A similar letter, dated May 14, 1958, addressed by you to the 
Secretary of the Navy asked for the views of the Department of the 
Navy on the same bill and on H. R. 12448, an identical bill. In the 
interest of brevity this one report is being submitted in response to 
both letters. 

While these bills are directed at naval employees only, because of 
the need and policy requirement for interagency coordination within 
the Department of Defense, they would necessarily affect any Air 
Force or Army employees within the affected area. In the interest 
of fairness it would also appear logical that any other Government 
agencies located within the Portsmouth area would be forced to pay 
Boston wage rates. 

Wage rates for the Portsmouth Naval Shipyard are determined by 
the same processes and rules as are used for setting rates in any of 
the Department of Defense labor-market areas. The governing law 
for the Nace is section 7474 of title 10, United States Code (84th 
Cong.). The law which applies to the Ar my and Air Force is section 
202 (7) of the Classification Act of 1949 as amended. The applica- 
tion of both laws, in practice, has come to be practically the same. 
The basic theory in the laws is that the Government should not be a 
leader in establishing wage rates for its employees but should follow 
the pattern set by private industry within a labor-market area 

A difference in pay rates between adjoining areas or areas not too 
far apart is a normal pattern throughout the United States. In the 
case of Portsmouth, N. H., and Boston, Mass., the difference is 
dramatized because two shipyards about 60 miles apart are involved. 

Wages in the various labor-market areas have been reasonably de- 
termined as representative of local industry. The work torce at the 
Portsmouth Naval Shipyard has been just as stable as that of other 
shipyards. The obligation of the Government to protect the local 
economy by following and not leading in fixing pay is one that can- 
not be taken lightly. If a precedent to do otherwise is established 
by law, pressures would be brought to bear to raise pay rates in each 
area where wages are lower than those in an adjoining or neighboring 
area. These pressures would result even though it were the intent 
of Congress not to establish a precedent. 

One point noted in the Senate report on S. 2266 was reference to the 
lack of comparable industry within the Portsmouth area. The con- 
trolling laws make no mention of ‘comparable industry,’ and wage- 
setting practices have not been based on such comparability. Com- 
parability of occupations and of the skills and abilities used in these 
occupations, regardless of the industry, has always been the basis for 
wage setting. For example, a competent machinist in a shipyard 
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could, with a brief indoctrination period, do the work of a machinist 
at an air station or, in private industry, he could perform the work of 
a machinist in a textile plant. The man has learned his trade and is 
able to apply it on a cross-industry-basis. The work of the Navy and 
of other agencies of the Department of Defense is of the cross-industry 
type. Workers of a shipyard are required to have the same basic 
qualifications as workers of an air station, an ordnance plant, or a 
public works department, on an occupational basis. If wages were 
to be set on the basis of comparable industry, then workers in the same 
occupations within the same area would be paid differently for the 
same basic skills if, by happenstance, they were employed by an air 
station rather than by a shipyard. 

In the Senate report on S. 2266 reference was made to testimony 
concerning the number of job samples from private industry used to 
determine the wages for the Portsmouth Naval Shipyard in the wage 
survey of 1957. This testimony indicated that a total of only 316 
job samples was used to determine the wages of 5,351 employees. 
The total sampling of the last full-scale survey, conducted from Octo- 
ber to December 1956, was 914. The last survey, a wage change sur- 
vey, of September 1957, included 913 samples. It can be seen that 
the testimony showed only about a third of the actual total sample 
used. 

While it is granted that the sampling even with a total of 913 is not 
nearly as great as the total number of employees at the Portsmouth 
Naval Shipyard alone, it does appear, especially in view of the very 
careful culling process, that the results are truly indicative of average 
wage rates for comparable occupations within the Portsmouth area. 

Approximately 92 percent of the employees of this shipyard live 
within the Portsmouth labor market area. This fits into the general 
area definition as the area surrounding an activity within which the 
predominant number of employees reside, and within which employees 
can change employers without changing their residence. This inter- 
pretation and principle of locality prevailing rates has become funda- 
mental, not only to the wage-determination system of the Department 
of Defense but also to those systems used by other Government 
agencies concerned with wage rates. 

The Senate report on S. 2266 also noted that, from 1924 until 1943, 
the Portsmouth area was not treated as a separate area for wage- 
fixing purposes and that the Navy’s pay rates from 1943 through 
1946 were the same for Portsmouth as for Boston, under the wage 
stabilization program in effect during World War II. 

The Portsmouth area was treated as a separate area for wage- 
fixing purposes by the Navy prior to 1924 and from 1943 to the 
present, although the Navy’s pay rates from 1943 through 1946 were 
the same as those of Boston. Prior to World War II the Navy was 
relatively small, and naval activities were not so widely dispersed as 
they later became. Wage schedules were set more on a regional basis, 
and as late as 1943 there were only 14 wage schedules, including 1 for 
Pearl Harbor. In 1943 the National War Labor Board required estab- 
lishment of labor market areas primarily for purposes of wage stabiliza- 
tion. Since Government agencies were affected the same as private 
industry, the Navy also established representative labor market areas, 
although the Navy’s pay remained practically uniform throughout 
the country during the war. This resulted because the Navy followed 
shipbuilding zone agreements during this period of stabilization. 
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In 1947, with stabilization controls removed, it was considered that 
the now widely dispersed naval establishments must be treated pay- 
wise in accordance with the law of 1862, which required that the 
‘immediate vicinity” concept apply. The same was true of all areas 
in the country, not just Portsmouth. Where 14 schedules in a small 
Navy were once adequate, the number jumped many times because 
of the dispersal and growth that had taken place. The 1947 wage 
surveys showed that private industry rates in the Portsmouth area 
differed substantially from private industry rates in the Boston area. 
The difference between the two areas has increased since that time. 

If a bill such as S. 2266 or H. R. 12448 were to become law it could 
be the entering wedge for the death knell of a system of locality wage 
rates which has been long recognized and considered eminently fair 
for Government wage fixing. As indicated above pressures could im- 
mediately be anticipated to raise the rates of lower paying areas to 
those of higher paying adjoining areas. In the New England States 
alone it would be very difficult to explain why the Brunswick-Portland, 
Maine, area should not increase immediately from $2.21 an hour for 
machinist to the Boston, Mass., rate of $2.50; Bangor, Maine, from 
$2.18 to $2.50; Narragansett Bay, R. I., from $2.15 to $2.50; and New 
London, Conn., from $2.48 to $2.50. Arguments impossible to 
counter would be advanced very quickly for other areas wherever the 
Department of Defense has installations and the wages are lower than 
those of an adjoining or neighboring area. If the process starts 
through legislation the Congress could expect that similar bills for 
other areas would normally follow. Once a principle is set, it is hard to 
tell any American that he is not as deserving as someone else when 
similar conditions apply. 

A most important point is the effect such legislation would have on 
wages rates in private industry. On a number of occasions the De- 
partment of Defense has received protests from employers and em- 
ployer associations to the effect that rates established under our current 
system are too high and that they have been placed in an adverse 
position in dealing with their employees. On occasions local industry 
has protested the Navy’s rates in Portsmouth as being too high. 
Legislation such as S. 2266 and H. R. 12448 would be violently ob- 
jected to by private industry in those areas where the result would 
be to raise rates in Government installations above prevailing rates 
in private industrial establishments. Such legislation would be in- 
flationary in all areas affected. 

The additional cost of legislation, such as S. 2266, to the Depart- 
ment of Defense could be extremely high. In the Portsmouth area 
alone the payroll costs for the Department of the Navy would be 
increased by approximately $3,400,000 per year. Extension of this 
principle to the other military departments and to other areas would 
increase payroll costs drastically. 

The Department of Defense is aware of the necessity for giving 
careful and constant attention to the appropriateness of its labor- 
market areas. This is particularly true in situations where, as in 
the Boston and Portsmouth areas, there are sizable differences in 
pay rates between adjoining areas. 

he objective of the Department is to adhere to the principle of 
paying wages generally in line with wages prevailing in private 
industry, in keeping with the laws under which it operates. At the 
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same time, the Department wants to assure itself that its wages are 
fair and equitable to its employees, and that its pay policies do not 
hamper its ability to recruit and retain a competent work force. 

The Department of Defense considers that existing law provides 
sufficient flexibility to enable it to meet these objectives, and to adjust 
and readjust labor market area boundaries whenever found to be 
necessary or desirable. Admittedly, it is difficult to establish a 
formula which always produces results completely satisfactory to all 
employees concerned. However, the Department is convinced that 
legislation which affects a single area and which changes the basic 
locality rate principle so long and successfully used by the military 
departments is not the answer to this complex problem. The Depart- 
ment is therefore opposed to the enactment of S. 2266. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
Rosert DecHeErt. 


O 
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RETIRED PAY OF CERTAIN RETIRED OFFICERS OF THE 
ARMED FORCES 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Kitpay, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 471] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 471) relating to the retired pay of certain retired officers 
of the Armed Forces, having considered the same, report favorably 
thereon with amendment and recommend that the bill do pass. 

The amendments are as follows: 

On page 1, lines 6 and 7, strike out the citation “(10 U.S. C. 1028a; 
34 U.S. C. 399c)”’ and insert in lieu thereof the “stile “(46 Stat. 
793)’ 

On page 1, lines 10 and 11, strike out section 2 in its entirety, and 
insert in lieu thereof the following: 


Src. 2. No person is entitled to an increase in retired or 
retirement pay because of this Act for any period before the 
effective date of this Act. 


The purpose of the proposed legislation is to authorize a small num- 
ber of retired commissioned officers who were advanced on the retired 
list to their highest World War I grade under the act of June 21, 1930, 
to receive retired pay based on the pay of the grade in which they 
retired instead of on the pay of the grade to which they were advanced. 

The proposed legislation affects commissioned warrant officers of the 
Navy, Marine Corps, and Coast Guard who were advanced to higher 
commissioned grades on the retired list urider the act of June 21, 1930. 
Prior to October 1, 1949, these individuals received the retired pay of 
their commissioned warrant grade. After the effective date of the 
Career Compensation Act, October 1, 1949, if they elected to compute 
their retired pay on the basis of the Career Compensation Act it was 
necessary for their pay to be based upon the highest grade satisfac- 
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torily held since the pay of the lower commissioned grade is in some 
cases less than the commissioned warrant grades. 

As a result, certain officers have actually received less retired pay 
than they otherwise would have been entitled had they been entitled 
to compute their retired pay based upon the grade in which originally 
retired. 

One of the provisions of the Career Compensation Act permitted 
warrant officers who had been advanced to higher commissioned 
rank to request restoration to their former warrant status if the re- 
quest was made within 1 year after the enactment of thatlaw. There — 
probably were a variety of reasons why some of these individuals did 
not elect to exercise this option. Some felt that reversion to the 
warrant grade would be misunderstood, while others were not aware 
of the privilege. Since the election that they were permitted to make 
was that of retaining their former warrant officer status, or that of the 
highest grade to which advance, it is obvious that those who elected 
to retain their highest commissioned officer grade did not do so because 
of any advantages with respect to the Dual Compensation Act or the 
dual employment statute. 

It appears, furthermore, that the legislation will be applicable to 
approximately 10 or fewer officers, so that the cost to the Government 
would be nominal. 

The Department of the Navy on behalf of the Department of De- 
fense favors enactment of the proposed legislation with amendments 
and the Bureau of the Budget interposes no objection. 

The amendments proposed by the Navy are that the citation to 
the Statutes at Large (46 Stat. 793) be inserted in lieu of the reference 
to the United States Code since the act of June 21, 1930, was repealed 
by the act of August 10, 1956, the act which codified and enacted into 
positive law titles 10 and 32 of the United States Code; and that the 
retroactive features be eliminated, and that section 2 be amended to 
read as follows: 


Src. 2. No person is entitled to an increase in retired or 
retirement pay because of this Act for any period before the 
effective date of this Act. 


The Committee on Armed Services recommends enactment of the 
proposed legislation. 

The Department of the Navy, for the Department of Defense, 
recommends enactment of the propose d legislation, and the Bureau of 
the Budget interposes no objection, as indicated by the following 
attached letter hereby made a part of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 2, 1957 
Hon. Cart Vinson, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHarrman: Your request for comment on H. R. 
471, a bill relating to the retired pay of certain retired officers of the 
Armed Forces, has been assigned to this Department by the Secretary 
of Defense for the preparation of a report thereon expressing the views 
of the Department of Defense. 
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The purpose of H. R. 471 is to authorize retired commissioned 
officers who were advanced on the retired list to their highest World 
War I grade under the act of June 21, 1930, to receive retired pay 
based on the pay of the grade in which they retired, instead of on the 
pay of the grade to which they were advanced, unless they are entitled 
to higher retired pay under other law. 

Retired commissioned warrant officers of the Navy, Marine Corps, 
and Coast Guard who were advanced to higher commissioned grades 
on the retired list under the act of June 21, 1930, continued to receive 
the retired pay of their commissioned warrant grade, as provided 
in that act, until October 1, 1949, the effective date of the Career 
Compensation Act of 1949. Thereafter, if they elected to have their 
retired pay computed under the Career Compensation Act, their pay 
was required, by section 511 of that act, to be based on the highest 
grade satisfactorily held by them. Since the pay of the grades of 
ensign through lieutenant in the Navy and Coast Guard, and of 
equivalent grades in the Marine Corps, is in some cases less than the 
pay of commissioned warrant grades, some former commissioned 
warrant officers were disadvantaged by this provision. 

Under a proviso of section 511 of the Career Compensation Act of 
1949, former enlisted men and warrant officers who had been advanced 
to higher commissioned rank were given 1 year in which to request 
restoration to enlisted or warrant status. If that status was restored, 
their retired pay was thereafter based on their former enlisted or war- 
rant grade. A few former commissioned warrant officers of the Navy 
and Marine Corps did not request restoration of their warrant status. 
Some may not have known of their right to do so. Others chose to 
accept lower retired pay rather than give up the rank and title of the 
higher commissioned grade which they had held for many years on the 
retired list. These officers and their families felt that reversion to 
warrant grade would be regarded by their friends and neighbors as a 
demotion and would cause loss of prestige and social standing in their 
communities. 

H. R. 471 would permit officers of the Navy, Marine Corps, and 
Coast Guard who were advanced from commissioned warrant grade 
to a higher grade on the retired list under the act of June 21, 1930, to 
retain the rank and title of that higher grade but to have their retired 
pay based on the pay of the commissioned warrant grade in which 
they originally retired. 

Since the act of June 21, 1930, applied only to commissioned officers, 
and since chief warrant officers of the Army and Air Force are not 
commissioned, it appears that no retired officers of those services would 
benefit by enactment of H. R. 471. 

The exact number of retired officers of the Navy and the Marine 
Corps who would be benefited by this bill is not known but is believed 
to be very small, probably less than 10. The increase in retired pay 
would probably average $17 to $19 a month in each case. Accord- 
ingly, the annual cost to the Government would be nominal. 

Section 2 of the bill would make the proposed increases in retired 
pay retroactive to September 30, 1949. This would be contrary to 
the policy established in recent legislation amending retirement laws, 
for example, Public Law 547, approved May 31, 1956. It is there- 
fore recommended that section 2 be revised to read: 
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“Sec. 2. No person is entitled to an increase in retired or retirement 
pay because of this Act for any period before the effective date of 
this Act.” 

Your attention is invited to the fact that the act of June 21, 1930 
(ch. 563 (46 Stat. 793)) as amended, was repealed by section 53 of the 
act of August 10, 1956 (Public Law 1028), the act which codified and 
enacted into positive law titles 10 and 32 of the United States Code. 
The substance of the act of June 21, 1930, is not restated in the new 
title 10, since all officers eligible for advancement to a higher grade 
under it have already been advanced or are entitled to retire in at 
least that grade under other law (H. Rept. No. 970, 84th Cong., Ist 
sess., p. 1027; S. Rept. No. 2484, 84th Cong., 2d sess., p. 1035). It 
is suggested, therefore, that a citation to the Statutes at Large be 
substituted for the code citations in the bill. 

Subject to the foregoing, the Department of the Navy, on behalf 
of the Department of Defense, favors enactment of H. R. 471. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on H. R. 471 to the Congress. 

Sincerely yours, 


E. C. SrepHan, 
Rear Admiral, United States Navy, 
Ohief of Legislative Liaison 
(For the Secretary of the Navy). 


SUMMARY 


Purpose of the bill: To authorize a small number of retired com- 
missioned officers, probably less than 10, who were advanced on the 
retired list to their highest World War I grade under the act of 
June 21, 1930, to receive retired pay based upon the grade in which 
they were retired instead of the grade to which they were advanced. 

Explanation of bill: Same as above. 

Committee amendments: One committee amendment is technical 
in nature, and the other, recommended by the Department of the 
Navy, prevents the increased retired pay from being retroactive. 

Fiscal data: The increase in retired pay for those affected would 
probably average $17 to $19 a month in each case. Therefore, the 
annual cost to the Government would be nominal. 

Committee position: Unanimously recommended. 

Departmental data: Department of the Navy recommends; Bureau 
of the Budget interposes no objection. 


O 
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PERMITTING ADVANCEMENT ON THE RETIRED LIST OF 
CERTAIN PERSONS WHO RETIRED WITH 30 YEARS’ 
SERVICE (INCLUDING CREDIT FOR DOUBLE TIME) 


Juiy 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Kinpay, from the Committee on Armed Ser WW MER SAT 


the following 
a2 
JUL 25 tewy 


MAIN 


REPORT 


[To accompany H. R. 7706] READING ROOM 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 7706) to entitle members of the Army, Navy, Air Force, or 
Marine Corps retired after 30 years’ service to retired pay equal to 
75 percent of the monthly basic pay authorized for the highest enlisted, 
warrant, or commissioned grade in which they served satisfactorily 
during World War I, and for other purposes having considered the 
same, report favorably thereon with amendment and recommend that 
the bill do pass. 

The amendment is as follows: 

Strike out section 1 and substitute in lieu thereof the following: 


That effective April 1, 1955, members of the Army, Navy, 
Air Force, and Marine Corps retired before the date of enact- 
ment of this Act with thirty years’ service (including credit 
for double time) are entitled to the maximum retired pay pro- 
vided for the grade in which retired in effect prior to June 1, 
1958, or for the highest enlisted, warrant, or commissioned 
officer grade in which they served satisfactorily during World 
War I. 

The purpose of this legislation is to entitle members of the Army, 
Navy, Air Force, or Marine Corps retired after 30 years’ service to 
retired pay equal to 75 percent of the monthly basic pay authorized 
for the highest enlisted, warrant, or commissioned grade in which they 
served satisfactorily during World War I. 

Individuals who enlisted before August 25, 1912, are given double 
credit for certain service performed by them outside the continental 
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limits of the United States in computing their length of service for 
purposes of retirement. Individuals who received such credit and who 
served creditably in World War I were entitled to be advanced on the 
retired list to the highest commissioned, warrant, or enlisted grade 
held by them during that war. However, no increase in retired pay was 
authorized by reason of such advancement. Subsequently, provision 
was made that enlisted men with double-time credit would be entitled 
to the maximum retired pay then or thereafter authorized for the grade 
in which they were retired. In addition, retired enlisted men were 
authorized to receive retired pay computed on the basis of the com- 
missioned officer grade to which they were advanced. The Comptroller 
General held, however, that in computing the retired pay of a retired 
enlisted man on the basis of the commissioned officer grade to which 
he has been advanced, doubletime credit could not be counted as that 
credit may be counted only in computing length of service for the 
purpose of qualifying for retirement (29 Comp. Gen. 220). In view 
of this decision, a small group of retired enlisted men who were 
advanced to a commissioned officer grade elected to be restored on the 
retired list to their former enlisted grade because of the higher retire- 
ment pay. 

Section 2 (15), Career Incentiv e Act of 1955 (69 Stat. 22) authorizes 
the counting of double-time credit in computing the retired pay of a 
retired enlisted man on the basis of the commissioned officer grade to 
which he was advanced under the act of May 7, 1932 (47 Stat. 150). 
The proposed legislation permits those persons who elected to be 
restored to their former enlisted grade, as noted above, and who 
thereby received no benefit from the 1955 act to have their retired 
pay recomputed, with credit for double time, on the basis of the 
highest grade satisfactorily held during World War I and authorizes 
their being readvanced upon the retired list to that grade. 


EXPLANATION OF COMMITTEE AMENDMENT 


The committee amendment, which rewrites section 1, is to pre- 
clude the possibility of any individual claiming advancement to the 
newly created grades of E-8 or E-9 which did not exist prior to 
June 1, 1958. 

The Department of the Army favors enactment of the proposed 
legislation and the Bureau of the Budget interposes no objection, as 
indicated by the following letter hereby made a part of this report. 

JuLY 23, 1957. 
Hon. Cari VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuarrMan: Reference is made to your request for the 
views of the Department of Defense with respect to H. R. 7706, 85th 
Congress, a bill to entitle members of the Army, Navy, Air Force, or 
Marine Corps retired after 30 years’ service to ‘retired pay equal to 

75 percent of the monthly basic pay authorized for the highest en- 
listed, warrant, or commissioned grade in which they served satisfac- 
torily during World War I, and for other purposes. The Secretary 
of Defense has delegated to the Department of the Army the respon- 
sibility for expressing the views of the Department of Defense thereon. 

The purpose of the bill is generally as stated in its title. 
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The Department of the Army on behalf of the Department of 
Defense favors enactment of the above-mentioned bill. 

H. R. 7706 conforms to the substitute bill recommended by the 
Department in lieu of H. R. 3499, 85th Congress, upon which a report 
was submitted to your committee on April 15, 1957. 

Inasmuch as the Department has recently reported on the merits 
of H. R. 3499, supra, and without repeating in detail the historical 
development of the pertinent provisions of law, the Department 
desires to restate in general its reasons for favoring enactment of 
H. R. 7706. 

Individuals who enlisted before August 25, 1912, are given double 
credit for certain service performed by them outside the continental 
limits of the United States in computing their length of service for 
purposes of retirement. Individuals who received such credit and who 
served creditably in World War I were entitled to be advanced on the 
retired list to the highest commissioned, warrant, or enlisted grade 
held by them during that war. However, no increase in retired pay 
was authorized by reason of such advancement. Subsequently, pro- 
vision was made that enlisted men with double-time credit would be 
entitled to the maximum retired pay then or thereafter authorized 
for the grade in which they were retired. In addition, retired enlisted 
men were authorized to receive retired pay computed on the basis of 
the commissioned officer grade to which they were advanced. The 
Comptroller General held, however, that in computing the retired 
pay of a retired enlisted man on the basis of the commissioned officer 
grade to which he has been advanced, double-time credit could not 
be counted as that credit may be counted only in computing length of 
service for the purpose of qualifying for retirement (29 Comp. Gen. 
220). In view of this decision, a small group of retired enlisted men 
who were advanced to a commissioned officer grade elected to be 
restored on the retired list to their former enlisted grade because of 
the higher retirement pay. 

Section 2 (15), Career Incentive Act of 1955 (69 Stat. 22), authorizes 
the counting of double-time credit in computing the retired pay of a 
retired enlisted man on the basis of the commissioned officer grade to 
which he was advanced under the act of May 7, 1932 (47 Stat. 150). 
H. R. 7706 permits those persons who elected to be restored to their 
former enlisted grade, as noted above, and who thereby received no 
benefit from the 1955 act to have their retired pay recomputed, with 
credit for double time, on the basis of the highest grade satisfactorily 
held during World War I and authorizes their being readvanced upon 
the retired list to that grade. 

In view of the foregoing, the Department of the Army on behalf of 
the Department of Defense recommends that H. R. 7706 be enacted. 

No accurate estimate of the fiscal effects of H. R. 7706 can be fur- 
nished. It is believed, however, that the cost will be relatively small 
since only a few individuals will be affected. Therefore, it cannot be 
ascertained with any degree of certainty whether the provisions of 
the act of July 25, 1956 (Public Law 801, 84th Cong.; 70 Stat. 652), 
are applicable. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 
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The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 


Wiper M. Brucker, 
Secretary of the Army. 
SUMMARY 


Purpose of the bill——The proposed legislation will entitle members 
of the Army, Navy, Air Force, and Marine Corps retired after 30 
years’ service, including double-time credit, to retired pay equal to 
75 percent of the monthly basic pay authorized for the highest enlisted, 
warrant, or commissioned grade in which they served satisfactorily 
during World War I. 

Explanation of the bill——The purpose of the proposed legislation is 
to allow a small number of retired members of the Army, Navy, Air 
Force, or Marine Corps to count for double-time credit in computing 
officers’ retirement pay the same grade that was authorized in com- 
puting enlisted retired pay. 

Committee amendment.—The committee amendment precludes an 
individual from claiming retirement in the newly created grades of 
E-8 or E-9 which became effective on June 1, 1958. 

Fiscal data.—It is believed that the cost will be relatively small 
since only a few individuals will be affected. It is estimated that 
fewer than 100 individuals will be affected. The increased retirement 
costs will be relatively small. 

Committee position—The proposed legislation is unanimously 
recommended by the Committee on Armed Services. 

Departmental data.—The Department of the Army, on behalf of the 
Department of Defense, favors enactment of the proposed legislation. 


O 
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AUTHORIZING TRAVEL AND TRANSPORTATION ALLOW- 
ANCES IN THE CASE OF CERTAIN MEMBERS OF THE 
UNIFORMED SERVICES 


Juty 1, 1958.—-Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Kiupay, from the Committee on Armed Services, submitted the 


te VERSITY 
following UN ICHIGAN 


REPORT nen eed 
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[To accompany H. R. 7902] MAIN 
READING ROOM 

The Committee on Armed Services, to whom was referred the bill 
(H. R. 7902) to authorize travel add transportation allowances in the 
case of certain members of the uniformed services, having considered 
the same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment is as follows: 

Amend the title so as to read: 


A bill to authorize travel and transportation allowances in the 
case of certain members of the uniformed services. 


PurpPOsE OF PRoposED LEGISLATION 


The proposed legislation provides authority for members of the 
uniformed services, otherwise eligible to select a home under the 
retroactive provisions of the act of August 11, 1955 (Public Law 368, 
84th Cong.; 69 Stat. 691), who could not qualify under that act 
because of being confined in a hospital or otherwise undergoing treat- 
ment which prevented the travel to a home of selection within the 
time limitations imposed by section 3 of that act, to select such a home. 

Public Law 368, 84th Congress, provides authority for the pay- 
ment of travel and transportation allowances to all members of the 
uniformed services to a home of selection when (1) a member is re- 
tired for physics . disability or placed upon the temporary disability 
retirement list, or (2) is retired for any other reason and discharged 
with severance ss iy immediately following at least 8 years of continu- 
ous active duty. Section 3 of the act provides that no additional 
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amounts could be paid to members as a result of that act unless travel 
to the selected home was performed before April 29, 1953 (1 year 
after the termination of the national emergency), or within 1 year 
after retirement, discharge, or placement on the temporary disability 
retirement list, whichever is later. Certain members of the uni- 
formed services who were retired, discharged, or placed on the tem- 
porary disability retirement list before August 11, 1955, the date of 
enactment of Public Law 368, who were otherwise eligible to select 
a home under that act, could not travel to such a selected home with- 
in the limiting period of 1 year following such retirement, discharge, 
or placement upon the temporary disability retirement list, because 
they were either hospitalized or otherwise undergoing treatment. The 
Comptroller General has ruled (Decision B-126158, December 5, 
1955), that such members could not qualify for travel and transpor- 
tation benefits under Public Law 368. The effect of this decision is 
to deprive a few individuals, who, through no fault of their own, 
could not perform the travel within the limiting 1-year period, of the 
right to select their homes on retirement and leaves them entitled only 
to travel and transportation benefits to the home of record upon en- 
trance into service. 

The proposed legislation is designed to correct this inequity by pro- 
viding affirmative authority for travel and transportation allowances, 
including transportation for de _ ndents and movement of household 
effects, at Government expense, to a home of selection to those mem- 
bers of the uniformed se rvices who could not, under Public Law 368, 
perform travel to a selected home either before April 29, 1953, or within 
1 year after retirement, discharge, or placement on the temporary 
disability retirement list because they i re undergoing hospitalization 
or medical treatment, by extending the period during which travel may 
be performed to 1 year after such period of hospitalization or medical 
treatment. 

The Committee on Armed Services unanimously recommends en- 
actment of the proposed legislation. 

Enactment of the proposed legislation will result in no increase in 
the budgetary requirements of the Department of Defense. The 
Department of Defense recommends enactment of the proposed legis- 
lation. The Bureau of the Budget indicates there is no objection to 
the proposed legislation, as indicated by the attached letter, hereby 
made a part of this report. 


May 28, 1957. 
Hon. Sam Rayspurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of 
legislation to authorize travel and transportation allowances in the 
case of certain members of the uniformed services. 

This proposal is a part of the Department of Defense legislative 
program for 1957, and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the considera- 
tion of the Congress. The Department of the Air Force has been 
designated as the representative of the Department of Defense for 
this legislation. It is recommended that this proposal be enacted 
by the Congress. 
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PURPOSE OF THE LEGISLATION 

The purpose of this proposed legislation is to provide authority 
for the payment of travel and transportation allowances to certain 
members of the uniformed services who were retired, placed on the 
temporary disability retired list, or, discharged before August 11, 
1955, provided travel to a home selected by those members was 
performed (1) before April 29, 1953; (2) within 1 year after that 
retirement, discharge, or placement on the temporary disability 
retired list; or (3) within 1 year after a period of hospitalization or 
medical treatment which prevents qualification under clause (1) or 
(2). 

The major purpose of the act of August 11, 1955 (Public Law 368, 
84th Cong.), is to authorize travel and transportation allowances for 
all members of the Armed Forces to their home of selection upon 
retirement, or discharge with severance pay, following at least 8 years 
of continuous active duty. 

During the implementation of Public Law 368, it became apparent 
that certain members, though otherwise eligible to select a home under 

that law, could not, within a period of 1 year following a separation 
occurring before August 11, 1955, travel to a selected home due to 
physical incapacity or mental incompetence. The Comptroller 
General ruled (B-126158, December 5, 1955) that they could not 
qualify for travel and transportation benefits under Public Law 368. 
As a result, these members were, and now are, entitled to travel and 
transportation benefits only to the home of record upon entry into 
service. Though only a few individuals are affected, remedial legisla- 
tion to overcome this inequity is needed. 

COST AND BUDGET DATA 
Enactment of this proposal would result in no increase in the 
budgetary requirements within the Department of Defense. 
Sincerely yours, 
James H. Dove.as, 
Secretary of the Air Force. 
H. R. 7902 

In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows: 

EXISTING LAW THE BILL 

That section 3 of the Act 

August 11, 


Section 3 of the act of August 11, 
1955 (69 Stat. 691) 


of 
1955 (69 Stat. 691), is 


Sec. 3. This Act shall be effec- 
rive from April 1, 1951. No addi- 
tional amount may be paid to 
members of the uniformed serv- 
ices as a result of enactment of 
this amendatory Act unless travel 
to such selected home be _ per- 


amended by amending the second 


sentence to read as follows: ‘‘No 
additional amount may be paid as 
a result of the enactment of this 
section to a member of a uniformed 
service who was retired, dis- 
charged, or placed on the tempo- 
rary disability retired list before 
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EXISTING LAW—continued THE BILL—continued 

formed on or prior to April 28, August 11, 1955, unless travel to 

1953, or within one year after such a home selected by that member 

retirement, placement upon the was performed—- 

temporary disability retired list, (1) before April 29, 1953; 

or discharge, whichever is later. (2) within one year after 
that retirement, discharge, or 
placement on the temporary 
disability retired list; or 

(3) within one year after a 

period of hospitalization or 
medical treatment which pre- 
vents qualification under 
clauses (1) or (2).” 


SUMMARY 
PURPOSE OF PROPOSAL 


To authorize travel and transportation allowances in the case of 
certain members of the uniformed services. 


EXPLANATION OF BILL 


This legislation will provide authority for the payment of travel 
and transportation allowances to certain members of the uniformed 
services who were retired, placed on the temporary disability retired 
list, or discharged before August 11, 1955, provided travel to a home 
selected by those members was performed (1) before April 29, 1953; 
(2) within 1 year after that retirement, discharge, or placement on the 
temporary disability retired list; or (3) within 1 year after a period of 
hospitalization or medical treatment which prevents qualification 
under clause (1) or (2). 


COMMITTEE AMENDMENT 
Due to typographical error in printing of title, title is corrected. 
FISCAL DATA 


Enactment of this proposal would result in no increase in the 
bugetary requirements within the Department of Defense. 


COMMITTEE POSITION 


The Committee on Armed Services unanimously recommends 
enactment of this legislation. 


DEPARTMENTAL POSITION 


Department of Defense recommends enactment. Bureau of the 
Budget interposes no objection. 


85TH CoNGRESS HOUSE PHT PER SEPENTATIVES { REPORT 
2d Session OF MICHIGAN No. 2068 


JUL 2 ae 195 


MAIN 
READING ROOM 
PERMITING ENLISTED MEMBERS OF THE NAVAL RESERVE AND 
MARINE CORPS RESERVE TO TRANSFER TO THE FLEET RE- 
SERVE AND FLEET MARINE CORPS RESERVE ON THE SAME 
BASIS AS MEMBERS OF THE REGULAR COMPONENTS 


Junty 1, 1958.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Kipay, from the Committee on Armed Services, submitted the 
following 


REPORT 
[To accompany H. R. 11504] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 11504) to amend title 10 of the United States Code to permit 
enlisted members of the Naval Reserve and Marine Corps Reserve to 
transfer to the Fleet Reserve and the Fleet Marine Corps Reserve 
on the same basis as members of the regular components, having 
considered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendments are as follows: 

On page 2, line 3, strike out the ‘“(s)’”’ and insert in lieu thereof 
““(a)”’, 

On page 2, lines 4 and 5, strike out “respectively’’,” and insert in 
lieu thereof ‘‘respectively,”’. 

On page 2, line 21 should be alined with lines 18 through 20. 

The purpose of the proposed legislation is to provide authority 
whereby enlisted career reservists of the Navy and Marine Corps who 
serve for 20 or more years on active duty may be transferred, upon 
their request, to the Fleet Reserve or the Fleet Marine Corps Reserve, 
with retainer pay, and may subsequently be retired with retired pay, 
under the same circumstances and with the same benefits and obliga- 
tions as enlisted members of the Regular Navy and Regular Marine 
Corps. 

The Navy has a requirement for approximately 10,000 enlisted 
career reserves for service on active duty in a reserve status. The 
Marine Corps needs 500. These men are required for duty in the so- 
called TAR programs, that is, for the administration and training of 
the Naval and Marine Corps Reserve. The Navy and Marine Corps 
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are experiencing increasing difficulty in retaining trained, experienced 
enlisted instructors on active duty. Turnover in personnel, with re- 
sulting increased costs of training replacements, is rising at an alarm- 
ing rate. While the increases in pay provided by Public Law 85-422 
will doubtless stem the tide to some extent, the Department of the 
Navy has reported that many enlisted reservists are unwilling to serve 
for long periods on active duty chiefly because of the disparity between 
the retirement rights and benefits that are available to reserves and 
those that are available to members of the regular components. 

An enlisted member of the Regular Navy or Regular Marine Corps 
who completes 20 or more years of active service is eligible for transfer 
to the Fleet Reserve or Fleet Marine Corps Reserve at his own 
request. After transfer he is entitled, when not on active duty, to 
retainer pay at the rate of 2% percent of his active-duty rate of pay 
multiplied by his years of active service. If he has completed only 
20 years of active service, his retainer pay is 50 percent of his active- 
duty pay. If he has completed more than the minimum amount of 
active service, his retainer pay is increased proportionately. When 
his total service, including inactive service in the Fleet Reserve or 
Fleet Marine Corps Reserve, amounts to 30 years, he is transferred to 
the retired list with retired pay at the same rate as his retainer pay 
(unless he is entitled to higher retired pay under other law). 

There are two provisions of law (one of which is temporary) under 
which an enlisted reservist may earn retired pay. Both have draw- 
backs as compared to the benefits available to regulars. 

An enlisted member of the Naval Reserve or the Marine Corps 
Reserve who was in the Reserve on January 1, 1953, and who retires 
before January 1, 1973, is entitled under title 10 United States Code, 
section 6327 to be retired with retired pay at the flat rate of 50 per- 
cent of his active duty rate of pay if he completes (1) at least 30 
years of active service or (2) at least 20 years of such service, 10 of 
which were completed in the 1l-year period immediately preceding 
his retirement. Regardless of his length of service, his retired pay is 
never more than 50 percent of his active-duty pay. This provision 
of law, which had its origin in the Naval Reserve Act of 1938, was the 
first law providing any sort of retirement with pay for reservists. It 
was repealed by the Armed Forces Reserve Act of 1952 and reenacted, 
for a period of 20 years only, to preserve the accrued rights of persons 
who were in the Reserve on the effective date of the act. 

Enlisted members who were in the Naval Reserve or the Marine 
Corps Reserve on January 1, 1953, can thus become eligible, by 
serving on active duty for at least 20 years, for retired pay at the 
minimum rate. But, unlike members of the regular components, 
they cannot become eligible for retired pay-at a higher rate by con- 
tinuing on active duty beyond their 20th year. 

Young men who have entered the service since January 1, 1953, 
do not have even this limited retirement privilege. They cannot 
look forward to receiving any retired pay whatsoever for their Reserve 
service until they reach the age of 60, no matter how long they serve 
on active duty. At age 60, if they have completed 20 years of satis- 
factory active and inactive service, they are eligible for retired pay 
under chapter 67 of title 10, United States Code. This chapter, 
enacted originally as title III of the Army and Air Force Vitalization 
and Retirement Equalization Act of 1948, was intended to encourage 
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reservists, after release from active duty, to maintain their proficiency 
through attendance at drills, performance of training duty, ete. It 
was not intended to provide an inducment to reservists to serve on 
continuous active duty for 20 or more years and it does not do so. 

Inasmuch as enlisted members of the Regular Navy and Regular 
Marine Corps can transfer to the Fleet Reserve and Fleet Marine 
Corps Reserve upon completing 20 years active duty, and immediately 
become entitled to retainer pay, their counterparts in the Reserve 
components are not encouraged to perform an identical amount of 
active duty in order to earn a benefit that is not payable until they are 
60 years old. 

eserve commissioned and warrant officers of the Navy and Marine 
Corps are entitled to retirement with retired pay under the same 
conditions as officers of the regular components. The disparity in 
retirement rights exists only with respect to enlisted members. 

There is reason to believe that, if this disparity is removed by 
enactment of this proposed legislation, appreciable numbers of enlisted 
reservists who would otherwise return to inactive duty will be willing 
to continue to serve. Their continuance is vital to the Reserve 
training programs. 

COSTS 


Costs will be negligible until 1973, because until then reservists who 
become eligible for transfer to the Fleet Reserve under this legislation 
will be also eligible for retirement under the temporary reserve 
retirement provisions which expire the first of that year. Costs after 
January 1, 1973, cannot be estimated as it is not known how man 
enlisted reservists will be encouraged by this legislation to make a full 
career. 

The Committee on Armed Services recommends enactment of the 
proposed legislation. 

The Department of the Navy, on behalf of the Department of 
Defense, strongly recommends enactment, and the Bureau of the 
Budget interposes no objection, as indicated by the following attached 
letter hereby made a part of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orrice oF Leaistative Liaison, 
Washington, D. C., April 4, 1958. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: Your request for comment on H. R. 
11504, a bill to amend title 10 of the United States Code to permit 
enlisted members of the Naval Reserve and Marine Corps Reserve to 
transfer to the Fleet Reserve and the Fleet Marine Corps Reserve 
on the same basis as members of the regular components, has been 
assigned to this Department by the Secretary of Defense for the 
preparation of a report thereon expressing the views of the Department 
of Defense. 

Under present law (10 U. S. C. 6330) an enlisted member of the 
Regular Navy or the Regular Marine Corps who completes 20 or more 
years of active service may be transferred, at his own request, to the 
Fleet Reserve or the Fleet Marine Corps Reserve, as appropriate. 
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While on inactive duty in the Fleet Reserve or the Fleet Marine Corps 
Reserve, he receives retainer pay at the rate of 2% percent of his 
active-duty rate of pay multiplied by the number of his years of 
active service. 

The purpose of H. R. 11504 is to provide identical authority for 
enlisted members of the Naval Reserve and the Marine Corps Reserve 
to be transferred to the Fleet Reserve and the Fleet Marine Corps 
Reserve, with retainer pay, upon completing 20 or more years of active 
service. 

It has become increasingly difficult to recruit and retain enlisted 
reserves for extended active duty in connection with Reserve training 
programs. In the Naval Air Reserve training program alone there 
are 800 vacant billets that cannot be filled. Undoubtedly there are 
other reasons why many enlisted reserves are not interested in remain- 
ing on active duty beyond the period of their obligated service. It is 
believed, however, that, if they could look forward to becoming 
eligible for retainer pay upon completing 20 years of active duty, the 
numbers who would be willing to continue to serve would be substan- 
tially increased. 

Except for three typographical errors, H. R. 11504 is identical with 
a legislative proposal which the Department of the Navy, on behalf 
of the Department of Defense, submitted to the Congress, with the 
approval of the Bureau of the Budget, on August 22, 1957. The 
errors are on page 2 of the bill. In line 3, ‘‘(s)” should be “(a)”. In 
line 5, the quotation marks and comma after the word “respectively’’ 
should be transposed. Line 21 should be alined with lines 18-20. 

Subject to the correction of the above errors, the Department of 
the Navy strongly recommends enactment of H. R. 11504. 


Sincerely yours, 


E. C. STEPHAN, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy 


SECTIONAL ANALYSIS 


Section 1 amends title 10, United States Code, as follows: 

Clause (1) amends section 6327 (e). Section 6327 provides that a 
member of the Naval or Marine Corps Reserve who completes 30 years 
of active service, or 20 years of such service the last 10 of which were 
in the 1l-year period immediately preceding his retirement, may be 
transferred to the Retired Reserve upon his request, with retired pay 
at the rate of 50 percent of his active-duty rate of pay. As amended 
by clause (1), subsection (e) provides for an election of benefits for 
Reserves who are eligible for retirement under this section and who 
are also eligible for retirement under other law or for transfer to the 
Fleet Reserve or Fleet Marine Corps Reserve under section 6330 as 
amended by clause (3). 

Clause (2) amends section 6330 (a) to provide that the Fleet Reserve 
and Fleet Marine Corps Reserve are composed of members of the naval 
service transferred thereto pursuant to hor: The term “naval serv- 
ice”’ includes both Regular and Reserve components. Under present 
law the Fleet Reserve and Fleet Marine Corps Reserve are composed 
solely of members transferred thereto from the regular components. 
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Clause (3) amends section 6330 (b) to authorize enlisted reserves, 
as well as enlisted regulars, to be transferred to the Fleet Reserve and 
Fleet Marine Corps Reserve upon their request. Under present law 
only regulars are eligible for transfer. 

Clauses (4), (5), and (6) amend section 6331 to provide that mem- 
bers of the Fleet Reserve and Fleet Marine Corps Reserve transferred 
thereto from the Reserve components shall be transferred to the Re- 
tired Reserve, with retired pay, upon completion of 30 years of total 
service or upon being found physically disqualified. These are the 
conditions under which members of the Fleet Reserve and Fleet Ma- 
rine Corps Reserve transferred thereto from the Regular components 
are transferred to the retired lists of the Regular Navy and Regular 
Marine Corps. 

Clause (7) amends section 6332 to provide that transfers from the 
Reserve components to the Fleet Reserve and Fleet Marine Corps 
Reserve, and transfers therefrom to the Retired Reserve, are conclu- 
sive for all purposes in the same manner as transfers from the Regular 
components and transfers to the retired lists of the Regular Navy and 
Regular Marine Corps. 

SUMMARY 


Purpose of the bill—To permit enlisted members of the Naval 
Reserve and the Marine Corps Reserve to transfer to the Fleet 
Reserve and the Fleet Marine Corps Reserve on the same basis as 
members of the regular components. 

Explanation of the bill—Same as above. 

Committee amendments.—Typographical errors of printed bill cor- 
rected. 

Fiscal data.—No cost to the Government until 1973. After 197: 
cost will depend upon the number of reserve enlisted personnel who 
qualify for retirement. However, it is anticipated that the number 
will not be large enough to cause any appreciable increase in retirement 
costs. 

Committee position—The Committee on Armed Services unani- 
mously recommends enactment. 

Departmental data.—The Department of the Navy recommends 
enactment of this legislation. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Sections 6327, 6330, 6331, 6332 or Tirte 10, Untrep States Cope 


§ 6327. Officers and enlisted members of the Naval Reserve and 
Marine Corps Reserve: 30 years; 20 years; retired pay 
(a) A member of the Naval Reserve or the Marine Corps Reserve 
may be transferred to the Retired Reserve upon his request if he 
has completed— 
(1) at least 30 years of active service in the Armed Forces, 
other than active duty for training; or 
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(2) at least 20 years of active service in the Armed Forces, 
other than active duty for training, the last 10 of which he 
served in the 1l-year period immediately preceding his transfer 
to the Retired Reserve. 

(b) Each member who is transferred to the Retired Reserve under 
subsection (a) is entitled, when not on active duty, to retired pay 
at the rate of 50 percent of the basic pay to which he would be 
entitled if on active duty. 

(c) This section applies only to persons who were members of the 
Naval Reserve or the Marine Corps Reserve on January 1, 1953. 

(d) This section terminates on January 1, 1973. However, its 
termination will not affect any accrued rights to retired pay. 

(e) [This section does not prevent a member from retiring under 
another provision if he is eligible therefor.] A member who is eligible 
Sor retirement under this section, and who 2s also eligible for retirement 
under another provision or for transfer to the Fleet Reserve or the Fleet 
Marine Corps Reserve under section 6330 of this title, is entitled to elect 
which of these benefits he is to receive. 


§ 6330. Enlisted members; transfer to Fleet Reserve and Fleet 
Marine Corps Reserve; retainer pay 

(a) The Fleet Reserve and the Fleet Marine Corps Reserve are 
composed of members of the [Regular Navy and the Regular Marine 
Corps, respectively, ] naval service transferred thereto under— 

(1) Title II of the Naval Reserve Act of 1938 (52 Stat. 1178), 
as amended; or 
(2) this section. 

(b) An enlisted member of the Regular Navy or the Naval Reserve 
who has completed 20 or more years of active service in the armed 
forces may, at his request, be transferred to the Fleet Reserve. An 
enlisted member of the Regular Marine Corps or the Marine Corps 
Reserve who has completed 20 or more years of active service in the 
armed forces may, at his request, be transferred to the Fleet Marine 
Corps Reserve. 

(c) Each member who is transferred to the Fleet Reserve or the 
Fleet Marine Corps Reserve under this section is entitled, when not 
on active duty, to retainer pay at the rate of 2% percent of the basic 
pay that he received at the time of transfer multiplied by the number 
of years of active service in the armed forces. A member may recom- 
pute his retainer pay under section 1402 of this title to reflect active 
duty after transfer. If the member has been credited by the Secre- 
tary of the Navy with extraordinary heroism in the line of duty, 
which determination by the Secretary is final and conclusive for all 
purposes, his retainer pay shall be increased by 10 percent. How- 
ever, in no case may a member’s retainer pay be more than 75 percent 
of the basic pay upon which the computation of retainer pay is based. 

(d) For the purposes of subsections (b) and (c), a part of a year that 
is six months or more is counted as a whole year and a part of a year 
that is less than six months is disregarded. A completed minority 
enlistment is counted as four years of active service, and an enlistment 
terminated within three months before the end of the term of enlist- 
ment is counted as active service for the full term. 
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§ 6331. Members of the Fleet Reserve and Fleet Marine Corps 
Reserve: transfer to the retired list; retired pay 


(a) [A member of the Fleet Reserve or the Fleet Marine Corps 
Reserve shal] be transferred to the retired list of the Regular Navy or 
of the Regular Marine Corps, as appropriate— ; te 

(1) upon being found not physically qualified in an examination 
under section 6485 of this title; or 

(2) when he has completed 30 years of service.] 

When he has completed 30 years of service, or when he is found not 
physically qualified in an eramination under section 6485 of this title, 
a member of the Fleet Reserve or the Fleet Marine Reserve shall be trans- 

erred — 

: (1) to the retired list of the Regular Navy or the Regular Marine 
Corps, as appropriate, if he was a member of the Regular Navy or 
the Regular Marine Corps at the time of his transfer to the Fleet 
Reserve or the Fleet Marine Corps Reserve; or 

(2) to the appropriate Retired Reserve, if he was a member of 
the Naval Reserve or the Marine Corps Reserve at the time of his 
transfer to the Fleet Reserve or the Fleet Marine Corps Reserve. 

(b) For the purpose [of clause (2)] of subsection (a), a member’s 
years of service are computed by adding— 

(1) the years of service credited to him upon his transfer to the 
Fleet Reserve or the Fleet Marine Corps Reserve; 

(2) his years of active and inactive service in the armed forces 
before his transfer to the Fleet Reserve or the Fleet Marine Corps 
Reserve not credited to him upon that transfer; and 

(3) his years of service, active and inactive, in the Fleet 
Reserve or the Fleet Marine Corps Reserve. 

(c) Unless otherwise entitled to higher pay, each member transferred 
to the retired list or the Retired Reserve under this section is entitled 
to retired pay at the same rate as the retainer pay to which he was 
entitled at the time of his transfer to the retired list or the Retired 
Reserve. 

§ 6332. Conclusiveness of transfers 


When a member of the naval service is transferred by the Secretary 
of the Navy— 
(1) to the Fleet Reserve; 
(2) to the Fleet Marine Corps Reserve; 
(3) from the Fleet Reserve to the retired list of the Regular 
Navy or the Retired Reserve; 
(4) from the Fleet Marine Corps Reserve to the retired list of 
the Regular Marine Corps or the Retired Reserve; 
the transfer is conclusive for all purposes. Each member so trans- 
ferred is entitled, when not on active duty, to retainer pay or retired 
pay from the date of transfer in accordance with his grade and number 
of years of creditable service as determined by the Secretary. The 
Secretary may correct any error or omission in his determination as 
to a member’s grade and years of creditable service. When such a 
correction is made, the member is entitled, when not on active duty, 
to retainer pay or retired pay in accordance with his grade and number 
of years of creditable service, as corrected, from the date of transfer. 


O 
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PROVIDING FOR THE GRADE, PROCUREMENT, 
AND TRANSFER OF AVIATION CADETS 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Kixpay, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H. R. 11626] 


The Committee on Armed Services, to whom was referred the bill 


(H. R. 11626) to amend section 6911 of title 10, United States Code, 
to provide for the grade, procurement, and transfer of aviation 
cadets, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

The purpose of the proposed legislation is to eliminate the present 
requirement that a naval aviation cadet sign an agreement to serve 
on active duty for a continuous period, including time required for 
training, of not more than 4 years and to replace it “with a requirement 
that the cadet sign an agreement to serve on active duty as a com- 
missioned officer for at least 3 years after completion of the course of 
training as an aviation cadet. 

This legislation is considered necessary in order to improve the 
combat efficiency of our fleet aviation units and effect considerable 
savings in our flight-training program, by requiring increased tours of 
obligated service for persons completing flight training under the 
aviation cadet program. This would be accomplished by deleting 
the existing provision of law (sec. 6911e, title 10, United States Code) 
which states that an aviation cadet must agree in writing with the 
consent of his parent or guardian, if he is a minor, to serve on active 
duty for a continuous period of not more than 4 years, unless sooner 
released, and replacing it with the provision that he agree in writing 
that upon his successful completion of the course of flight traiing as 
an aviation cadet, he will serve on active duty as a commissioned 
officer for a pe riod of at least 3 years. 

The present course of flight training for aviation cadets requires 
approximately 18 months to complete. Upon successful completion 
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of flight training, cadets are appointed as ensigns, United States Naval 
Reserve, or second lieutenants, United States Marine Corps Reserve, 
and concurrently designated as naval aviators, then ordered to active 
duty with the fleet operating aviation units. 

The cost of training an aviation cadet is now about $100,000. 
Modern aircraft are so complex and expensive that an extremely high 
level of proficiency is required of a pilot before he can participate in 
fleet operational flight activities. The new pilot must spend a con- 
siderable part of his first tour of duty in the fleet becoming “‘seasoned”’ 
and acquiring the state of combat readiness and operational proficiency 
necessary to make him the finished product that is so essential in the 
success of modern flight operational concepts. 

Under existing law, the naval aviation cadet acquires an obligation 
to serve on active duty for “not more than 4 years,”’ which includes 
the flight-training time. Asa result, naval aviators who were initially 
procured and trained as aviation cadets, in most cases are not able to 
complete more than one normal tour of training and deployment with 
the fleet within their period of obligated service. Under existing con- 
ditions, this creates a tremendous turnover of aviation personnel and 
instability in fleet operating squadrons and places a continuous strain 
on the procurement of new replacements and on flight-training facili- 
ties. It is an extremely costly process, but one the Navy has had to 
face to meet the overall requirements of the Navy today. 

The proposed legislation, by changing the active-duty requirement 
to a period of at least 3 years after completion of training, will provide 
a degree of flexibility in the service obligation so as to permit the em- 
ployment of the new aviators on at least two normal tours of deployed 
duty with the fleet. This additional requirement will increase the 
efficiency, combat readiness, and safety of the fleet flight operations 
since a greater percentage of the pilots will be second-tour pilots. 
Experience has shown that the second-tour pilot is the more capable 
pilot and has a much lower accident rate than the relatively inex- 
perienced first-tour pilot. It will improve the stability of aviation 
personnel and will result in considerable savings in the cost of flight 
training by permitting a reduction in the rate of flight training; each 
student pilot reduced would result in a savings of about $100,000. 

It is further anticipated that extension of the obligated service may 
influence the retention on active-duty rate of pilots favorably. The 
young pilots probably will have been selected for promotion to the 
ranks of lieutenant in the Navy or captain in the Marine Corps at 
the time they complete their obligated service, when they must decide 
whether to remain on active duty or return to civilian life. Under 
existing law these young pilots are lieutenants (junior grade) or first 
lieutenants and have not reached the selection point for promotion 
when the time arrives for this decision to be made. Increased pay 
and more attractive duty with increased responsibility and authority 
for which they will be qualified as a result of increased rank will be 
greater inducement for them to apply for augmentation to the regular 
component or remain on extended active duty as a member of the 
Reserve component. 

Although the normal training and deployment cycles average 
about 18 months, they are subject to change due to variations of a 
great number of factors; therefore, no specific statutory period of 
obligated service is stated in the proposed legislation. At the present 
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time a 3-year period of obligated service on completion of flight 
training is considered adequate to permit a pilot to complete 2 normal 
tours of deployment with fleet operational units. However, future 
requirements cannot be accurately foreseen. This proposal, therefore, 
requires the aviation cadet to serve for a period of at least 3 years 
after completion of the course of flight training. 

The legislation proposed herein will bring the aviation cadet training 
program into consonance with other flight-training programs in which 
the obligated service could be increased to appropriate lengths by 
administrative means. This bill also parallels the provisions of law 
which governs the aviation cadet program in the Air Force as stated 
in article 8257, title 10, United States Code. 

A further purpose of this proposal is to amend the grade of an 
aviation cadet from “a special enlisted grade in the Naval Reserve 
and Marine Corps Reserve”’ to “‘a special enlisted grade in the naval 
service.’’ This will authorize the grade for a Regular component as 
well as for a Reserve component and eliminate the administrative 
necessity for discharging men of the Regular component and enlisting 
them in the Reserve component when those enlisted regulars in the 
fleet are transferred into the naval aviation cadet program. 


COSTS 


No net additional funds would be required in fiscal 1959 or in 
succeeding years for implementation of these agreements under the 
proposed legislation. 

The Committee on Armed Services unanimously recommends 
enactment of the proposed legislation. 

The Department of Defense and the Bureau of the Budget interpose 
no objection to the proposed legislation, as indicated by the following 
letter hereby made a part of this report. 


Tue SECRETARY OF DEFENSE, 
Washington, January 20, 1958. 

Hon. Sam RaysBurn, 
Speaker of the House of Representatives. 


My Dear Mr. Speaker: There is enclosed a draft of proposed 
legislation entitled “To amend section 6911 of title 10, United States 
_ to provide for the grade, procurement, and transfer of aviation 
cadets.” 

This proposal is part of the Department of Defense legislative pro- 
gram for 1958, and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this proposal for the 
consideration of the Congress. The responsibility for representing 


the Department of Defense on this legislation has been delegated to 
the Department of the Navy. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposal is to eliminate the present requirement 
that an aviation cadet sign an agreement “‘to serve on active duty for 
a continuous pers of not more than 4 years” and replace it with a 
requirement that the cadet sign an agreement to serve on active duty 
as a commissioned officer for at least 3 years after completion of the 
course of training as an aviation cadet. 
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The cost of training an aviation cadet today is approximately 
$100,000. In return for this investment of $100,000, the Navy re- 
ceives total obligated service from the cadet of 4 years, including the 
time spent in training. The complexity of modern aircraft requires 
that a cadet receive further training, after he has been commissioned, 
in order for him to reach the level of proficiency required of fleet 
flying. Thus a large portion of the cadet’s obligated service is spent 
in readying him for fleet service and at the end of one tour of duty in 
the fleet the pilot is at the end of his obligated service. The Navy, 
in return for its investment, receives one tour of sea duty per pilot. 

Navy fleet commanders have expressed the desire to have all pilots 
complete two tours of sea duty during their period of obligated service. 
This additional requirement will increase the efficiency and safety 
of fleet flight operations since a greater percentage of the pilots will be 
second-tour pilots. Experience has shown that the second-tour pilot 
is the more capable pilot and has a lower accident rate than the rela- 
tively inexperienced first-tour pilot. 

It is further expected that the extension of the obligated service will 
favorably influence the retention rate of pilots. The pilots will be 
lieutenants in the Navy and captains in the Marine Corps at the time 
when they must decide whether to remain on active duty or to return 
to civilian life. Presently the pilots are lieutenants (junior grade) and 
first lieutenants when the time arrives for the decision to be made. 
The increased pay and the more attractive duty for which they will 
be qualified will be greater inducement to them to select life in the 
service as their career. 

Since training cycles and fleet deployment cycles are subject to 
change due to variations of a great number of factors, no new statutory 
period of obligated service is proposed. At the pres sent time a 34-year 
period of obligated service as a commissioned officer will be sufficient 
to permit a pilot to complete 2 tours of fleet duty. However, future 
requirements cannot be accurately foreseen. This proposal, therefore, 
requires the cadet to serve for at least 3 years after completion of 
the course of training as an aviation cadet. 

A further purpose of this proposal is to amend the grade of an 
aviation cadet from ‘‘a special enlisted grade in the Naval Reserve and 
Marine Corps Reserve” to ‘‘a special enlisted grade in the naval 
service.” This will authorize the grade for a Regular component as 
well as for a Reserve component and eliminate the necessity for 
discharging men of a Regular component and enlisting them in a 
Reserve component. 

COST AND BUDGET DATA 


This proposal will involve no increased costs to the Government. 
Sincerely yours, 


(Signed) Nem McE roy. 


SUMMARY 


Purpose of the bill—To eliminate the present requirement that a 
naval aviation cadet sign an agreement to serve on ac tive duty for a 
continuous period, including time required for training, of not more 
than 4 years and to replace it with a requirement that the cadet 
sign an agreement to serve on active duty as a commissioned officer 





GRADE, PROCUREMENT, AND TRANSFER OF AVIATION CADETS 5 


for at least 3 years after completion of the course of training as an 
aviation cadet. 

Explanation of bill.—This legislation is considered necessary in order 
to improve the combat efficiency of our fleet aviation units and effect 
considerable savings in our flight-training program, by requiring 
increased tours of obligated service for persons completing flight 


training under the aviation cadet program. 


Committee amendments.—N one. 


Fiscal data.—No net additional funds would be required in fiscal 
1959 or in a years for implementation of these agreements 
e 


under the proposed legislation. 


Committee position.—Unanimously recommended. 
Departmental data.—Department of Defense and Bureau of the 


Budget interpose no objection. 


CHANGES IN 


EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives there is printed below in parallel columns 
the text of the provisions of existing laws which would be amended 
by the various provisions of the bill. 


EXISTING LAW 


§ 6910. Payment of expenses. 

The Secretary of the Navy may 
provide for the payment of all 
expenses of administering sections 
6901 through 6909 of this title, 
including tuition, fees, books, and 
laboratory expenses. 


§ 6911. Aviation cadets: grade; 
procurement; transfer. 
(a) The grade of aviation cadet 
is a special enlisted grade in the 
Naval Reserve and the Marine 
Corps Reserve. Under such regu- 
lations as the Secretary of the 
Navy prescribes, male citizens in 
civil life may be enlisted in, and 
male enlisted members of the 
Naval Reserve and the Marine 
Corps Reserve may be transferred 
to, the grade of aviation cadet. 
(b) Except in time of war or 
emergency declared by Congress, 
at least 20 percent of the aviation 


cadets procured in each fiscal year: 


shall be procured from 
enlisted members of the 


= 
egular 


THE BILL 


That section 6911 of title 10, 
United States Code, is amended 
to read as follows: 

‘$6911. Aviation cadets: grade, 
procurement; transfer. 

“‘(a) The grade of aviation cadet 
is a special enlisted grade in the 


naval service. Under such regu- 
lations as the Secretary of the 
Navy prescribes, male citizens in 
civil life may be enlisted as, and 
male enlisted members of the 
naval service with their consent 
may be designated as, aviation 
cadets. 


“‘(b) Except in time of war or 
emergency declared by Congress, 
20 percent of the aviation cadets 
procured in each fiscal year shall 
be procured from qualified en- 
listed members of the Regular 
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EXISTING LAW 


Navy and the Regular Marine 
Corps who, with their consent, are 
discharged for the purpose of 
enlisting as aviation cadets. 

(c) No person may be enlisted 
in or transferred to the grade of 
aviation cadet unless he agrees in 
writing, with the consent of his 
parent or guardian if he is a minor, 
to serve on active duty for a con- 
tinuous period of not more than 
four years, unless sooner released. 


(d) Under such regulations as 
the Secretary prescribes, an avia- 
tion cadet may be transferred to 
another enlisted grade or rating in 
the Naval Reserve or the Marine 
Corps Reserve, as appropriate, re- 


leased from active duty, or dis- 
charged. 
§ 6912. Aviation cadets: pay and 


allowances. 
(a) While on active duty, 
aviation cadet— 

(1) is entitled to pay at the 
rate of $109.20 a month, which 
includes extra pay for flying; 

(2) is entitled to the same 
allowance for subsistence as 
prescribed for officers; 

(3) shall be furnished quar- 
ters, medical care, and hos- 
pitalization; and 

(4) shall be issued uni- 
forms, clothing, and equip- 
ment at Government expense. 

(b) While traveling under 
orders, an aviation cadet is en- 
titled to transportation and other 
necessary expenses incident to 
travel, or cash in place thereof, on 


an 


THE BILL 


Navy and the Regular Marine 
Corps. 


“(c¢) No person may be enlisted 
or designated as an aviation cadet 
unless— 

“(1) he agrees in writing 
that, upon his successful com- 
pletion of the course of train- 
ing as an aviation cadet, he 
will accept a commission as 
an ensign in the Naval Re- 
serve or a second lieutenant 
in the Marine Corps Reserve, 
and will serve on active duty 
as such for at least three 
years, unless sooner released; 
and 

oe 


\—/ 


if under 21 years of 
age, he has the consent of his 
parent or guardian to his 
agreement. 

““(d) Under such regulations as 
the Secretary prescribes, an avia- 
tion cadet may be transferred to 
another enlisted grade or rating 
in the naval service, released from 
active duty, or discharged.” 
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EXISTING LAW THE BILL 


the same basis as other enlisted 
members. 

(c) Except as provided in sub- 
section (a), aviation cadets or 
their beneficiaries are entitled to 
the same allowances, pensions, 
gratuities, and other benefits as 
are provided for enlisted members 
in pay grade E-4. O 
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REMOVAL OF REQUIREMENT THAT THE SECRETARY OF 
THE NAVY CERTIFY THAT THE-ASSIGN MENT OF NAVAL 
OFFICERS TO SHORE DUTY IS IN THE PUBLIC INTEREST 


Juty 1, 1958—Committed to the Committee of the Whole House on the State 
of the Union and_ordered to be printed 


Mr. Kitpay, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 11636] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 11636) to repeal section 6018 of title 10, United States Code, 
requiring the Secretary of the Navy to determine that the employment 
of offi¢ers of the Regular Navy on shore duty is required by the 
public interest, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass, 

The purpose of the proposed legislation is to repeal section 6018 
of title 10 of the United States Code and thereby relieve the Secretary 
of the Navy of the present statutory requirement that he determine 
that all assignments of regular officer personnel to shore duty are 
required by the public interest. 


BACKGROUND 


Section 6018 of title 10, United States Code prohibits the assign- 
ment of certain officers of the Regular Navy to shore duty unless; 
(a) the shore duty is specifically provided for by law (assign- 
ments of officers to duty as chiefs of bureaus or assistants to 
chiefs of bureaus within the Department of the Navy are “spe- 
cifically provided for by law’’); or 
(b) the Secretary of the Navy determines that the employment 
of the officer on shore duty is required by the public interest and 
his determination to that effect is stated in the officers’ orders 
to shore duty. 
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Officers affected by section 6018 include; 

(a) All male officers of the Regular Navy and 

(6) All female officers of the Regular Navy other than an 
officer in the Nurse Corps or a woman officer appointed under 
section 5590 of title 10, U. S. C. (the practical effect of the 
specified exclusions is to limit the application of section 6018 to 
female officers appointed and commissioned in the Regular Navy 
as either physicians or specialists in medical services under 
former section 21 (e) of title 34, U. S. C., and now codified as 
section 5574, and 5579 of title 10, U.S. C.). 

This provision of law was originally enacted as section 2 of the 
Naval Appropriation Act of March 3, 1883, and provided, in addition 
to the foregoing, that the Secretary state in the order of employment 
“the duration of such service, beyond which time it shall not con- 
tinue.” This latter portion of the provision was repealed by the act 
of July 19, 1892, (ch. 206, 27 Stat. 236, 245). The requirement was 
codified in title 34, United States Code, seetion 222, and later codified 
as positive law in title 10, United States Code, section 6018. 

he Naval Appropriation Act of 1883, passed in the second session 
of the 47th Congress, was initiated as H. R. 7314 and was accompanied 
by House Report 1862 and Senate Report 968. Unfortunately, 
examination of the congressional reports accompanying the Naval 
Appropriations Act of 1883 fails to reveal the purpose which Congress 
intended with this requirement in the act. However, the Congres- 
sional Record and debate concerning the Naval Appropriations Act 
indicated a strong congressional interest in the number of naval 
officers assigned to shore duty as a consequence of the apparent 
scarcity of sea billets. This latter condition presumably was the 
result of the reduced size of the seagoing force of the period. 

It therefore appears reasonably certain that the intent and desire 
of Congress in enacting the existing statutory requirement, regarding 
assignment of officer personnel to shore duty, was prompted by a 
conviction that unless the Secretary of the Navy personally exercised 
control over the assignments of officers to shore billets many officers 
would be maintained on active duty at shore billets long after their 
usefulness to the Navy had been exhausted. 

Today, due to the marked changes in the size and assigned respon- 
sibilities of the Department of the Navy it has become manifestly 
impossible for the Secretary to personally review the assignment of 
each officer to a shore billet. Also, existing statutory and appropria- 
tion restrictions which establish the conditions governing the reten- 
tion of officers on active duty eliminate almost entirely the possibilities 
which the Congress wished to guard against in 1883. Thus, under 
circumstances existing today, the present statutory requirement is 
neither practicable nor necessary. 

Because of the significant change in circumstances from those which 
existed in 1883, compliance with the requirement that the Secretary 
pass on the assignment of officers to shore billets has resulted in an 
administrative procedure.which for practical purposes renders the 
requirement meaningless. 

In the application and administration of this section, the Secretary 
of the Navy may, by a single order and a single signature, determine 
generally that the employment of a specified number of officers is 
required at one or more naval activities. When the Secretary de- 
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termines that the employment of certain officers, or a certain number 
of officers, on prescribed shore duty is required by the public interest, 
the orders to such officers in conformity with such determination, are 
signed by the Chief of Naval Personnel and contain a statement to the 
effect that the Secretary of the Navy has determined that this employ- 
ment on shore duty is required by the public interest. 

In summary, therefore, while there may have been a valid reason 
for this provision of law at the time it was enacted in 1883, the present 
day functions of the Navy have rendered the provision obsolete. In 
essence, therefore, it imposes an administrative requirement of a 
statement in the orders of officers which serves no useful purpose. 

The Committee on Armed Services therefore recommends that. this 
obsolete and antiquated provision of law be stricken from title 10 of 
United States Code. 

The Department of the Navy, for the Department of Defense, 
recommends enactment of the proposed legislation, as indicated by 
the following attached letter hereby made a part of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., November 9, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: There is enclosed a draft of proposed 
legislation to repeal section 6018 of title 10, United States Code, re- 
quiring the Secretary of the Navy to determine that the employment 
of officers of the Regular Navy on shore duty is required by the public 
interest”’. 

This proposal is part of the Department of Defense legislative 
program for 1958 and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this proposal for the 
consideration of the Congress. The Department of the Navy has 
been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this legislation be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to repeal section 6018 of 
title 10 of the United States Code and thereby to relieve the Secretary 
of the Navy of the present requirement that he determine that all 
assignments of regular officer personnel to shore duty are required by 
the public interest. 

Section 6018 of title 10 of the United States Code provides that all 
male officers of the Regular Navy and those female personnel appointed 
and commissioned in the Regular Navy as physicians and specialists 
in medical services (under former sec. 2le of title 34 of the United 
States Code and now codified as secs. 5574 and 5579 of title 10, U.S. 
Code) cannot be assigned duties ashore unless— 

(1) the shore duty is specifically provided for by law, or 

(2) the Secretary of the Navy determines that the employment of 
the officer on shore duty is required by the public interest and his 


determination to that effect is stated in the officer’s orders to shore 
duty. 
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In the application and administration of this section the Secretary 
may, by a single order and a single signature, determine generally that 
the employment of a specified number of officers is required at one or 
more naval activities. When the Secretary determines that the em- 
ployment of certain officers, or of a certain number of officers, on 
prescribed shore duty is required by the public interest, the orders to 
such officers, in conformity with such determination, may be signed 
by the Chief of Naval Personnel but must contain a statement to the 
effect that the Secretary of the Navy has determined that this employ- 
ment on shore duty is required by the public interest. 

The requirements of this section do not apply in cases where shore 
duty of a particular kind is “specially provided by law” as, for exam- 
ple, is the case with respect to the assignment of officers to duty as 
chiefs of bureaus or assistants to chiefs of bureaus in the Department 
of the Navy. 

The provisions of this law were originally enacted as section 2 of 
the Naval Appropriation Act of March 3, 1883, and provided in addi- 
tion to the stated provisions, that the Secretary state in the order of 
employment ‘‘the duration of such service, beyond which time it shall 
not continue.” This latter portion of the provision was repealed by 
the act of July 19, 1892 (ch. 206, 27 Stat. 236, 245). The requirement 
is now codified as positive law in title 10, United States Code, part 
6018. 

While there may have been a valid reason for this provision of law 
at the time it was enacted in 1883, the present day Seeitinhe of the 


Navy have rendered the provision obsolete. In essence, therefore, it 
imposes an administrative requirement of a statement in the orders 
of officers which serves no useful purpose. 


For the above reason the Department of Defense recommends that 
this obsolete provision of title 10 of the United States Code be repealed 
as indicated in the accompanying draft of the bill. 


COST AND BUDGET DATA 


Enactment of this proposed legislation would result in no additional 
cost to the Government. 
Sincerely yours, 
RicHArRD JACKSON, 
Assistant Secretary of the Navy 
(Personnel and Reserve Forces). 
Enclosure. 
SUMMARY 


Purpose of the bill—To repeal section 6018 of title 10, United States 
Code, which presently requires the Secretary of the Navy to include 
in the orders of all officers of the regular Navy assigned to shore duty, 
a statement that such assignment is required by the public interest. 
The bill makes no other changes in existing law. 

frplanation of bill—Under the proposed legislation, the present 
statutory requirement, which has become obsolete, would be repealed. 

Fiscal data—Enactment of the proposed legislation would not 
result in any additional cost to the Government. 

Committee position—The Committee on Armed Services unani- 
mously recommends enactment of the proposed legislation. 
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Departmental data.—The department-of Defense and the Depart- 
ment of the Navy recommend the proposed legislation and the Bureau 
of the Budget interposes no objection thereto. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the rules of the 
House of Representatives there is printed below in parallel columns the 
text of the provisions of existing laws which would be amended by the 
various provisions of the bill. 


Existing Law Tue Bit 


Section 6018 of title 10, United That section 6018 of title 10, 
States Code United States Code, is repealed. 


§ 6018. Naval officers: Shore 
duty; limitations 


An officer of the Regular Navy, 
other than an officer in the Nurse 
Corps and other than a woman 
officer appointed under Section 
5590 of this title, may not be as- 
signed to shore duty, unless— 
(1) the shore duty is specif- 
ically provided for by law; or 
(2) the Secretary of the 
Navy determines that the em- 
ployment of the officer on 
shore duty is required by the 
public interest and his deter- 
mination to that effect is 
stated in the officers orders 
to shore duty. 
CuapTeR 555.—ADMINISTRATION Sec. 2. The analysis of chapter 
555 of title 10, United States Code, 
is amended by striking out the fol- 
6011. Navy Regulations owing item: 


Sec. 


* * * ” aa 


6018. Naval officers: Shore duty; limi- ‘6018. Naval officers; Shore duty; limi- 
tations. tations.”’ 


: * ¥ * 
O 








85TH CoNGRESS HOUSE OF REPRESENTATIVES REPORT 
2d Session No. 2071 


PROVIDING FOR A PERMANENT PROFESSOR OF PHYS- 


ICAL EDUCATION AT THE UNITED STATES MILITARY 
ACADEMY 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Kiupay, from the Committee on Armed Services, submitted 
the following UNIVERSITY 


OF MICHIGAN 
REPORT 


JUL 23 ise 


[To accompany H. R. 13170] MAIN 


READING ROOM 
The Committee on Armed Services, to whom was referred the*bill 
(H. R. 13170) to amend title 10, United States Code, to provide for a 
permanent professor of physical education at the United States 
Military Academy, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


[PURPOSE OF THE BILL 


The proposed legislation would provide for an additional permanent 
professor at the United States Military Academy who, under the 
supervision of the Commandant of Cadets, will have immediate charge 
of the physical education program at the Academy. 


EXPLANATION OF THE BILL 


The establishment of a permanent professorship in physical educa- 
tion will facilitate tNe attainment of higher standards in this depart- 
ment of instruction at the Academy. As a permanent professor, the 
incumbent will be able to devote his entire career to the field of 
physical education. Under present conditions at the Military Acad- 
emy, in view of the temporary nature of his assignment, an officer 
of the line detailed to the duty of Director of Physical Education 
must, in addition to keeping up to date with advances in the field 
of physical education, also keep abreast in the field of military science 
generally in order to fulfill future assignments thereafter. Since 
physical education is of more than usual importance at the Academy, 
it is believed that the head of the department should have the pres- 
tige of a permanent professor. 
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COMMITTEE RECOMMENDATIONS 


A quorum being present the committee unanimously voted to 
favorably report the bill. 


COST AND BUDGET DATA 


Enactment of this bill would cause no budgetary increases for the 
Department of the Army. 


DEPARTMENT RECOMMENDATIONS 


This bill is part of the Department of Defense legislative program, 
and the Bureau of the Budget interposes no objection. The Depart- 
ment letter follows: 


SEPTEMBER 18, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation to amend title 10, United States Code, to provide for a perma- 
nent professor of physical education at the United States Military 
Academy. 

This proposal is part of the Department of Defense legislative 
program for 1957, and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the considera- 
tion of the Congress. The Department of the Army has been desig- 
nated as the representative of the Department of Defense for this 
legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


The proposed legislation would provide for an additional permanent 
professor at the United States Military Academy who, under the 
supervision of the Commandant of Cadets, will have immediate 
charge of the physical education program at the Academy. 

The present trend toward physical deficiency in the youth of 
America is a matter of concern to the Department of the Army 
and commanders at all echelons. In a fighting force, it is absolutely 
necessary that all members be in prime physical condition in order 
to perform adequately their assigned missions. ‘To meet this chal- 
lenge, the Army relies in great part on its physical education program. 
To have an effective program, however, it is absolutely essential that 
future officers be given the training necessary to cenduct troop training 
in this important subject. The physical education program at the 
Academy is designed to meet this responsibility by keeping the cadets 
in good ‘physical condition and by giving them the proper leadership 
training. 

The establishment of a permanent professorship in physical educa- 
tion will facilitate the attainment of higher standards in this depart- 
ment of instruction at the Academy. As a permanent professor, the 
incumbent will be able to devote his entire career to the field of 
physical education. Under present conditions at the Military Acad- 
emy, in view of the temporary nature of his assignment, an officer of 
the line detailed to the duty of Director of Physical Education must, 
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in addition to keeping up to date with advances in the field of physical 
education, also keep abreast in the field of military science, generally, 
in order to fulfill future assignments thereafter: Since physical educa- 
tion is of more than usual importance at the Academy, it is believed 
that the head of the department should have the prestige of a per- 
manent professor. The need for the appointment of a permanent 
professor of physical education has been recognized by several Super- 
intendents of the Academy and a long succession of boards, including 
the Compton Board (1945), the Physical Education Board (1947), 
and the Board of Visitors in 1949, 1950, 1951, and 1952. 


COST AND BUDGET DATA 


The enactment of this proposal would cause no increase in the 
budgetary requirements for the Department of the Army. 
Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the bill. 


EXISTING LAW THE BILL 


(10 U. S. C. 4331 (a) (5)) That section 4331 (a) (5), title 10, 
(5) one permanent professor of United States Code, is amended to 
each of the following subjects— _read as follows: 
(A) Law; ““(5) one permanent professor 
(B) Ordnance; of each of the following subjects— 
“(A) Law; 

“(B) Ordnance; and 

““(C) Physical education;’’. 


O 
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READING ROOM 


85TH. ConGRESS t HOUSE OF REPRESENTATIVES REPORT 
2d Session No. 2079 


AUTHORIZING CONVEYANCE OF CERTAIN PROPERTY TO 
THE STATE OF RHODE ISLAND 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Duruam, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany 8S. 628] 


The Committee on Armed Services, to whom was referred the bill 
(S. 628) to direct the Secretary of the Army to convey certain property 
located at Boston Neck, Narragansett, Washington County, R. L., 
to the State of Rhode Island, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to direct the Secretary of the Army to 
convey certain property formerly designated as Fort Varnum located 
at Boston Neck, Narragansett, Washington County, R. IL., to the 
State of Rhode Island to be used for the training of the National 
Guard and for other military purposes, 


NEW LEGISLATION 


This bill is new legislation and does not amend existing law. 
NECESSITY FOR THE LEGISLATION 


In the exercise of its constitutional power to regulate the disposal 
of Federal property, the Congress by general legislation has provided 
for maximum utilization of federally owned property and has pro- 
vided generally and specifically for disposal of surplus property. The 
principal statute on this subject is the Federal Property and Adminis- 
trative Services Act, Public Law 152, 81st Congress, as amended. 
Provisions have been made for transfers of surplus Government-owned 

I 
property, both real and personal, to States, political subdivisions, and 
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tax-supported or nonprofit institutions for health and educational 
purposes. Section 203 (k) of the Federal Property and Administra- 
tive Services Act, as amended, in effect authorizes these transfers 
without consideration by providing public-benefit allowances of up to 
100 percent. Provisions are made for transfers, without compensa- 
tion to the Government, of surplus realty for historic monument 
purposes (50 U.S.C. App. 1622h). States or political subdivisions are 
given a public-benefit allowance of 50 percent of the fair value with 
respect to transfers of surplus realty for park and recreational use 
(Public Law 616, 80th Cong). Statutory provisions are made for 
transfer without monetary consideration of surplus, Government- 
owned airport property to States or political subdivisions for public 
airport use (50 U.S. C. 1622). 

No general provision of law now in effect authorizes the transfer of 
surplus Government-owned real property to States for National 
Guard purposes. Nevertheless, the Congress has by separate law 
authorized many conveyances of federally owned realty to the various 
States to be used for National Guard purposes. With rare exceptions, 
these laws have provided that the transfers pursuant thereto would be 
subject to reservations of Federal use during national emergencies and 
were conditioned on automatic reversion in the event of nonuse for 
National Guard purposes. 

The National Guard of Rhode Island has a continuing requirement 
for the use of this property for National Guard purposes. Enactment 
of this measure will provide for the conveyance of the property to the 
State under terms and conditions which permit the use and develop- 
ment of the property for National Guard requirements and, at the 
same time, will protect the interests of the United States in the 
property. The bill conforms generally with similar legislation enacted 
in recent years with reference to other properties held by the Depart- 
ment of the Army primarily for the use of the National Guard of the 
several States. 


DESCRIPTION OF PROPERTY TO BE CONVEYED 


The 33.79 acres identified in section 1 of the bill comprise the 
military installation known as Fort Varnum, which is located at 
Boston Neck, approximately 30 miles south of Providence, R. 1. The 
land, which has a frontage of 2,230 feet on the Atlantic Ocean, was 
acquired in 1942 at a cost of $29,750 to provide for the harbor defenses 
of Narragansett Bay. The property was developed for military use 
by the construction of storage and troop housing facilities at a cost of 
$232,435. When the installation was no longer required for harbor- 
defense purposes, it was found to be suitable for requirements of the 
National Guard of Rhode Island, which has used the property since 
1947 under licenses granted by the Secretary of the Army for successive 
terms of 5 years each. 


RESERVATIONS AND RESTRICTIONS 


The bill reserves to the United States all mineral rights, including 
gas and oil. 

In the event of a national emergency, the Government’s right of 
reentry and reuse are maintained. 

If the State of Rhode Island ceases to use the property for National 
Guard purposes, the title of the property will immediately revert to 
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the United States, including all improvements made thereon by the 
State, without payment of compensation. 


FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 
COMMITTEE POSITION 


The Armed Services Committee recommends that this measure be 
enacted into law in view of the use to which the property is to be put; 
that is, for National Guard purposes. The bill is wholly consistent 
with numerous similar measures which have passed the Congress in 
the last several years. 

DEPARTMENTAL DATA 


The House of Representatives did not receive a report on this bill, 
and there is set out below, in lieu thereof, the letter received by the 
chairman of the Senate Armed Services Committee from Secretary of 
the Army Brucker. It will be seen from that letter that the Depart- 
ment of the Army interposes no objection to the bill. The Bureau of 
the Budget recommends that action be deferred pending completion 
of a study which the Bureau is now making with respect to legislation 


authorizing the donation of real property to the National Guard of the 
States. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., August 16, 1957. 
Hon. Ricuarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CuatrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to S. 628, 85th Congress, a bill to direct the Secretary of the 
Army to convey certain property located at Boston Neck, Narra- 
gansett, Washington County, R. I., to the State of Rhode Island. 
The S Secretary of Defense has delegated to the Department of the 
Army the responsibility for expressing the views of the Department 
of Defense thereon. 

The purpose of the bill is to authorize and direct the Secretary of 
the Army to convey to the State of Rhode Island 33.79 acres of 
Government-owned land located at Boston Neck, Narragansett, 
Washington County, R. I., the conveyance to be without considera- 
tion therefor but on condition that the property shall be used primarily 
for the training of the National Guard and for other military purposes 
and subject to the reservation of all mineral rights and the right of 
reentry and use of the property during a national emergency without 
obligation to make payment of any kind. 

The Department of the Army, on behalf of the Department of 
Defense, interposes no objection to the above-mentioned bill. 

The 33.79 acres identified in section 1 of the bill comprise the 
military installation known as Fort Varnum, which is located at Boston 
Neck, approximately 30 miles south of Providence, R. I. The land, 
which has a frontage of 2,230 feet on the Atlantic Ocean, was acquired 
in 1942 at a cost of $29,750 to provide for the harbor defenses of 
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Narragansett Bay. The property was developed for military use by 
construction of storage and troop housing facilities at a cost of 
$232,435. When the installation was no longer required for harbor- 
defense purposes, it was found to be suitable for requirements of the 
National Guard of Rhode Island, which has used the property since 
1947 under licenses granted by the Secretary of the Army for successive 
terms of 5 years each. 

The National Guard of Rhode Island has a continuing requirement 
for the use of this property for National Guard purposes. Enactment 
of this measure will provide for the conveyance of the property to the 
State under terms and conditions which permit the use and develop- 
ment of the property for National Guard requirements and, at the 
same time, will protect the interest of the United States in the prop- 
erty. The bill conforms, generally, with similar legislation enacted in 
recent years with reference to other properties held by the Depart- 
ment of the Army primarily for the use of the National Guard of the 
several States. 

In order to assure, after reentry, the right of the United States to 
relinquish the property at any time that its use is no longer required, 
without waiting for the expiration of the state of war or national 
emergency, it is suggested that the portion of section 4 of the bill after 
“Rhode Island’ beginning with the word ‘for’ in line 4, page 3, 
and ending with ‘‘Rhode Island” on line 7, page 3, be deleted, and 
there be inserted in place thereof the following: “for a period not to 
exceed the duration of such state of war or national emergency plus 
six months. Upon the termination of such use, the property shall 
revert to the State of Rhode Island, together with any or all improve- 
ments thereon and appurtenances appertaining thereto.”’ 

Enactment of this measure will not involve the expenditure of any 
Department of Defense funds. 

This report has been coordinated within the Department of De- 
fense in accordance with procedures prescribed by the Secretary of 
Defense. 

The Bureau of the Budget recommends that action on S. 628 be 
deferred pending completion of the study which the Bureau is now 
making in conjunction with the Department of Defense with respect 
to the policies involved in legislation authorizing the donation of real 
property to the National Guard of the States. 

Sincerely yours, 
Wiper M. Brucker, 
Secretary of the Army, 
SUMMARY 


The bill would authorize the conveyance of 33.79 acres of Govern- 
ment-owned land to the State of Rhode Island. 

The property is now used by the National Guard under a license 
from the Army. The property would continue to be so used after 
the conveyance. 

All of the normal reservations and restrictions to protect the 
Government’s interest are contained in the bill. 

The Department of the Army has no objection to the bill. 

The Bureau of the Budget believes that action should be deferred 
pending a study that is now being made. 

The bill will not involve the expenditure of any Federal funds. 


O 
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READING ROOM 


BOROUGH OF RINGWOOD, COUNTY OF PASSAIC, N. J. 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Lanz, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. Res. 600] 


The Committee on the Judiciary to whom was referred the resolution 
(H. Res. 600) for the relief of the Borough of Ringwood, county of 
Passaic, N. J. having considered the same, report favorably thereon 
without amendment and recommend that the resolution do pass. 

This resolution is merely to refer to H. R. 9392, a bill for the relief 
of the Borough of Ringwood, in the county of Passaic, N. J., to the 
United States Court of Claims for the findings of fact and report its 
conclusion to the Congress. Your committee is of the opinion that it 
is a case that should be referred to the court and, therefore, recommend 
favorable consideration of the resolution. 


{[H. R. 9392, 85th Cong., Ist sess.] 


A BILL For the relief of the borough of Ringwood in the county of 
Passaic, New Jersey 

Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Secretary of the Treasury is authorized and directed to pay, 
out of any money in the Treasury not otherwise appropriated, 
to the borough of Ringwood in the county of Passaic, New 
Jersey, the sum of $146,133.08. The payment of such sum 
shall be in full settlement of all claims of the borough of 
Ringwood against the United States for taxes, and interest 
thereon, for the calendar years 1953, 1954, 1955, 1956, and 
1957 with respect to certain real and personal property 
located in the borough of Ringwood (commonly known as 
the Ringwood iron mine property) to which title has been 
acquired by the United States. No part of the amount 
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appropriated in this Act in excess of 10 per centum thereof 
shall be paid or delivered to or received by any agent or 
attorney on account of services rendered in connection with 
this claim, and the same shall be unlawful, any contract to 
the contrary notwithstanding. Any person violating the 
provisions of this Act shall be deemed guilty of a misdemeanor 
and upon conviction thereof shall be fined in any sum not 
exceeding $1,000. 





Unitep States DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., May 28, 1958. 
Hon. EManvet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMANn: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 9392) 
for the relief of the Borough of Ringwood in the county of Passaic, N. J. 
t The bill would provide for the payment of the sum of $146,133.08 
to the Borough of Ringwood in Passaic County, N. J., in settlement of 
its claim against the United States for taxes, and interest thereon, 
for the calendars years 1953, 1954, 1955, 1956, and 1957 with respect 
to certain property located in the Borough of Ringwood (known as 
the Ringwood iron mine property) title to which was acquired by the 
United States. 

Title to the property referred to in this case was acquired in 1950 
by the United States from the Reconstruction Finance Corporation. 
The property was conveyed by the United States to Ringwood Iron 
Mines, Inc., in 1951, taking back a purchase money mortgage in the 
amount of $1,400,000. After default in payments on the mortgage, 
and after the borough sold the property for back taxes at the end 
of 1955, the United States instituted foreclosure proceedings which 
resulted in a judgment ot foreclosure in July 1956. The judgment 
decreed that the United States was entitled to the sum of $1,659,139.04 
for principal, interest and costs paid to it out of the sale of the prem- 
ises. The property was sold by the United States marshal in Decem- 
ber 1956, the highest bid being $1,685,367.43 by the Administrator 
of General Services, the then total of the claim of the United States. 

The claim of the Borough of Ringwood against the United States 
for taxes has been litigated for several years. The United States 
District Court for the District of New Jersey held that the lien of the 
United States under the mortgage took precedence over the lien of 
the borough for taxes (United States v. Ringwood Iron Mines, Inc., 
151 F. Supp. 421). On appeal the court of appeals affirmed the 
district court’s judgment (251 F. 2d 145). Appellant has filed its 
petition for a writ of certiorari to the United States Supreme Court. 

The opinion of the Court of Appeals refers to a suggestion by the 
borough that it is entitled to relief under the provisions of the act of 
August 12, 1955 (69 Stat. 721) which made temporary provision for 
making payments in lieu of taxes with respect to certain real property 
transferred by the Reconstruction Finance Corporation to other 
Government departments, and states that the court neither has nor 
oo any opinion upon that question, which was not before it in 
the case. 
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If the borough is entitled to relief under the provisions of the above- 
mentioned act it should be left to its remedies under the general law- 
On the other hand, if the county is not entitled to relief under the 
general law, we are aware of no basis on which it should be granted 
relief not accorded to all other State taxing authorities. 

Accordingly, the Department of Justice is unable to recommend 
enactment of the bill. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
LAWRENCE E. WaAtsu, 
Deputy Attorney General. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., May 2, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHartrman: Your letter of February 25 requested the 
views of the General Services Administration on H. R. 9392, 85th 
Congress, a bill for the relief of the Borough of Ringwood in the county 
of Passaic, N. J. 

The purpose of the bill is to authorize and direct the Secretary of 
the Treasury to pay to the Borough of Ringwood, Passaic County, 
N. J., the sum of $146 133.08, in full settlement of all tax claims of 
the borough for the calendar years 1953 to 1957, inclusive, for certain 
federally owned real and personal property located in the Borough of 
Ringwood, formerly known as Allan Wood Steel Co., Ringwood 
Mines, Plancor 662. 

In 1942 the Reconstruction Finance Corporation, a wholly owned 
Government corporation, purchased the property referred to in the 
bill, rehabilitated the mines and constructed a modern, magnetic 
concentrating mill at a cost of $3,855,178 to provide a source of iron 
ore during the war emergency. The property comprises approxi- 
mately 878 acres of land containing two known ore deposits, the 
Peters and Cannon mines, mineral rights in adjoining tracts aggregat- 
ing 232 acres, and improvements consisting of 32 service structures, 
miscellaneous items of production equipment and machinery, 65 one- 
and two-story dwellings, supporting utility systems, roads, and 
railroad trackage. 

On June 2, 1945, RFC reported the facility to the War Assets 
Administration for disposal as surplus property in accordance with 
the Surplus Property Act of 1944. On February 13, 1950, RFC con- 
veyed the property to the United States in compliance with War 
Assets Reg. 1, Order 14 (14 FR2948, dated June 4, 1949). On 
August 14, 1951, GSA (successor in function to WAA) pursuant to 
the Federal Property and Administrative Services Act of 1949 con- 
veyed the surplus property to Ringwood Iron Mines, Inc., of Ring- 
wood, N. J., for a purchase price of $1,500,000 with a downpayment 
of $100,000, the balance secured by a note and purchase money 
mortgage, payable in 10 annual installments bearing interest at 4 
percent. 

The operation of the mines by Ringwood Iron Mines was unsuccess- 
ful, Financial liabilities incurred by the company included real estate 
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taxes assessed by the Borough of Ringwood which are in arrears for 
part of 1953 and all of 1954 and 1955 in the amount of $73,288. The 
collector of taxes of the borough advertised the property for sale and 
sold it at public auction on December 30, 1955, to the borough, subject 
to the equity of redemption of the company. A certificate of unpaid 
taxes was issued to the borough. 

The company also defaulted on its mortgage and, although succes- 
sive adjustments were made as a concession to the financial plight of 
the company, foreclosure proceedings were instituted against the com- 
pany on January 23, 1956, and the Borough of Ringwood was joined as 
a party defendant. A judgment of foreclosure was entered on July 
12, 1956, and the premises were sold by the United States marshal at 
the office of the sheriff of Passaic County on December 4, 1956. The 
highest bid, $1,685,367.43, representing the amount due for the mort- 
gage plus interest and costs, offered by the Administrator of General 
Services was accepted and an order confirming the sale was issued. As 
a collateral issue in the foreclosure proceeding (United States v. Ring. 
wood Iron Mines, Inc., 151 F. Supp. 421 (D. N. J. 1957)), the district 
court held that the mortgage of tte United States was prior and 
superior to the lien for municipal taxes of the borough. This judg- 
ment which was affirmed in circuit court of appeals cut off the tax lien 
of the borough. 

The United States marshal delivered a deed and bill of sale for the 
chattels to the United States acting by and through the Administrator 
of General Services, dated December 31, 1956, and recorded in the 
Passaic County register’s office on January 4, 1957. 

Thereafter, the property was offered for public sale by sealed bid by 
GSA in January 1958. The high bid of $650,000 offered by the 
Pittsburgh Pacific Co., of Hibbing, Minn., has been accepted and we 
expect to complete disposition of the property in the near future. 

Public Law 388, 84th Congress, approved August 12, 1955 (69 Stat. 
721; 40 U.S. C. 521), authorizes the payment of sums in lieu of taxes 
on properties transferred from RFC to any Government department 
on or after January 1, 1946, provided title has been held continuously 
since such transfer. The act limits the liability of the Government to 
payments in lieu of taxes on such properties to the period January 1, 
1955, to December 31, 1958. The Ringwood Mines property does not 
come within the purview of the act because it was conveyed by the 
Government to the company in 1951 and therefore has not been con- 
tinuously held in Government ownership since February 13, 1950, the 
date the property was transferred to the United States. 

In considering the complex and difficult matter of Federal payments 
to State and local Governments with respect to Federal real property 
holdings, and the various congressional proposals introduced in the 
84th and 85th Congresses, GSA has consistently favored a gradual and 
empirical approach to the problem; limited initial payments; discretion 
in the Government as to the amounts of payments based on the 
respective advantages and burdens of the properties on the local 
community; study and review by a board especially considered for the 
purpose of determining such benefits and responsibilities; and the 
establishment of an advisory committee to study the administration 
of the law and prepare recommendations for administrative or legisla- 
tive changes. 

While we realize that the borough is dependent upon real estate 
taxes for the maintenance of its municipal functions, and that the loss 





BOROUGH OF RINGWOOD, N. J. 5 


of taxes on the Ringwood Mines has undoubtedly resulted in financial 
hardship, consummation of the sale to the Pittsburgh Pacific Co. will 
return the property to private ownership and afford the borough some 
measure of relief. 

Since the Congress has under consideration general legislation de- 
signed to promote the national interest by providing payments to 
States and local governments by reason of Federal holdings within 
them, the enactment of H. R. 9392 would tend to support numerous 
requests for private bills for tax relief on Federal property by munic- 
palities on a local rather than on a national basis. 

For these reasons GSA is opposed to the enactment of the proposed 
measure, 

Enactment of this bill will not entail expenditure of GSA funds. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
FRANKLIN FLOETE, 
Administrator. 
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PROVIDING FOR THE HONORARY DESIGNATION OF ST, 
ANN’S CHURCHYARD IN THE CITY OF NEW YORK AS 
A NATIONAL HISTORIC SITE 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mrs. Prost, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. J. Res. 228] 


The Committee on Interior and Insular Affairs, to whom was 
referred the joint resolution (H. J. Res. 228) to provide for the 
honorary designation of St. Ann’s Churchyard in the city of New 
York as a national historic site, having considered the same, report 
favorably thereon with amendments and recommend that the joint 
resolution as amended do pass. 

The amendment is as follows: 


Strike all after the resolving clause and insert in lieu thereof the 
following language: 


That the historical burial ground located at Saint Ann’s Avenue and East One 
Hundred and Fortieth Street, Borough of the Bronx, city of New York, be desig- 
nated as a national historic site in memorial of certain founders of the Natiom 
buried therein. 

Sec. 2. This Act shall become effective if and when the Saint Ann’s Churct» 
through its duly authorized representatives, has executed an agreement in terms 
and conditions satisfactory to the Secretary of the Interior, providing for the 
continuing administration, care, and maintenance, without expense to the United! 
States, of the Saint Ann’s Churchyard burial grounds, whereupon said Secretary 
shall issue a notice declaring that said requirement has been met and that the 
Saint Ann’s Churchyard is formally designated as a national historic site. 


Strike out the preamble and insert in lieu thereof the following 
language: 


Whereas the historical burial ground of Saint Ann’s Churchyard, New York, 
New York, is the final resting place of such men as the Honorable Gouverneur 
Morris, the chief stylist of the Constitution of the United States; Lewis Morris, a 
New York signer of the Declaration of Independence; and other notable patriots 
who devoted themselves to the service of our Nation: Therefore be it 
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EXPLANATION OF THE Brn. 
PURPOSE AND NEED 


House Joint Resolution 228, as amended by the committee, desig- 
nates the burial grounds in St. Ann’s Churchyard, located at St. 
Ann’s Avenue and East 140th Street, Borough of the Bronx, city of 
New York, as a national historic site in memorial of certain founders 
of the Nation buried therein. 

Among those buried in St. Ann’s Churchyard are the Honorable 
Gouverneur Morris, chief stylist of the Constitution of the United 
States; Gen. Lewis Morris, a signer of the Declaration of Independ- 
ence; and other notable patriots who served our Nation well. 

The Federal Government will not acquire, improve, maintain, or 
contribute to the improvement or maintenance of the burial grounds 
in St. Ann’s Churchyard. 

COST 


The enactment of the resolution will not entail any expenditure by 
the Federal Government with the possible exception of a suitable 
plaque or marker which may be provided. 


DEPARTMENTAL RECOMMENDATIONS 


The Department of the Interior recommends that House Joint 
Resolution 228 be not enacted. Judging from its report, the Depart- 
ment’s opposition appears to be based upon a resolution passed by 
the Advisory Board on National Parks, Historic Sites, Buildings, 
and Monuments at a meeting held 10 years ago (April 28-30, 1948). 
It was pointed out in the Board’s resolution that in view of the 
severely limited funds at the disposal of the National Park Service, 
it is impossible for the Park Service to mark and maintain more than 
a few of the large number of graves of persons who have played an 
important part in the history of the United States and that the 
graves so marked and maintained must of necessity be limited to 
historical figures of transcendent importance. The resolution con- 
cluded with the following statement: 


Accordingly, the Advisory Board does not recommend that 
the graves of Gouverneur Morris and Lewis Morris should 
be marked or maintained by the National Park Service. 


The committee calls attention to the fact that House Joint Resolu- 
tion 228, introduced by Representative Dollinger, does not provide 
for the marking and maintenance of individual graves by the Federal 
Government nor does it provide for the maintenance of the burial 
ground which it merely designates as a national historic site. In 
short, the Department has cited a Board resolution which does not 
treat with the type of action proposed by House Joint Resolution 228. 


COMMITTEE AMENDMENT 


Except for section 2 the committee amendment is of a perfecting 
nature. 

Section 2 provides that the act shall become effective at such time 
as St. Ann’s Church executes an agreement satisfactory to the Secre- 
tary of the Interior, providing for the continuing administration, 
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care, and maintenance, without expense to the United States of the 
St. Ann’s Churchyard burial grounds. A similar provision is con- 
tained in the act of August 6, 1956 (70 Stat. 1074), designating the 
Mikveh Israel Cemetery in Philadelphia, Pa., as a unit of the Inde- 
pendence National Historical Park. The committee believes it is 
imperative that any site not acquired and maintained by the Federal 
Government, in order to be designated and continue to be designated 
as a national historic site by an act of Congress, must be brought up 
to and maintained at acceptable standards in keeping with such an 
honorary designation. 
AGENCY REPORT 


The unfavorable report of the Department of the Interior is set 
forth following: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 19, 1957. 


Hon. Crain ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enaue: Your committee has requested a report on 
H. R. 4099, a bill to provide for the honorary designation of St. 
Ann’s Church grounds as a national historic site, and House Joint 
Resolution 228, a joint resolution to provide for the honorary desig- 
nation of St. Ann’s Churchyard in the city of New York as a national 
historic site. 

We recommend that H. R. 4099 and House Joint Resolution 228 
be not enacted. 

These measures would designate as a national historic site the 
burial ground located at St. Ann’s Avenue and East 140th Street, 
New York, N. Y. This churchyard is the burial place of Gouverneur 
Morris, the penman of the Constitution of the United States, and 
Lewis Morris, only New York signer of the Declaration of Inde- 
pendence. 

We have considered the historical importance of St. Ann’s Church- 
yard on several occasions since 1936. The Advisory Board on National 
Parks, Historic Sites, Buildings, and Monuments, created by the His- 
toric Sites Act of August 21, 1935 (49 Stat. 666), to consider sites of 
national historical signific ance and to provide recommendations there- 
on to the Secretary ‘of the Interior, considered the significance of St. 
Ann’s Churchyard in 1948. At its meeting of April 28-30, 1948, the 
Board adopted the following resolution concerning the proposal to 
give national recognition to the burial place of Gouverneur Morris 
and Lewis Morris: 

‘Resolved, That the Advisory Board recognizes that the graves of 
persons w ho have had an important part in forming the history of 
the United States are of public interest and hopes that they may be 
suitably marked and maintained under appropriate auspices; but the 
number of such graves is so great that, in view of the severely limited 
funds at the disposal of the National Park Service, it is impossible for 
it to mark and maintain more than a very few of them and these must 
of necessity be limited to those historical figures of transcendent 
importance. Accordingly, the Advisory Board does not recommend 
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that the graves of Gouverneur Morris and Lewis Morris should be 
marked or maintained by the National Park Service.” 

The Advisory Board traditionally has taken the view that the sites 
where great men made their contribution to historv are more im- 
portant than their burial places. Furthermore, if the Federal Govern- 
ment designated St. Ann’s Churchyard a national historic site because 
of the contributions of the Morris family, it would be difficult, if not 
impossible, to avoid bestowing similar designations upon the grave 
sites of the other signers of the Declaration of Independence, the 
framers of the Constitution of the United States, and other American 
statesmen who have made equal or greater contributions to American 
history. This would result in designating as national historic sites a 
large number of the cemeteries in the older cities of the United States. 
By so recognizing the graves of so many, the distinction and historical 
significance presently associated with a national historic site would be 
lost and such designation would become meaningless. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 


Rocer Ernst, 
Assistant Secretary of the Interior. 
The Committee on Interior and Insular Affairs recommends enact- 
ment of House Joint Resolution 228, as amended. 


rf 
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CEDING TO THE STATE OF MICHIGAN CIVIL AND CRIMI- 


NAL JURISDICTION OVER CERTAIN LAND SITUATED 
WITHIN FORT CUSTER, MICH. 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. DuruaM, from the Committee on Armed Services submitted the 
following 


REPORT 


[To accompany H. R. 8249] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 8249) to cede to the State of Michigan civil and criminal 
jurisdiction over certain land situated within Fort Custer, Mich., 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The amendment is as follows; 


Strike all language following the enacting clause and insert in lieu 
thereof the following: 


That notwithstanding any other provision of law, the Secretary of the Army may 
at such times as he may deem desirable, relinquish to the State of Michigan all, 
or such portion as he may deem desirable for relinquishment, of the jurisdiction 
heretofore acquired by the United States over any lands within the Fort Custer 
Military Reservation, Michigan, reserving to the United States such concurrent 
or partial jurisdiction as he may deem necessary. Relinquishment of jurisdiction 
under the authority of this Act may be made by filing with the Governor of the 
State of Michigan a notice of such relinquishment, which shall take effect upon 


acceptance thereof by the State of Michigan, in such manner as its laws may 
prescribe. 


Amend the title so as to read: 
A bill to provide for the adjustment by the Secretary of the 
Army of the legislative jurisdiction exercised by the United 


States over lands within the Fort Custer Military Reserva- 
tion, Mich. 
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EXPLANATION OF THE AMENDMENT 


General legislation covering the matter of Federal jurisdiction over 
property belonging to the United States is the subject of recommenda- 
tion by the Interdepartmental Committee for the Study of Jurisdic- 
tion over Federal Areas within the States. ‘The Committee’s recom- 
mendations appear as H. R. 2553. 

The amendment brings H. R. 8249 into accord with the proposed 
general legislation, or to state it more simply, the amendment will 
cause the bill to read with respect to Fort Custer in the same manner 
as the general legislation would provide with respect to all Federal 
areas. 

PURPOSE OF THE BILL 


This bill, as amended, would authorize the Secretary of the Army 
to relinquish to the State of Michigan all or any portion of the juris- 
diction which the United States now has over any lands within the 
Fort Custer Military Reservation, Mich. 


NEW LEGISLATION 
This bill is new legislation and does not amend existing law. 


BACKGROUND OF THE BILL 
Fort Custer 

The Fort Custer Military Reservation was established in 1917 in 
Calhoun and Kalamazoo Counties 5 miles west of Battle Creek, Mich., 
and acquisition for the original reservation completed in 1919-21 by 
purchase and condemnation of approximately 8,297.36 acres of land. 
The reservation was expanded during World War TL and approximately 
6,081 acres additional acquired in fee. Federal jurisdiction over all 
of lands of the Fort Custer Military Reservation has been ceded 
to the United States by the State of Michigan. 
Leases to State 

The Fort Custer Military Reservation was inactivated in 1953 and, 
since there was for the time being no requirement for certain of the 
facilities, they were made available for nonmilitary use. A portion 
of Fort Custer, involving approximately 57 acres of land and 52 
barrack-type buildings with a capacity of 800 hospital beds, com- 
prising the major portion of the Fort Custer Station Hospital, was 
leased to the State of Michigan after agreement with the Committees 
on Armed Services of the United States Senate and House of Repre- 
sentatives in Army disposal project No. 66, which was submitted 
January 3, 1956, in accordance with title VI of the act of September 
28, 1951 (65 Stat. 365). The State is utilizing these facilities for the 
care of mentally deficient children. An additional area of 1,280 acres 
was leased to the State for park and recreational utilization on Sep- 
tember 1, 1956. Under the provisions of the pending bill the State 
of Michigan could be afforded appropriate jurisdiction over the land 
and facilities under lease as well as any lands or facilities leased in 
the future. 

FISCAL DATA 


Enactment into law of this measure will not involve any expenditure 
of Federal funds. 
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The Committee on Armed Services recommends that this bill be 
enacted into law in order to remove the many difficulties and incon- 
veniences now being experienced by the State of Michigan by reason 
of the existence of Federal jurisdiction over the property leased to it. 
The vote of the committee was unanimous. 


DEPARTMENTAL DATA 


The Department of the Army objected to the bill in its original 
form and suggested that if separate consideration were to be given 
to the lands involved in this measure that the bill be amended. The 
amendment suggested by the Army now appears in the bill. The 
Bureau of the Budget interposed no objection to the departmental 
report. 

SUMMARY 


This bill, as amended, will authorize the retrocession of Federal 
jurisdiction over certain areas within the Fort Custer Military 
Reservation. 

The Department of the Army recommended the amendment which 
now appears in the bill. 

The Bureau of the Budget interposed no objection to the depart- 
mental report. 

The bill will not involve the expenditure of any Federal funds. 


NovEMBER 18, 1957. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuHarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to H. R. 8249, 85th Congress, a bill to cede to the State 
of Michigan civil and criminal jurisdiction over certain land situated 
within Fort Custer, Mich. The Secretary of Defense has delegated 
to the Department of the Army the responsibility for expressing the 
views of the Department of Defense thereon. 

Under the provisions of this bill the United States would, subject 
to acceptance by the State, cede to the State of Michigan civil and 
criminal jurisdiction over lands under lease to the State within Fort 
Custer, Mich. The acceptance by the State would be required 
within 1 year after the date of leasing or the date of enactment of 
the bill, whichever is later; and the further provision that jurisdiction 
over land in any lease shall revert to the United States on the 
termination of that lease. 

The Department of the Army on behalf of the Department of 
Defense is opposed to the enactment of this bill. 

The Fort Custer Military Reservation was established in 1917 in 
Calhoon and Kalamazoo Counties 5 miles west of Battle Creek, Mich., 
and acquisition for the original reservation completed in 1919-21 
by purchase and condemnation of approximately 8,297.36 acres of 
land. The reservation was expanded during World War II and 
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approximately 6,081 acres additional acquired in fee. Federal juris- 
diction over all of lands of the Fort Custer Military Reservation has 
been ceded to the United States by the State of Michigan. 

The Fort Custer Military Reservation was inactivated in 1953 and, 
since there was for the time being no requirement for certain of the 
facilities, they were made available for nonmilitary use. A portion 
of Fort Custer, involving approximately 57 acres of land and 52 bar- 
rack-type buildings with a capacity of 800 hospital beds, comprising 
the major portion of the Fort Custer Station Hospital, was leased 
to the State of Michigan after agreement with the Committees on 
Armed Services of the United States Senate and House of Repre- 
sentatives in Army disposal project No. 66, which was submitted 
January 3, 1956, in accordance with title VI of the act of September 
28, 1951 (65 Stat. 365). The State is utilizing these facilities for the 
care of mentally deficient children. An additional area of 1,280 acres 
was leased to the State for park and recreational utilization on 
September 1, 1956. Under the provisions of the pending bill the State 
of Michigan would be afforded exclusive jurisdiction over the land and 
facilities under lease as well as any lands or facilities leased in the 
future. 

The Interdepartmental Committee for the Study of Jurisdiction 
Over Federal Areas within the States, in its report approved by the 
President April 27, 1956, stated: “The most immediate need, in the 
view of the C ommittee, is to make provision for the retrocession of 
unecessary jurisdiction to the States.”” The Committee accordingly 
recommended that section 355 of the Revised Statutes of the United 
States, as amended, be further amended ‘“‘so as to give to the heads of 
Federal agencies and their designees the necessary authority to retro- 
cede legislative jurisdiction to the States.”” The enactment of broad 
legislation to authorize the adjustment of legislative jurisdiction to 
meet the actual needs of each specific installation has been endorsed 
by the Department of Defense. It appears to this Department, 
therefore, that action on H. R. 8249 should be deferred pending the 
consideration of the implementation of the Interdepartmental Com- 
mittee’s above-referenced recommendations, through enactment of 
H. R. 2553 or similar legislation that would permit retrocession of 
jurisdiction in specific instances to be effected administratively. 

Should the committee, however, desire to give separate considera- 
tion to lands leased to the State of Michigan at Fort Custer Military 
Reservation, it is suggested that the authority to relinquish all or part 
of the legislative jurisdiction now held by the United States be vested 
in the Secretary of the Army to exercise at such time as he may deem 
desirable after considering the actual needs of the installation. There 
is enclosed a draft of substitute bill that would accomplish this pur- 
pose. In this connection, the committee is advised that the Secretary 
of the Army is sympathetic to the desires of the State to operate and 
control its activities at Fort Custer in the same manner as similar ac- 
tivities in other parts of the State. However, to divest the Federal 
Government of concurrent jurisdiction in the area involved could 
create additional problems resulting from the diversity of legislative 
authority within the bounds of the reservation. Likewise, automatic 
cession of jurisdiction over future land areas to be leased to the State 
might present a bar to the leasing of property that might otherwise be 
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available, if military necessity requires retention of jurisdiction by 
the Federal Government. 

The enactment of this measure will not involve the expenditure of 
any Department of Defense funds. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker, 
0 Secretary of the Army. 
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The Committee on Armed Services, to whom was referred the bill 
(H. R. 8627) directing the Secretary of the Navy to convey certain land 
situated in the State of Virginia to the Board of Supervisors of York 
County, Va., having considered the same, report favorably thereon 
with amendments and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Page 2, following line 9, insert Section 3, Section 4, Section 5, 
Section 6, and Section 7 as follows: 


Sec. 3. The cost of any surveys and appraisals necessary as 
an incident to the conveyance authorized herein shall be 
borne by the Board of Supervisors of York County, Virginia. 

Sec. 4. All mineral rights, including gas and oil, in the 
lands authorized to be conveyed by this Act shall be reserved 
to the United States. 

Sec. 5. The conveyance of the property authorized by this 
Act shall be upon condition that such property shall be used 
for park and recreational purposes, and that if the Board of 
Supervisors of York County, Virginia, shall cease to use the 
property so conveyed for the purposes intended, then title 
thereto shall immediately revert to the United States. 

Sec. 6. The conveyance of the property authorized by 
this Act shall be upon the further provision that whenever 
the Congress of the United States declares a state of war or 
other national emergency, or the President declares a state 
of emergency, and upon the determination by the Secretary 
of Defense that the property conveyed under this Act is use- 
ful or necessary for military, air, or naval purposes, or in the 
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interest of national defense, the United States shall have the 
right to reenter upon the property and use the same or any 
part thereof, including any and all improvements made 
thereon by the Board of Supervisors of York County, Vir- 
ginia, for the duration of such state of war or of such emer- 
gency. Upon the termination of such state of war or such 
emergency plus six months, such property shall revert to the 
Board of Supervisors of York County, Virginia, together 
with all appurtenances and utilities belonging or apper- 
taining thereto. 

Sec. 7. In executing the deed of conveyance authorized by 
this Act, the Secretary of the Navy or his designee shall 
include specific provisions covering the reservations and 


conditions contained in sections 3, 4, 5, and 6 of this Act. 
EXPLANATION OF THE AMENDMENT 


The language which appears as sections 3, 4, 5, 6, and 7 inserts in 
the bill language which will protect the interests of the United States 
in the property to be conveyed. For example, the cost of surveys 
will be borne by the purchaser; mineral rights will be reserved by the 
United States; the property must be used for park and recreational 
purposes or it will revert to the United States; and the United States 
shall have the right to reenter the property to use it in the event of 
a national emergency. 


PURPOSE OF THE BILL 


H. R. 8627 would authorize and direct the Secretary of the Navy to 
convey by quitclaim deed to the Board of Supervisors of York County, 
Va., for park and recreational purposes, all right, title, and interest of 
the United States in and to approximately 300 acres more or less, of 
land situated in York County, Va. Consideration for the transfer of 
this property is the payment by the Board of Supervisors of York 
County, Va., of a sum equal to 50 percent of the fair market value of 
such land, as determined by the Secretary of the Navy after appraisal. 


NEW LEGISLATION 


This is new legislation and does not amend existing law. 


BACKGROUND OF THEJBILL 


The land which is the subject of this bill is in the Cheatham Annex 
to Camp Peary and part of the United States Naval Construction 
Training Center, York and James City Counties, Va. The Cheatham 
Annex was acquired in 1944 by condemnation at a cost of $165,000 for 
a tract of 3,110 acres. It is now a part of the United States Naval 
Construction Training Center which is comprised of 9,849 acres. 


FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 
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COMMITTEE POSITION 


The Armed Services Committee recommends that this measure be 
enacted into law in view of the use to which the property will be put, 
and the consistency of the bill with existing legislation relating to 
property to be used for park and recreational purposes. 


DEPARTMENTAL DATA 


The Department of the Navy has no objection to this measure as is 
evidenced by letter dated April 22, 1958, from Capt. R. Y. McElroy 
which letter is set out below and made a part of this report. The 
Bureau of the Budget states that there is no objection to the report 
but that the land could be transferred under existing legislation. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SEC RETARY, 
Washington, D. C., April 22, 1958. 
Hon. Cari VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHatrMan: Reference is made to your request for 
the views of the Department of Defense on H. R. 8627, 85th Congress, 
a bill directing the Secretary of the Navy to convey certain land 
situated in the State of Vi irginia to the Board of Supervisors of York 
County, Va. The Secretary of Defense has delegated to this Depart- 
ment the responsibility for expressing the views of the Department 
of Defense. 

H. R. 8627 authorizes and directs the Secretary of the Navy to 
convey by quitclaim deed to the Board of Supervisors of York County, 
Va., for park and recreational purposes, all right, title, and interest 
of the United States in and to approximately 300 acres more or 
less, of land situated in York County, Va. Consideration for the 
transfer of this property is the payment by the Board of Super- 
visors of York County, Va., of a sum equal to 50 percent of the 
fair market value of such land, as determined by the Secretary of 
the Navy after appraisal. 

Subject land is in the Cheatham Annex to Camp Peary and part of 
the United States Naval Construction Training Center, York and 
James City Counties, Va. The Cheatham Annex was acquired in 
1944 by condemnation at a cost of $165,000 for a tract of 3,110 acres. 
It is now a part of the United States Naval Construction Training 
Center which is comprised of 9,849 acres. 

The Department of the Navy on behalf of the Department of 
Defense has no objection to the enactment of this legislation. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on H. R. 8627 to the C ongress. However, the Bureau of the Budget 
notes that if the land in question is surplus to the needs of the Federal 
Government, and if its transfer for park and recreational purposes is 
recommended by the Department of the Interior, the purposes of the 
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bill can be accomplished administratively under existing provisions 
of general law. 
Sincerely yours, 
R. Y. McEnroy, 
Captain, United States Navy, 
Deputy Director, Legislative Liaison 
(For the Secretary of the Navy). 


SUMMARY 


This bill would authorize the conveyance of 300 acres of Govern- 
ment-owned land to York County, Va. 

The property may be used only for park and recreational purposes. 

rt’ e - . 

[he county will pay 50 percent of the fair market value. 

The bill, as amended, contains all of the language normally appear- 
ing in such bills to protect the interests of the United States. 

The bill has the approval of the Department of Defense, and the 
Bureau of the Budget merely points out that the transfer could be 
made under existing legislation. 


O 
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AUTHORIZING THE TRANSFER OF TITLE TO CERTAIN 
LAND IN HAWAII 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Burns of Hawaii, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H. R. 10173] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 10173) to provide for the transfer of title to certain land at 
Sand Island, T. H., to the Territory of Hawaii, and for other pur- 
poses, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the President, by Executive 
order, to transfer to the Territory of Hawaii, without monetary re- 
imbursement, not to exceed 202 acres of the Sand Island Military 
Reservation, including submerged lands adjacent thereto. 


NEW LEGISLATION 


This is new legislation and does not amend existing law. 


BACKGROUND OF THE BILL 


H. R. 10173 relates to the Sand Island Military Reservation and 
the Navy Harbor entrance control post, which are within the admin- 
istrative responsibility of the Department of Defense and which are 
made up of lands taken for the military purposes of the United-States 
by the President in 1920. 

Ceded lands in Hawaii 


Generally, lands held in Hawaii by the United States, if they were 
Jands ceded by the Republic of Hawaii to the United States upon 
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annexation, may be restored to the possession, use, and control of the 
Territory by Executive order under section 91 of the Hawaiian 
Organic Act (48 U.S. C. 511). 


Need for legislation 


It appears that an Executive order may not be sufficient in this 
instance, however, for although the lands in question appear to be 
public lands ceded within the meaning of the Hawaiian Organic Act, 
there is some question whether they may be sold or otherwise disposed 
of by the Territory. This question arises because portions of Sand 
Island are made up of land filled in subsequent to annexation. Inas- 
much as the Sand Island property is likely to be a useful site for com- 
mercial development, it is desirable that the Territory have full 
authority to dispose of such portions of the land as are not required 
for military purposes. 


EXPLANATION OF THE BILL 


Section 1 of the proposed bill would authorize the President, by 
Executive order, to transfer to the Territory of Hawaii, without 
monetary reimbursement, not to exceed 202 acres of the Sand Island 
Military Reservation, including submerged lands adjacent thereto, 
that are no longer required or are not required for military purposes, 
and to grant nonexclusive easements over other lands within the 
reservation which he deems necessary for the proper enjoyment of the 
premises transferred to the Territory. 


Section 2 


Section 2 would provide that the transfer be subject to such terms 
and conditions as may be in the interest of national defense and neces- 
sary avigation or restrictive easements. 


Section 3 

Section 3 would require the Territory to relocate any Navy facilities 
which may be placed on any transferred lands, and until such reloca- 
tion would be effected, the United States would retain such portions 


of the transferred lands as may be necessary for the full enjoyment of 
the facilities. 


Section 4 


Dispositions would be required by section 4 to be conducted gen- 
erally in accordance with the provisions of the Hawaiian Organic Act 
and the public lands laws of Hawaii, provided that such disposals must 
be consistent with the provisions of the bill and terms and conditions 
set forth in any Executive order issued pursuant thereto. All revenue 
and proceeds from the sale, lease, or other disposition of the trans- 
ferred lands would be required to be used solely for the support of the 
University of Hawaii. 

FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 


COMMITTEE POSITION 


The committee recommends that this bill be enacted into law in 
order to obviate the need for determining the difficult question as to 
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whether an Executive order, without legislation, would be sufficient to 
transfer clear title to this property. ‘The vote of the committee was 
unanimous, 


DEPARTMENTAL DATA 






This bill is sponsored by the Department of the Interior as is 
evidenced by letter dated January 8, 1958, from Secretary of the 
Interior Fred A. Seaton, which letter is set out below and made a part 
of this report. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 8, 1958. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: Enclosed herewith is a draft of a proposed 
bill to provide for the transfer of title to certain land at Sand Island, 
T. H., to the Territory of Hawaii, and for other purposes. I request 
that the proposed bill be referred to the appropriate committee for 
consideration and I recommend that it be enacted. 

The proposed bill relates to the Sand Island Military Reservation 
and the Navy Harbor entrance control post, which are within the 
administrative responsibility of the Department of Defense and which 
are made up of lands taken for the military purposes of the United 
States by the President in 1920. Generally, lands held in Hawaii by 
the United States, if they were lands ceded by the Republic of Hawaii 
to the United States upon annexation, may be restored to the posses- 
sion, use, and control of the Territory by Executive order under sec- 
tion 91 of the Hawaiian Organic Act (48 U.S. C., sec. 511). It appears 
that an Executive order may not be sufficient in this instance, however, 
for although the lands in question appear to be public lands ceded 
within the meaning of the Hawaiian Organic Act, there is some ques- 
tion whether they may be sold or otherwise disposed of by the Terri- 
tory. This question arises because portions of Sand Island are made 
up of land filled in subsequent to annexation. Inasmuch as the Sand 
Island property is likely to be a useful site for commercial development, 
it is desirable that the Territory have full authority to dispose of such 
portions of the land as are not required for military purposes. 

Section 1 of the proposed bill would authorize the President, by 
Executive order, to transfer to the Territory of Hawaii, without 
monetary reimbursement, not to exceed 202 acres of the Sand Island 
Military Reservation, including submerged lands adjacent thereto, 
that are no longer required or are not required for military purposes, 
and to grant nonexclusive easements over other lands within the reser- 
vation which he deems necessary for the proper enjoyment of the 
premises transferred to the Territory. Section 2 would provide that 
the transfer be subject to such terms and conditions as may be in the 
interest of national defense and necessary avigation or restrictive 
easements. Section 3 would require the Territory to relocate any 
Navy facilities which may be placed on any transferred lands, and 
until such relocation would be effected, the United States would 
retain such portions of the transferred lands as may be necessary for 
the full enjoyment of the facilities. Dispositions would be required 
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by section 4 to be conducted generally in accordance with the pro- 
visions of the Hawaiian Organic Act and the public lands laws of 
Hawaii, provided that such disposals must be consistent with the 
provisions of the bill and terms and conditions set forth in any Execu- 
tive order issued pursuant thereto. All revenue and proceeds from 
the sale, lease, or other disposition of the transferred lands would be 
required to be used solely for the support of the University of Hawaii. 

he Bureau of the Budget has advised that there is no objection 
to the submission of this proposed bill to Congress. 

Sincerely yours, 


Frep A. SEATON, 
Secretary of the Interior. 


SUMMARY 


This bill would authorize the President by Executive order to trans- 
fer to the Territory of Hawaii, without reimbursement, 202 acres of 
land now comprising a portion of the Sand Island Military Reserva- 
tion. 

The bill is sponsored by the Department of the Interior and has the 
approval of the Bureau of the Budget. 

The bill would not involve the expenditure of any Federal funds. 


O 
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AUTHORIZING THE CONVEYANCE OF CERTAIN PROP- 
ERTY TO THE CITY OF VALPARAISO, FLA. 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Duruam, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 11125] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 11125) to provide for the conveyance of certain real property 
of the United States to the city of Valparaiso, Fla., having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendments is as follows: 

On page 2, lines 6 and 7, delete the words “ever cease to use such 
real property for’’ and insert in lieu thereof the words ‘‘not use such 
real property, or shall use it for other than’’. 


EXPLANATION OF THE AMENDMENT 


If the city of Valparaiso should initially use this property as a 
cemetery but subsequently cease to use it for this purpose, the Depart- 
ment of Defense would not wish to reacquire the property. However, 
if the city of Valparaiso should fail to use the property or use the 
property for other than cemetery purposes, the title thereto should 
revert to the Department of Defense. 


PURPOSE OF THE BILL 


The purpose of H. R. 11125 is to direct the Secretary of the Air 
Force to convey to the city of Valparaiso, Fla., approximately 3.67 
acres of land for use as a public cemetery. Title to the property would 
revert to the United States if the city should ever cease to use it for 
public cemetery purposes. 
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NEW LEGISLATION 


This bill is new legislation and does not amend existing law. 


BACKGROUND OF THE BILL 


The land in question is Government-owned and it is a portion of 
Eglin Air Force Base, Fla. The property, which is wooded and un- 
developed, is located on Tom’s Bayou and surrounds existing city- 
owned land, known as Sunset Cemetery. The cemetery is used for 
interment of deceased members of the community of Valparaiso 
including members of the United States Air Force. The city plans 
to expand the present cemetery and would like to acquire this land 
for that purpose. In this connection, it is understood that no charge 
will be made for burial plots. Some of the property which H. R. 
11125 would convey is on the waterfront and its current estimated 
value is $8,700. 

FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 


COMMITTEE POSITION 


In view of the use to which this property will be put, the Committee 
on Armed Services recommends that this bill be enacted into law. 
The vote of the committee was unanimous. 


DEPARTMENTAL DATA 


The Department of the Air Force has no objection to this bill, as 
amended, as is evidenced by letter dated May 8, 1958, from Under 
Secretary of the Air Force Malcolm A. MacIntyre which is set out 
below and made a part of this report. The position of the Bureau 
of the Budget, as is indicated in the last paragraph of the letter, is that 
this transfer could be accomplished administratively under the Federal 
Property Act. 

DrPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, May 8, 1958. 
Hon. Cari VINSON, 
Chairman, Committee on Armed Services, 
House of Re prese ntatives. 


Dear Mr. CHarrMan: Reference is made to your request for the 
views of the Department of Defense on H. R. 11125, 85th Congress, 
a bill to provide for the conveyance of certain real property of the 
United States to the city of Valparaiso, Fla. The Secretary of 
Defense has assigned to this Department the responsibility for pre- 
senting the position of the Department of Defense on this legislation. 

The purpose of H. R. 11125 is to direct the Secretary of the Air 
Force to convey to the city of Valparaiso, Fla., approximately 3.67 
acres of land for use as a public cemetery. Title to the property 
would revert to the United States if the city should ever cease to use 
it for public cemetery purposes. 
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The land in question is Government-owned and it is a portion of 
Eglin Air Force Base, Fla. The property, which is wooded and 
undeveloped, is located on Tom’s Bayou and surrounds existing city- 
owned land, known as Sunset Cemetery. The cemetery is used for 
interment of deceased members of the community of Valparaiso 
including members of the United States Air Force. The city plans 
to expand the present cemetery and would like to acquire this land 
for that purpose. In this connection, it is understood that no charge 
will be made for burial plots. Some of the property which H. 
11125 would convey is on the waterfront and its current estimated 
value is $8,700. 

If the city of Valparaiso should initially use this property as a 
cemetery but subsequently cease to use it for this purpose, the De- 
partment of Defense would not wish to reacquire the property. 
However, if the city of Valparaiso should fail to use the property or 
use the property for other than cemetery purposes, the title thereto 
should revert to the Department of Defense. In view of the foregoing 
the following amendment is recommended: 

Amend section 3 by deleting the words “ever cones. to use such real 
property for’, which appear in lines 6 and 7 of page 2, and substitute 
in lieu thereof “not use such real property, or shall use it for other 
than”’ 

Subject to this recommendation, the Department of Defense has no 
objection to the enactment of H. R. 11125. 

The enactment of H. R. 11125 would not involve the expenditure 
of any Department of Defense funds. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised as follows: 

“You are advised that while there is no objection to the submission 
of this report, the Bureau of the Budget believes that the property in 
question should be transferred for the specified purpose of the pay- 
ment of fair market value therefor and that such a transfer could be 
accomplished administratively under the Federal Property Act if the 
property is surplus to the needs of the Government.”’ 

Sincerely yours, 
Maucoum A. Macintyre, Under Secretary. 


SUMMARY OF LEGISLATION 


This bill authorizes the conveyance of 3.67 acres of Government- 
owned land to the city of Valparaiso, Fla. 

The property will be used for a public cemetery. 

The conveyance will be made without charge. 

The Department of the Air Force has no objection. 

The Bureau of the Budget states that this conveyance could be 
made administratively under the Federal Property Act. 

The bill will not involve any expenditure of Federal funds. 


O 
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PROVIDING FOR ADDITIONAL PAYMENTS TO INDIANS OF THE 
CROW CREEK SIOUX RESERVATION, 8. DAK., WHOSE LANDS 
HAVE BEEN ACQUIRED FOR THE FORT RANDALL DAM AND 
RESERVOIR PROJECT 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


submitted the following 


REPORT 


[To accompany H., R. 12670] MAIN 
READING ROOM 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 12670) to provide for additional payments to 
the Indians of the Crow Creek Sioux Reservation, S. Dak., whose 
lands have been acquired for the Fort Randall Dam and Reservoir 
project, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

The purpose of H. R. 12670, introduced by Representative Me- 
Govern, is to authorize and direct the Secretary of the Army to pay 
the sum of $1,619,907 (the difference between $2,019,220 as set out 
in the bill and $399,313 which has already been deposited in court in 
condemnation proceedings) to the Crow Creek Sioux Tribe in settle- 
ment of all claims arising out of the construction of the Fort Randall 
Dam and Reservoir on the Crow Creek Indian Reservation in South 
Dakota. About 9,514 acres of land were acquired for the project by 
condemnation. 

The Fort Randall Dam gates were closed on July 21, 1952, and the 
land has been inundated but the amount payable as just compensa- 
tion has not been judicially determined and payment has not been 
made for incidental claims. 

H. R. 12670 has the endorsement of the Departments of the Army 
and Interior and the Tribal Council of the Crow Creek Sioux Tribe. 

Four other bills—H. R. 6125, introduced by Representative Berry 
and H. R. 6204, H. R. 7758, and H. R. 10786, introduced by Repres- 
entative McGovern—were considered by the Committee on Interior 
and Insular Affairs. H. R. 12670 is a clean bill incorporating com- 
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mittee amendments to the earlier measures. Legislation of a some- 
what similar nature, H. R. 3602, was introduced and considered during 
the 84th Congress both in Washington and on the Crow Creek 
Reservation. 

BACKGROUND 


The Crow Creek Sioux Reservation is located 30 miles southeast 
of Fort Pierre and 10 miles north of Chamberlain, in Brule, Buffalo, 
Hughes, and Hyde Counties of South Dakota on the east bank of 
the Missouri River. The reservation has an area of 155,227 acres 
of which about 9,514 are within the taking area of the Fort Randall 
Dam and Reservoir project. The Lower Brule Sioux Reservation 
borders on the west bank of the Missouri River and shares the river 
bed with the Crow Creek Tribe. 

There are approximately 840 permanent residents on the Crow 
Creek Reservation and 1,475 enrolled members of the tribe. The 
chief sources of family income are from sale of livestock, State and 
Federal welfare assistance, Government employment, irregular wages, 
and land sales and leases. 

Closing of gates of Fort Randall Dam necessitated the evacuation 
and resettlement of 84 families and resulted in the flooding of 9,514 
acres of Indian land as follows: 


Acres 

NI tn Se he ea a awe natn pene ae eisai ee get cleee 447 
NN eee ademas w aun sk cea ween 2, 191 
IDNs i gsc ttre te il pe we ich te eh Re oo Se Dc 4, 569 
AEs conic enwen pen natop ime Skat ekwn seca ei awa hee oe 1, 933 
Other _ - - -- Sec wate asa a acim sinless od casa coon ig aa io ae exten eiabaten Sekar 374 
De ititattichigia in tian ne Sis Ra mace ohne iia ae labeling hs 9, 514 


The flooded bottom lands include a large portion of the timber and 
woodland which give winter protection to livestock and furnishes fuel 
and building materials for the Indian families, a loss which can never 
be replaced by natural means. 


HISTORY 


H. R. 12670 comes to Congress as the result of the Flood Control 
Act of December 22, 1944 (58 Stat. 887, 891) which inter alia author- 
ized the construction of the Fort Randall Dam and Reservoir project 
as part of the comprehensive plan for flood control and protection of 
the Missouri River Basin. Condemnation proceedings were begun in 
August 1953 for the acquisition of the necessary land and funds in the 
amount of $375,612.94 were deposited in court as estimated just com- 
pensation. 

By the act of July 6, 1954 (68 Stat. 452), the Chief of Engineers, 
Department of the Army, and the Secretary of the Interior, jointly 
representing the United States, were authorized and directed to nego- 
tiate with the Crow Creek Indians for the acquisition of the lands in 
question. The Attorney General was requested to withhold further 
action in the condemnation proceedings while negotiations were 
undertaken. 

Appraisals prepared by the Missouri River Basin Investigation staff 
(MRBI), an ad hoc agency of the Bureau of Indian Affairs, under the 
1954 act totaling $399,312.94 were adopted as a basis of negotiations. 
These negotiations were unsuccessful. Thereafter the Departments 
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of the Army and Interior requested the Attorney General to proceed 
with condemnation proceedings. (Copies of the negotiating com- 
mittee and MRBI estimates are on file with the Committee on Interior 
and Insular Affairs.) 

On January 21, 1955, a declaration of taking was filed vesting in 
the United States title to the 9,514 acres, subject to a reservation to 
the Indians of oil and gas rights. An additional sum of $23,700 based 
on the MRBI appraisal was deposited with the court, making a total 
of $399,312.94 as estimated just compensation. On March 22, 1955, 
the court entered an order authorizing the disbursement of 
$365,077.99 for the benefit of the Indian owners. To date, however, 
the issue of just compensation has not been tried and no determina- 
tion has been made as to the amount to be paid by the Government 
(MRBI Repts. Nos. 124 and 138). 

Section 1 of H. R. 12670 provides that the difference between 
$2,019,219.94 and the sum paid under condemnation ($399,312.94) 
is to be deposited in the Treasury to the credit of the Crow Creek 
Sioux Tribe. The sum of $126,000, which represents increased values 
of land within the taking area, is to be credited to former owners on 
a prorated basis. 

FURTHER EXPLANATION 


The Indians, the Corps of Engineers, and the Bureau of Indian 
Affairs have agreed on $2,019,219.94 as the amount to be paid for all 
claims involved in the matter. This sum covers both tangible and 
intangible damages as follows: 


Intangible: 

MRBI estimate of indirect damages, reestab- 

lishing Indian living facilities, restoring in- 

come earning capacity, losses resulting from 
reduction in timber, wildlife, and natural Amount 


BROCGOU.... 8 on in ta np cope has ace iw nepal ee 
Loss of agency headquarters and relocation of 


SG1NO iid .k koh ak ct citer Lees 500, 000. 00 


Tangible: 
4 of the value of the bed of the Missouri River 
separating Crow Creek and Lower Brule 
Reservations (% of 10,158 acres, at $6) __--- 30, 474. 00 
Army estimate of fair value of land (original 
estimate, $399,312.94 plus increased land 
values since 1953, $126,000)__......------- 525, 312. 94 


$1, 463, 433. 00 


555, 786. 94 


FObRh. 544 - + qapadine dah eselatedenald in eenenaed 2, 019, 219. 94 

The first of these items is for loss of subsistence and livelihood and 
related claims stemming from the taking of the bottom and timber 
lands. The members of the tribe were forced to move from the taking 
area which contained fertile alluvial soil, sheltered valleys, timber, 
wildlife, wild products, and a water supply. They were forced to 
relocate on land ill suited for homes, henalinas and farms. It has been 
necessary to build artificial livestock shelters, since the river bluffs 
which formerly provided protection have been lost. Many families 
have had to dig artesian wells 1,000 to 1,300 feet deep on the uplands 
to replace shallow surface wells on the bottom lands. Losses to the 
Indians from the reduction in the annual harvest of timber, cordwood, 
wildlife, and natural products have been considered and agreed upon 








4 CROW CREEK SIOUX RESERVATION, S. D. 


by appraisers. In recognition of these and other intangible losses, the 
sum of $963,433 has been agreed upon. 

The inundation necessitated the relocation of the agency head- 
quarters, formerly centrally located, at Fort Pierre, 30 miles from the 
west end of the reservation and 91 miles from the east end. Likewise 
the hospital facilities were transferred to Chamberlain, 10 miles south 
of the reservation. Not only is the reservation now without the 
services of readily available Bureau of Indian Affairs and United 
States Public Health Service personnel, but the two new locations are 
far distant from each other. It is no longer possible to transact 
agency and public health business on the same day or in the same city. 
While the relocation of these facilities has been economical to the 
Federal Government, it has worked a serious hardship on the Indians. 
The sum of $500,000 is recommended for this item. 

The Crow Creek and Lower Brule Reservations include approxi- 
mately 10,158 acres in the bed of the Missouri River valued by the 
tribes at $6 per acre. The committee deemed it in the overall interest 
that this acreage be removed from tribal ownership to prevent juris- 
dictional disputes and conflicts which would arise from exercise of 
treaty rights. Accordingly, the bill provides for payment to the tribe 
of one-half the total value placed by it on the river bed lands, or 
$30,474. 

The MRBI estimate of fair market value of the land taken for the 
dam in 1952 was $399,312.94. The committee members felt that, in 
view of the general increase in land values in South Dakota since the 
date of taking, an approximate increase of 31.5 percent would be 
justified. Thus the sum of $399,312.94 was increased by $126,000 
to $555,786.94. 

SECTIONAL ANALYSIS 


Section 1 authorizes and directs the Secretary of the Army to pay 
to the Crow Creek Sioux Tribe and individual Indian owners in settle- 
ment of all claims, rights, and demands of the tribe arising from the 
construction of the Fort Randall Dam and Reservoir project an 
amount (approximately $1,619,907) equal to the difference between 
$2,019,209.94 and what has already been paid into court for the 
9,514.31 acres of land taken in condemnation proceedings. 

Section 2 provides that the payments authorized in section 1 shall 
be deposited in the United States Treasury to the credit of the Crow 
Creek Sioux Tribe and shall draw interest at the rate of 4 percent 
per annum. The sum of $126,000, representing increased land 
values between the date of the taking and the present, is to be allocated 
to the former owners on a prorated basis, and the portion of this sum 
which is allocated to individual Indian lands is to be credited to the 
individuals’ accounts. This section also provides that moneys paid 
as just compensation shall not be subject to any lien, debt, or elann 
except delinquent debts owed to the United States or the tribe. 
Finally, section 2 provides that the cost of moving dwellings and other 
buildings from the project area shall be paid from payments authorized 
under section 1. 

Section 3 revests in the former owners the mineral rights in the land 
taken through condemnation proceedings but provides that explora- 
tion and development of the minerals, including oil and gas, shall be 
subject to reasonable regulations imposed by the Secretary of the 
Army. 
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Section 4 grants permission to individual Indians to retain, without 
charge, timber and improvements previously removed from the land 
within the taking area. It also permits former owners to cut and re- 
move, without charge, until September 30, 1958, other salvageable 
material within the taking area. After September 30, 1958, salvage 
rights may be exercised by the tribal couiiel: 

Section 5 grants the tribe and its members the exclusive permission 
without cost, to graze livestock on the land between the water level of 
the reservoir and the exterior boundary of the taking area, and grants 
the tribal members, without cost, access to the shoreline of the reser- 
voir, including permission to fish and hunt, subject to regulations 
governing corresponding use by other citizens of the United States. 

Section 6 deals with the acquisition of substitute land for individuals 
whose lands have been taken, with the consolidation of land holdings, 
and with the elimination of fractional heirship interests. It provides 
for the purchase of lands for these purposes. It also authorizes the 
Secretary to partition or sell individually owned land, in which all 
interests are in trust or restricted status, upon the request of owners 
of not less than 51 percent interest in the land. This authorization is 
limited to carrying out the three named purposes of this section. Any 
partition sale must be by competitive bid except that, if the owners of 
not less than 51 percent interest in the land agree, any owner of an 
interest in the land or the tribe, if the land is within the reservation, 
will have the right to purchase the land prior to competitive sale at 
not less than its appraised value. If more than one such preference 
right is claimed, the sale is to be by competitive bid but limited to the 
tribe and to the persons entitled to a preference. The Secretary of 
the Interior, for the purpose of such sale, is authorized to represent 
minors or other Indians under legal disability and, after giving notice 
by publication, may represent absent Indian owners who cannot be 
located. 

Section 7 specifies that no part of any expenditure made by the 
United States shall be charged as an offset or counterclaim against 
any tribal claim which rose prior to the effective date of the act. 

Section 8 provides that the Secretary of the Treasury, upon certi- 
fication by the Secretary of the Interior, shall reimburse the Crow 
Creek Sioux Tribe up to $100,000, of which not more than $50,000 
shall be reimbursable as attorney fees. 

Section 9 authorizes the a of such amounts as may be 
necessary for the purposes of this act. 

Section 10 provides that all payments to the tribe and individual 
Indians under this act or condemnation proceedings shall be exempt 
from all forms of State and Federal taxation. 

Section 11 preserves the right of any individual to reject the sum 
offered him as his share of the $126,000 in accordance with the pro- 
ration under section 2 of this act by filing a notice of rejection with 
the Chief of Engineers within 1 year from the date of the act. If 
the court fixes an amount in excess of the amount theretofore tendered 
to him, the Secretary of the Army shall deposit the difference in 
court. The individual contestant is not to be charged court costs, but 
all other costs and expenses including counsel fees, are to be borne 
by him. 
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DEPARTMENTAL REPORTS 


Favorable reports on H. R. 6125 and H. R. 6204, upon which 
committee hearings were held, are as follows: Secretary of the Interior 
dated March 21, 1958, and Secretary of the Army, dated May 15, 
1957. Also set forth is letter of April 17, 1958, from the Department 
of the Interior submitting a proposed redraft of H. R. 10786, and 
the Department of the Army’s comments thereon: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 21, 1958. 
Hon. Crarr ENG, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enate: Your committee has requested a report on 
H. R. 6125, a bill to provide for the acquisition of lands by the United 
States required for the reservoir created by the construction of 
Randall Dam on the Missouri River and for rehabilitation of the 
Indians of the Crow Creek Sioux Reservation, S. Dak., and for other 
purposes. 

We recommend that the bill be enacted if it is amended as suggested 
in this report. 

The bill transfers to the United States title to all lands within the 
taking area of the Randall Dam and Reservoir project that belong to 
the Indians of the Crow Creek Sioux Reservation, and provides for 
the payment to the Indians of the following sums: 

1. $685,137.62 as compensation for the lands, excluding mineral 
rights, which are reserved to the Indian owners. 

2. $1,132,452 as compensation for indirect damages sustained by 
the Indians. 

3. $5,686,036 for the rehabilitation of all enrolled members of the 
tribe whether or not residing within the taking area and for the 
relocation and reestablishment of members residing within the taking 
area. 

In addition, the bill provides for expenditures by the United States 
in amounts indeterminable at this time for the following purposes: 

1. Deficiency judgments for fair compensation awarded in judicial 
proceedings initiated when Indians reject the final appraisal figures 
for their lands. 

2. Removal and reestablishment of Indian cemeteries, monuments, 
and shrines. 

3. Relocation and reconstruction of the Crow Creek Agency, 
schools, hospitals, service buildings, agent’s and employees’ quarters, 
roads, and bridges. 

4. Expenses of the tribal council incurred in negotiations leading 
up to the making and ratification of the agreement embodied in the 
bill, but not to exceed $100,000. 

In addition, the bill gives the Indians the following privileges: 

1. The right to cut and remove timber, and to salvage any portion 
of improvements, including agency structures, without any deduction 
in the amount paid for the land. 

2. The right to reside on the land without charge after title has 
passed to the United States until the gates of the dam are closed. 
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3. The right to graze stock between the water level of the reservoir 
and the boundary of the taking area. 

4. The perpetual right of access to the taking area for hunting and 
fishing without charge. 

5. The right to acquire substitute lands, the titles thereto to be 
held by the United States in trust. 

The following amendments to the bill are recommended: 

1. On pages 1 and 2, revise section 1 to read in its entirety as 
follows: “in addition to the fair value of the lands or interests in lands 
belonging to the Indians of the Crow Creek Reservation that were 
acquired by the United States for the purposes of the Randall Dam 
and Reservoir project by condemnation in the case of United States v. 
Crow Creek Tribe of Sioux Indians et al. (Civil Action 844, S. D., 
covering 269.24 acres, and Civil Action 184, covering 9,148. 69 acres 
filed in the United States District Court for the District of South 
Dakota, central division, such Indians shall receive the additional 
payments and benefits provided for in this act.” 

Title to the lands in question is already vested in the United States 
pursuant to a condemnation action that is now pending in which a 
declaration of taking has been filed. The bill should recognize this 
fact, rather than purport to convey to the United States a title which 
the United States already has acquired. 

We believe that there is no need for a tribal referendum to deter- 
mine whether the Indians accept the provisions of the act since the 
title to the land has already been acquired by the Federal Government 
and the bill provides only for benefits in addition to fair compensation 
for the land. 

2. On pages 2 and 3, revise section 2 to read in its entirety as 
follows: 


“Sec. 2. (a) The Secretary of the Army shall pay out of funds ap- 
ssiaehned for the construction of the Randall project the sum of 
$ , representing indirect damages, which sum, together with 


the sums paid to the tribe and the members thereof as direct damages 
for the land acquired pursuant to the condemnation action referred to 
in section 1 of this Act, shall be in final aad complete settlement of all 
claims, rights, and demands of the tribe and its members arising out 
of the construction of Randall project. The sum appropriated as in- 
direct damages pursuant to this subsection and the sum payable to 
the tribe as direct damages pursuant to said condemnation action 
shall be deposited to the credit of the tribe in the Treasury of the 
United States, and shall draw interest at the rate of four percent per 
annum until expended. One-half of such sums shall be consolidated 
with the appropriations made pursuant to section 5 of this Act, and 
shall be spent in accordance with the provisions of section 5. Out of 
the remainder of such sums shall be paid the cost of moving dwellings 
and other buildings owned by Indians from the Fort Randall Reser- 
voir area. No part of such sums shall be used for per capita payments. 

“(b) The Secretary of the Army shall pay to the former owners of 
each tract of land acquired pursuant to the condemnation action re- 
ferred to in section 1 of this Act the difference, if any, between the 
appraised value of the tract by the Missouri River Basin investiga- 
tion staff, increased by 5 percent, and the compensation awarded by 
the court.” 

With respect to direct damages, the bill provides for the payment 
of $685,137.62. This Department and the Corps of Engineers 
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agreed, during the course of negotiation under Public Law 478, 83d 
Congress (68 Stat. 452), on an appraised value of $398,352.99. As 
required by Public Law 478, a report regarding those negotiations 
was submitted separately to the Congress. A payment of $420,000 is 
justified because of an estimated increase of approximately 5 percent 
in land values from November 1951, the date of the Missouri River 
Basin investigation appraisal of $398,352.99 and January 21, 1955, the 
filing date of the dec eatin of taking. 

With respect to indirect damages, the bill provides for the payment 
of $1,132,452. The Corps of Engineers offered during the negotia- 
tions under Public Law 478 to pay 25 percent of the appraised land 
values or $99,588.25, to cover moving and reestablishing costs. In- 
direct damages, however, include more than those costs, and have been 
estimated by the Missouri River Basin investigations staff of this 
Department at $840,025. That estimate is submitted without rec- 
ommendation regarding the dollar figures to be fixed by the Con- 
gress. The basis for the estimate is explained in detail in Report No. 
138, Damages to Indians of 5 Reservations From 3 Missouri River 
Reservoirs in North and South Dakota, copies of which were sub- 
mitted to the 83d Congress with our report on H. R. 2233 (Public Law 
776). The following figures, which are excerpts from table 1 of that 
report, show the comparisons between the Missouri River Basin 
investigations estimates of indirect damages and the amount allowed 
or proposed to be allowed by the Congress for the Cheyenne River, 
Crow Creek, and Lower Brule Reservations: 


1 











Type of damage Cheyenne | Crow Creek | Lower Brule 
River | 
iy a aie eae > 7. ek * } 
Cost of reestablishing homes, ranches, and economy---___---- $1, 531, 051 $138, 355 $102, 915 
Timber, wildlife, and wildlife product losses (in excess of | | 
appraised value of commercial timber) --.-..-.....-..------ 1, 664, 887 694, 750 472, 821 
Potential increase in value of irrigated land_.__........-...-.- 19, 370 if 6, 920 14, 460 
MAA Med er ieee) ge ase el ts h 13, 218, 308 | 1 840, 025 | 1 590, 196 
Payment authorized by Congress__........-_- Be ae ee eee 3, 134, 014 |_._- : = 
Payment proposed in pending legislation _____-..._..--- sant ones an 1, 132, 452 788, 904 





1 These totals omit an item in the MRBS report called “‘all other damages, mostly intangibles’ because 
that item is misnamed and is not in fact a damage item. It represents an adjustment factor designed to 
make the total figures comparable to those allowed by Congress for the Fort Berthold Indians. 


3. On page 3, line 20, delete “described in part II of this Act.” 
In view of the pending condemnation action, there is no need to de- 
scribe the taking area in part II of the act. 

4. On pages 3 and 4, delete section 4. The provisions of this section 
have already been carried out by the Corps of Engineers. 

5. On page 4, line 11, the figure $5,686,036 should be modified to 
reflect a congressional determination of the appropriate amount for 
rehabilitation purposes. For purposes of comparison, your attention 
is directed to the fact that Public Law 776, 83d Congress (68 Stat. 
1191), authorized an appropriation of $5,160,000 for the rehabilitation 
of members of the Cheyenne River Tribe who resided within the 
reservation, which amounted to approximately $2,250 per person. 
The pending bill authorizes an appropriation of $5,686,036 for the 
rehabilitation of members of the Crow Creek Sioux Tribe who reside 
either on or off the reservation, which amounts to approximately 
$5,000 per person. Both sums are in addition to sums authorized to 
be appropriated for indirect damages and for the value of tribal lands. 
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6. On page 4, line 15, delete “rehabilitation for’ and insert in leu 
thereof “developing individual and family plans, relocating, reestab- 
lishing, and providing other assistance designed to help improve the 
economic and social status of”. This change and the following one 
will more adequately state the purpose for which the rehabilitation 
fund may be used. 

7. On page 4, line 8, delete the comma and the remainder of the 
sentence that precedes the colon in line 24. 

8. On page 4, line 24, change the proviso to read as follows: ‘/’ro- 
vided, That such sum may be expended in accordance with plans 
approved by the Secretary of the Interior.” 

9. On page 5, line 4, after the colon insert “Provided further, That 
no part of such fund shall be used for per capita payments:” 

10. On page 5, lines 7 to 18, delete section 6. We understand that 
the mineral rights of the Indians were not included in the condemna- 
tion action referred to in section 1. 

11. On page 5, lines 21 to 22, delete, “, including agency struc- 
tures,’’. These structures already have been removed or salvaged. 

12. On page 6, delete section 8. The Federal Government should 
not be required to take the precautionary measures against hazards 
provided for in this section after the Indians have been paid for the 
area and have been granted the grazing rights and other benefits pro- 
posed in the bill. 

13. On page 7, line 6, the cross reference to section 7 creates an 
ambiguity that should be clarified. Although the preceding sentence 
recognizes the right of the United States to close the gates of the dam 
at any time, the cross reference to section 7 implies that the United 
States may be liable for loss of property and property damage caused 
by closing the gates within 9 months after the date of the act. The 
ambiguity would be removed by deleting the sentence beginning on 
line 4 

14. On page 7, line 12, delete “have the right’”’ and insert in lieu 
thereof “‘be given permission, without cost’’ 

On page 7, line 14, after “and the’ insert ‘boundary of the’, and 
delete ‘described in part II hereof’. 

On page 7, line 15, after “shall” insert ‘“‘be permitted to”’ 

On page 7, line 16, delete “the right of free” 

On page 7, line 17, delete “the right’’ and insert in lieu thereof 
‘“‘permission”’ 

The purpose of these changes is to make it clear that inasmuch as 
the Indians have been fully compensated the grazing privileges in- 
volved are privileges and not compensable rights. 

15. On pages 7 and 8, revise section 11 to read in its entirety as 
follows: 

“Sec. 11. For the purpose of providing substitute land for individual 
Indians whose land is within the taking area, and for the purpose of 
consolidating individual and tribal land holdings and eliminating 
fractionated heirship interests within the reservation, the Secretary 
of the Interior is authorized to purchase with funds made available by 
such individual Indians or by the Tribe, land or interests in land, and 
to sell tribal land upon request of the Tribe. The land selected by and 
purchased for individual Indians may be either inside or outside the 
boundaries of the Crow Creek Reservation as diminished. Title 
to any land or interest in land acquired within the boundaries of the 

H. Rept. 2086, 85-2——2 
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reservation shall be taken in the name of the United States in trust 
for the tribe or the individual Indian for whom the land is acquired, 
and title to any land or interest in land acquired outside the boundaries 
of the reservation shall be taken in the name of the individual for 
whom it is acquired. ‘Trust titles shall be subject to the laws and 
regulations applicable to other trust titles within the reservation.” 

This recommended revision would permit use of funds from any 
source to purchase land for the purpose of consolidating land holdings 
of the tribe and individual Indians. It would be of great assistance 
in eliminating fractionated heirship holdings, which are a serious 
problem, and in consolidating ownerships of farm and ranch units. 

16. On pages 10 and 11, delete section 15. The condemnation 
action that is now pending will afford any Indians who are dissatisfied 
with the appraisal value of their land an opportunity to litigate the 
issue in the court. 

17. On page 11, line 12, the sum of money specified should be 
modified to conform to the other changes in the bill. 

18. On page 11 and succeeding pages, delete part 2. The description 
of the lands acquired by the United States was contained in the 
condemnation action. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Rocer C. Ernst, 
Assistant Secretary of the Interior. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 21, 1958. 
Hon. Cuarz ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Drarv Me. Eneie: Your committee has requested reports on H. R. 
6204 and H. R. 7758, bills to provide for the acquisition of lands by 
the United States required for the reservoir created by the construc- 
tion of Randall Dam on the Missouri River and for rehabilitation of 
the Indians of the Crow Creek Sioux Reservation, S. Dak., and for 
other purposes. 

Our report on H. R. 6125, a bill with the same title, applies equally 
to H. R. 6204 and H. R. 7758, with minor adjustments of the page and 
line numbers referred to in the proposed amendments. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 
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DEPARTMENT OF THE APMY, 
Washington, D. C., May 15, 1957. 
Hon. Cuare ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dra. Mx». CHareman: Reference is made to your request of the 
Department of the Army with respect to H. R. 6125 and H. R. 6204, 
85th Congress, bills to provide for the acquisition of lands by the 
United States required for the reservoir created by the construction 
of Randall Dam on the Missouri River and for rehabilitation of the 
Indians of the Crow Creek Sioux Reservation, S. Dak., and for other 
purposes. 

The purpose of the bills is to effect a contract between the United 
States and the Sioux Indians of the Crew Creek Reservation in South 
Dakota for the acquisition of Indian lands of that reservation required 
for the construction, operation, and maintenance of the Fort Randall 
Dam and Reservoir, S. Dak. In addition to providing for the con- 
veyance of the land to the United States, the bill would authorize 
(1) the payment “‘as just compensation” of the sum of $1,817,589.62, 
of which $685,137.62 would be disbursed to the individual or tribal 
owners while the balance would be deposited to the credit of the tribe 
and draw interest at the rate of 4 percent per annum until expended; 
(2) the relocation and reestablishment of Indian cemeteries, tribal 
monuments, and shrines; (3) reconstruction of the Crow Creek Agency 
and other specified structures and facilities; (4) the rehabilitation of 
all members of the tribe and the relocation and reestablishment of 
those who reside on the lands being acquired for the Fort Randall 
project, and to deposit to the credit of the Indian tribe $5,686,036 to 
draw interest at the rate of 4 percent per annum until expended; 
(5) reservation of all mineral rights to the former owners subject to 
reasonable regulation required for the protection and use of the area 
for project purposes; (6) members of the Indian tribe to cut and 
remove timber and to salvage improvements, without charge, within 
9 months after enactment; (7) members of the tribe to remain on 
the land involved until the gates of the Randall Dam are closed for 
the impoundment of the water of the Missouri River; (8) the Indians 
to graze stock, after the gates are closed, on the land between the water 
level of the reservoir and the taking area, and have free access to the 
shoreline of the reservoir, including the right to hunt and fish subject 
“to regulations governing the corresponding use by other citizens of 
the United States’; (9) the Department of the Interior to render 
assistance to individual members of the tribe in acquiring relocation 
sites; (10) reimbursement of a sum not to exceed $100,000 for the 
expenses of the tribal council in this matter; and (11) any individual 
member of the tribe to reject the appraisal of his land, after which a 
proceeding may be instituted in the United States District Court of 
the District of South Dakota with the tribal council to deposit with 
the clerk of the court, from funds previously deposited to the credit 
of the tribe, the amount set out in the final appraisal. The bills 
further authorize an appropriation of $7,603,625.62 in addition to 
the amounts to be charged against the project. Miscellaneous pro- 
visions are included concerning protective measures to minimize live- 
stock losses and to preserve the integrity of related Indian legislation 
such as the Indian Reorganization Act of June 18, 1934 (48 Stat. 984). 
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The Department of the Army has considered the above-mentioned 
bill. Construction of the Fort Randall Dam and Reservoir project 
was authorized as part of the comprehensive plan for flood control 
and protection of the Missouri River Basin as provided by the Flood 
Control Act of December 22, 1944 (58 Stat. 887, 891). Section 3 of 
the authorization act provides authority of the Secretary of the Army 
to acquire lands necessary for the project. Construction progress of 
the Fort Randall Dam and Reservoir project made it necessary, in 
August 1953, to file condemnation proceedings for the acquisition of 
the land described in the bills under consideration. Funds in the 
amount of $375,612.94 were deposited in court as estimated just com- 
pensation. By the act of July 6, 1954 (68 Stat. 452) the Chief of 
Engineers, Department of the Army, and the Secretary of the Interior, 
jointly representing the United States, were authorized and directed 
to negotiate with the Sioux Indians of the Crow Creek Reservation, 
S. Dak., for the acquisition by the United States of 9,417.93 acres of 
land being substantially the 9,148.69 acres described in part 2 of 
H. R. 6125 and H. R. 6204. 

While no additional authorization was required for the acquisition 
of land, it was considered possible that the act of July 6, 1954, might 
produce an acceptable basis for a contract since it included authority 
to consider, in addition to just compensation, the “costs of relocating 
the tribe and its members * * * in a manner that will reestablish 
and protect their economic, social, religious, and community life.” 
Inasmuch as the negotiation of an overall contract would permit 
settlement of the pending condemnation proceedings, the Attorney 
General was requested to withhold further action in these proceedings 
pending an attempt to find a mutually acceptable basis for acquisition. 
Appraisals prepared by the Missouri River Basin investigations proj- 
ect, Bureau of Indian Affairs, Department of the Interior, reflecting 
values totaling $399,312.94, were reviewed and adopted as the basis 
for the negotiations with representatives of the Indian tribe. Negoti- 
ations under the act of July 6, 1954, proved unsuccessful, as indicated 
in report to your committee submitted by the United States Army 
Chief of Engineers on April 25, 1955. 

Following the unsuccessful negotiations, the Department of the 
Army, with the concurrence of the Department of the Interior, re- 
quested the Department of Justice to proceed with the condemnation 
proceedings in view of section 7 of the July 6, 1954 act, which stated 
that that act was not to be construed to restrict completion of the 
Fort Randall Dam project. 

On January 21, 1955, a declaration of taking was filed vesting in the 
United States title to the lands involved, including all of those de- 
scribed in H. R. 6125 and H. R. 6204, subject to a reservation to the 
Indians of oil and gas rights, subordinate only to the right of use by 
the United States for the construction, operation, and maintenance 
of the Fort Randall Dam and Reservoir project in accordance with 
regulations to be prescribed by the Corps of Engineers. With the 
filing of the declaration of taking, there was deposited into the registry 
of the court the additional sum of $23,700 based on the above-men- 
tioned appraisal prepared by the Missouri River Basin investigations 
project staff making the estimated just compensation on deposit 
$399,312.94. Thereafter, the court entered an order on March 22, 
1955 authorizing the disbursement of $365,077.99 through the Bureau 
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of Indian Affairs for the benefit of the Indian owners. The issue of 
just compensation has not been tried and no determination has been 
made as to the amount to be paid to the Indians. 

However, the payments requested by the Indians for relocation and 
rehabilitation will not be considered in the pending proceedings since 
the courts, including the Supreme Court of the United States, have 
uniformly held that just compensation equals “market value’’ of the 
interest taken. This is generally defined as the amount that would 
probably be paid for the property as between a willing seller, not 
compelled to sell, and a willing buyer, not compelled to buy. There 
is no provision in this concept for the evaluation of indirect or conse- 
quential damage. Likewise, it has always been considered to be a 
strictly judicial function to determine what constitutes “just com- 
pensation”’ as guaranteed by the fifth amendment of the Constitution 
of the United States for the taking of private property for public use. 

For these reasons it is considered that H. R. 6125 and H. R. 6204 
should, in any event, be amended firstly to recognize that title to the 
lands involved is already vested in the United States and, secondly, 
to delete any reference to the payment to be made under the bills as 
constituting just compensation. To effectuate these objectives, it is 
recommended that, if the committee favorably considers additional 
payments to the Indians of the Crow Creek Sioux Reservation, S. Dak. 
the bills be amended as follows: 

(a) The title be revised to indicate its limited scope by substituting 
the following: ‘To provide for additional payments to, and for the 
rehabilitation of, the Indians of the Crow Creek Sioux Reservation, 
S. Dak., whose lands have been acquired for the Fort Randall Dam 
and Reservoir project, South Dakota, and for other purposes.”’ 

(6) That section 1, which purports to effect the conveyance, section 
6, which would reserve mineral rights to the former owners, and sec- 
tion 15, which would preserve the right of individual members to have 
the issue of just compensation determined in the United States Dis- 
trict Court, be deleted. 

(c) That section 2, which would establish the amount to be paid as 
‘Just compensation,’ be modified to indicate the amount, if any, 
determined to be paid to the Indians of the Crow Creek Sioux Reser- 
vation in addition to the amount paid or to be paid in the pending 
condemnation proceedings. In this connection it is recommended that 
a maximum limitation be retained on the total amount to be paid. 

(d) That part 2 of the bills, containing a description of a portion of 
the area actually acquired, be deleted since the land has been acquired 
and an accurate description is, therefore, unnecessary in any legislation 
for additional payments. 

It is further recommended that the following amendments be made 
to properly reflect the factual conditions existing at this time: 

(a) That section 3, which would authorize the relocation at Gov- 
ernment expense of Indian cemeteries, tribal monuments and shrines, 
be deleted as there were no Indian cemeteries, tribal monuments or 
shrines within the area involved in these bills. 

(6) That section 4, which provides for the reconstruction of the 
Crow Creek Agency, schools, hospitals, service buildings, and other 
facilities, be deleted since the agency at the Crow Creek Sioux Reser- 
vation has been relocated and will not be further affected by the Fort 
Randall Dam and Reservoir project. 
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(c) That section 7, which would give the Indian tribe 9 months 
within which to remove timber and to salvage improvements, and 
section 9, which would authorize members of the tribe to continue 
residing in the area without charge until the gates of the Randall 
Dam are closed, be revised in recognition of the fact that the gates 
of the Randall Dam have been closed and that it was necessary to 
require the removal of the improvements as the waters rose within 
the reservoir. 

That section 10, which would authorize the continuing right 
of the Indians to graze stock after the gates have been closed, be 
amended by deleting the language in lines 10 and 11 of page 7 reading: 
“After the Randall Dam gates are closed and the waters of the Mis- 
souri River impounded”’ and by deleting the words ‘and the taking 
area described in part I] hereof” appearing in line 14, page 7 and 
substituting for the latter provision ‘“‘and the lands acquired from the 
Indian tribe or its members.”’ 

The Department of the Army believes that the Secretary of the 
Interior is in a better position to advise the committee concerning 
those portions of the bills that would (1) provide for the Indians funds 
in addition to the estimated just compensation, and (2) make _pro- 
vision for the rehabilitation of members of the Crow Creek Sioux 
Reservation without regard to whether or not they are or have been 
displaced by the Fort Randall Dam and Reservoir project. 

The Secretary of the Army is aware, however, that “just compen- 
sation”? as determined by the courts very often does not fully com- 
pensate owners and tenants for all of their losses, some of which are 
intangible and, therefore, not susceptible of determination without 
indulging in speculation. However, these factors are found in all 
governmental acquisitions and are not peculiar to the Indian land 
cases. The courts have also recognized that while just compensation 
has been defined as the value of the interest taken, it does not neces- 
sarily establish the value that a piece of property may have to the 
owner. 

Congress, in recognition of the added calculable expenses of persons 
dislocated by public -works projects of the Department of the Army 
authorized, by section 401b of the act of July 14, 1952, as amended 
(66 Stat. 606, 624; 69 Stat. 352), the reimbursement of affected owners 
and tenants for their moving expenses not to exceed 25 percent of the 
fair value of the land involved. However, the Crow Creek Sioux 
negotiators rejected this limitation on the amount proposed to be 
paid for moving costs in the contract contemplated by the act of 
July 6,1954. Since the act of July 14, 1952, provides that applications 
for reimbursement of moving expenses must be filed within 1 year 
from the date of acquisition of the property, the time to file expired 
January 20, 1956. 

If the payment of additional sums to the Indian tribe in connection 
with either the relocation or rehabilitation of its members is favorably 
considered, it is recommended that sections 2 and 5 be further amended 
to provide that the funds established shall be administered by the 
Secretary of the Interior and all payments be made by him. 

The fiscal effect of this measure is difficult for the Department of 
the Army to evaluate. However, section 2 would authorize payment 
of $1,418,276.68 more than the just compensation estimated by the 
Departme nt of the Army, based on the appraisals of the Missouri 
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River Basin investigations project staff of the Department of the 
Interior, plus rehabilitation payments in the amount of $5,686,036, 
reimbursement for expenses in the amount of $100,000, and other 
direct and indirect undetermined costs of benefits conferred as rights 
that would be granted to the Indian tribe. 

Although time does not permit the submission of this report to 
Bureau of the Budget, the Barada of the Budget advised on 5S. 952, 
84th Congress, a similar bill, that there was no objection to the sub- 
mission of a similar report, and that the Bureau of the Budget would 
interpose no objection to the enactment of H. R. 6125 and H. R. 6204, 
if the bills were amended to conform to the recommendations made in 
the report of the Secretary of the Interior, and if the amounts of the 
monetary awards are reduced to generally conform to the amounts 
awarded the Indians of the Cheyenne River Sioux Reservation under 
the act of September 3, 1954 (68 Stat. 1191, Public Law 776, 83d 
Cong.). 

Sincerely yours, 
Witper M. Brucker, 
Secretary of the Army. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 17, 1958. 
Hon. James A. HA.ey, 
Chairman, Subcommittee on Indian Affairs, 
Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Hatey: At the conclusion of your last hearings on H. R. 
10786 and H. R. 6074 you indicated that a committee print of each 
bill would be prepared showing the changes recommended by the 
tribes and by this Department. 

In order to facilitate the preparation of the committee prints, there 
are enclosed redrafts of each bill which include all of the amendments 
heretofore proposed by the tribes and by this Department. Some 
editing of the language has been done in the interest of clarity, but 
the substance of the prior recommendations has not been changed. 

These identical redrafts were submitted to the tribes and their 
attorney, Mr. Sharpe, for review and we are informed that the 
redrafts are entirely satisfactory to the tribes. 

Your attention is directed to the following points: 

1. We understand that the tribes and the Department of Justice 
have not yet agreed on the amount by which the Missouri River 
Basin investigation appraisals should be increased to reflect increases 
in values that occurred after the appraisals were made. If Congress 
decides to fix such amount it would be preferable to do so by a 
percentage figure rather than by a dollar figure in order to simplify 
the procedure of identifying the value of each separate tract. 

2. The tribes and this Department propose different language for 
the last phrase in section 6. 

3. The tribes propose a new section with respect to tax exemptions 
that is quite broad. While we have not previously commented on the 
language, we have no objection to it. 

4. The Department of the Army has participated in the preparation 
of the materials requested by the subcommittee in connection with the 
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Standing Rock bill (H. R. 6075), and some of its comments on those 
materials would be applicable here. See in particular its reeommenda- 
tion (a) that any payment in excess of just compensation not be identi- 
fied as a payment for indirect damages, and (6) that any payment in 
excess of just compensation not be charged to the project. If either of 
these recommendations should be adopted for Standing Rock, a con- 
sistent approach should be taken on H. R. 10786 and H. R. 6074. 
Sincerely yours, 
Rocer C. Ernst, 
Assistant Secretary of the Interior. 


SuGGEstepD Reprart or H. R. 10786 


A BILL To provide for the acquisition of lands by the United States required for 
the reservoir created by the construction of Randall Dam on the Missouri 
River so far as it affects the Crow Creek Sioux Reservation, South Dakota, 
and for other purposes 


Be it enacted by the Senate and House of Representative s of the United 

States of America in Congress assembled, That in addition to the fair 
value of the lands or interests in lands be longing to the Indians of the 

Crow Creek Reservation that were acquireé ed by the United States for 
the purposes of the Randall Dam and Reservoir project by condemna- 
tion in the case of United States v. Crow Creek Tribe of Sioux Indians 
et al., Civil Action 844, covering 269.24 acres, and Civil Action 184, 
covering 9,148.69 acres filed in the United States District Court for 
the District of South Dakota, Central Division, such Indians shall 
receive the additional payments and benefits provided for in this Act. 

Sec. 2. (a) The Secretary of the Army shall pay out of funds appro- 
priated for the construction of the Randall project the sum of $ 
representing indirect damages, which sum, together with the sums paid 
to the tribe and the members thereof as direct damages for the land 
acquired pursuant to the condemnation actions referred to in section 1 
of this Act, shall be in final and complete settlement of all claims, 
rights, and demands of the tribe and its members arising out of the 
construction of the Randall project. The sum appropriated as in- 
direct damages pursuant to this subsection and the sum payable to 
the tribe as direct damages pursuant to said condemnation action 
shall be deposited to the credit of the tribe in the Treasury of the 
United States, and shall draw interest at the rate of four percent per 
annum until expended. Out of such sums shall be paid the cost of 
moving dwellings and other buildings owned by Indians from the 
Randall project ares 

(b) The Secretary of the Army shall pay to the former owners of 
the land acquired pursuant to the condemnation actions referred to 
in section 1 of this Act the difference, if any, between the appraised 
value of the land by the Missouri River Basin Investigation staff, 
increased by $ , and the compensation awarded by the court. 
The distribution of such payment shall be on the basis of a percentage 
of the amounts shown for each tract and ownership on the Missouri 
River Basin Investigation staff appraisal. 

Sec. 3. The Secretary of the Army, out of funds appropriated for 
the construction of the Randall project, and not from funds provided 
by this Act, shall relocate and reestablish such Indian cemeteries, 
tribal monuments, and shrines within the area taken by the condemna- 
tion actions referred to in section 1 of this Act as the tribal council of 
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the tribe shall select and designate, with the approval of the Secretary 
of the Interior. 

Sec. 4. All of the right, title, and interest of the United States in 
the minerals that were acquired by the United States in the condem- 
nation action referred to in section 1 of this Act are hereby reconveyed 
to the former owners from whom they were acquired by the United 
States, but the extraction and use of such minerals shall be subject 
to regulations of the Chief of Engineers, United States Army, for the 
protection of the Randall project. 

Sxc. 5. Up to 60 days before the individual landowners are required 
to vacate the land, they shall have the right without charge to cut and 
remove all timber from their respective lands and to salvage the 
improvements on their respective lands, but if said rights are waived 
or not exercised within the time limit specified the tribe, through the 
tribal council, may exercise the right: Provided, That the salvage 
permitted by this section shall not be construed to be double compen- 
sation. 

Sec. 6. After the Randall Dam gates are closed and the waters of 
the Missouri River impounded, the said Indian tribe and the members 
thereof shall be given permission, without cost, to graze stock on the 
land between the water level of the reservoir and the boundary of the 
taking area. The said tribal council and the members of said Indian 
tribe shall be permitted to have, without cost, access to the shoreline 
of the reservoir including permission to hunt and fish in and on the 
aforesaid shoreline and reservoir, subject, however, to regulations 
*voverning the corresponding use by other citizens of the United 
States. * 

Sec. 7. For the purposes of (1) providing substitute land for individ- 
ual Indians whose land is within the taking area, (2) consolidating 
land holdings, and (3) eliminating fractionated heirship interests 
within the reservation, the Secretary of the Interior is authorized to 

urchase, with funds made available by such individual Indians or 
i the tribe, land or etinrest in land, and to sell tribal land upon 
request of the tribe, but no service charge shall be made by the United 
States. The land selected by and purchased for individual Indians 
may be either inside or outside the boundaries of the reservation as 
diminished. ‘Title to any land or interests in land acquired within 
the boundaries of the reservation shall be taken in the name of the 
United States in trust for the tribe or the individual Indian for whom 
the land is acquired, and title to any land or interests in land acquired 
outside the boundaries of the reservation shall be taken in the name 
of the individual for whom it is acquired. Trust titles shall be subject 
to the laws and regulations applicable to other trust titles within the 
reservation. 

For the purposes of this section, the Secretary of the Interior is also 
authorized to partition or sell individually owned land in which all 
interests are in a trust or restricted status upon request of the owners 
of a 51 percent interest in the land. Any such sale shall be by com- 
petitive bid, except that with the concurrence of the owners of a 51 
percent interest in the land, any owner of an interest in the land, or 
the tribe, if the land is within the reservation, shall have the right to 

*The tribe wants the language between * and * to read “agreed on by the tribal council and the Chief of 


Engineers, United States Army”. That language would leave hunting and fishing unregulated in the event 
of a failure to agree on regulations. 
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purchase the land within a reasonable time fixed by the Secretar 
prior to a competitive sale at not less than its appraised value. If 
more than one preference right is exercised, the sale shall be by com- 
petitive bid limited to the tribe and to the persons entitled to a pref- 
erence. The Secretary of the Interior may represent for the purpose 
of this paragraph any Indian owner who is a minor, or who is non 
compos mentis and, after giving reasonable notice of the proposed 
sale by publication, may represent an Indian owner who cannot be 
located, and he may execute any title documents necessary to convey 
a marketable and recordable title. 

Nothing in this section shall be construed to diminish the authority 
" “ait sell, or exchange land that is contained in other provisions 
of law. 

Sec. 8. No part of any expenditure made by the United States 
under any or all of the provisions of this agreement and the sub- 
sequent acts of ratification shall be charged as an offset or counter- 
claim against any tribal claim which has arisen under any treaty, 
law, or Executive order of the United States prior to the effective 
date of taking of said land as provided for in section 1 hereof and the 
payment of Sioux benefits as provided for in section 17 of the said Act 
of March 2, 1889 (25 Stat. 888), as amended, shall be continued under 
the provision of section 14 of the Indian Reorganization Act of June 
18, 1934 (48 Stat. 984), on the basis now in operation without regard 
to the loss of tribal land within the taking area under the provisions 
of this Act. 

Suc. 9. The Secretary of the Treasury, upon certification by the 
Secretary of the Interior, shall reimburse the tribe for fees and expenses 
incurred in connection with the taking of tribal and individual Indian 
lands for the Randall project: Provided, That such reimbursable fees 
and expenses do not exceed in the aggregate $100,000, of which not 
more than $50,000 shall be reimbursable as attorney fees. 

Sec. 10. There is hereby authorized to be appropriated such sums 
as may be necessary for the purposes of this Act. 

Src. 11. All funds paid to the tribe and the members thereof, either 
pursuant to this Act or pursuant to the condemnation action referred 
to in section 1 of this Act, as direct or indirect damages for the lands 
acquired by the United States shall be exempt from all forms of State 
and Federal taxation. All personal property belonging to the tribe 
or members of the tribe that is located on or produced from the trust 
or restricted land within the reservation and all income therefrom 
shall be exempt from all forms of State and Federal taxes as long as 
the land remains in a trust or restricted status. 
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DEPARTMENT OF THE ARMY ANALYSIS OF DEPARTMENT OF THE 
INTERIOR AND TRIBAL Reprart oF H. R. 10786, 85rH Conergss, 
A Brit To Proving For THE ACQUISITION OF LANDS BY THE UNITED 
States REQUIRED FOR THE ReseRVOIR CREATED BY THE CoON- 
STRUCTION OF RANDALL Dam on THE Missouri RIVER 8O FAR AS 
Ir Arrects THE Crow Creek Sioux Resprvation, Sourn Da- 
KOTA, AND FOR OTHER PURPOSES 


Although the redraft seeks to recognize that the United States has 
previously acquired title to the property involved, there has been no 
change in the title of the bill. As indicated in the departmental 
report of April 21, 1958, it is recommended that the title be deleted 
and that there be substituted the following: 

“To provide for additional payments to the Indians of the Crow 
Creek Sioux Reservation, South Dakota, whose lands have been 
acquired for the Fort Randall Dam and Reservoir project, South 
Dakota, and for other purposes.” 

After sections 1 and 2, insert: 


“For THE DEPARTMENT OF THE ARMY: 


“The Department of the Army recommends deletion of both sec- 
tions 1 and 2 above and the substitution of the following as section 1: 

““*That the Secretary of the Treasury is authorized and directed to 
pay to the tribal council of the Crow Creek Sioux Reservation, South 
Dakota, for itself and for the benefit of members of the tribe, out of 
any money in the Treasury not otherwise appropriated, in settlement 
of all claims, rights, and demands of said tribe and its members 
arising out of the construction of the Fort Randall Dam and Reservoir 
project, an amount equal to the difference between $_-_-----~- and 
the sum paid for the taking of lands in condemnation proceedings 
entitled ‘‘United States of America, Plaintiff v. 9,148.69 acres of land 
ete. and Crow Creek Tribe of Sioux Indians et al., Defendants’, 
Civil No. 184, and ‘‘United States of America, Plaintiff v. 365.62 acres 
of land etc. and State of South Dakota et al., Defendants’’, Civil No. 
844, both filed in the United States District Court for the District of 
South Dakota.’ 

“(Norr.—If the total amount set forth in H. R. 10786 is used as a 
basis for determining the amount to be paid over and above the 
estimate of just compensation developed by this Department, the 
amount to be inserted in the blank space above would be $2,105,520.55 
with additional sum authorized by statute $1,706,207.61.)” 

1. It is submitted that the proposed amendment has the advantage 
of establishing a total amount to be paid and that it thereafter makes 
no difference whether there is a trial or stipulated settlement in the 
pending condemnation proceedings. Under the tribal and Depart- 
ment of the Interior proposal, it would be necessary first to either 
settle the pending proceedings, or know how much has been awarded 
in the condemnation proceedings, before filling in the amount of the 
second phase of added compensation. 

2. In addition section 2 would set up separately a sum representing 
“indirect damages,’ which, being indefinite and intangible, are not 
susceptible of accurate determination. Since so-called indirect dam- 
ages are found to some degree in all governmental acquisitions, the 
Department of the Army believes it would be in the national interest 
that, if the committee favorably considers payments to the Indians 
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over and above just compensation, they should not be characterized 
as being for any particular item and should be in satisfaction of all 
claims that the tribe and the individual Indians involved may have 
in connection with the taking of any of their lands for the project. 

After section 3 insert: 

“(Nots.—The Department of the Army agrees in the objective of 
this section but states that it is unnecessary and therefore should be 
deleted, as the relocations contemplated have been accomplished. )’’ 

After section 4 insert: 


“For THE DEPARTMENT OF THE ARMY: 


“Oil and gas rights were reserved to the Indians in the condemna- 
tion proceedings, subordinate only to the right of use, by the United 
States as required by the Fort Randall Dam and Reservoir project, 
which is the same reservation allowed to any other owners whose prop- 
erty was acquired for the project. 

“Should the committee determine it to be in the public interest’for 
the Indians to possess all mineral rights instead of oil and gas alone, 
there must be a revestment of mineral rights previously taken in the 
condemnation proceedings and the Department of the Army suggests 
that, instead of accomplishing a reconveyance by the Act, the legisla- 
tion authorize the revestment as follows: 

“The Secretary of the Army shall revest or cause to be revested 
in the former owner all of the right, title, and interest of the United 
States in minerals acquired through the condemnation proceedings 
referred to in section 1 of this Act; but the exploration, exploitation, 
and development of the minerals, including oil and gas, shall be subject 
to all reasonable regulations which may be imposed by the Secretary 
of the Army for the protection of the Fort Randall Dam and Reservoir 
project.’ 

“(Nore.—To the extent that the same principle is involved, the 
above recommended language is identical with the language agreed 
upon among the Standing Rock Sioux Tribe, the Department of the 
Interior, and the Department of the Army in connection with the 
proposed amendments to H. R. 6075, Amendment No. 10, page 6 of 
Committee Print No. 21—A.)” 

After section 5, insert: 


“For THE DEPARTMENT OF THE ARMY: 


“The landowners involved have heretofore vacated the land and, 
the Department of the Army believes, removed such improvements 
and timber as they desired. If the committee favorably approves 
the principle of allowing the Indians to retain timber and salvaged 
improvements without payment therefor, and to allow further removal 
of timber consistent with project progress, it is suggested that the 
section be revised to read: 

“Sec. 5. Individual former owners shall have the right, without 
charge, prior to September 30, 1958, to cut and remove al timber and 
salvage any remaining improv ements on the respective lands acquired 
from them under condemnation proceedings referred to in section 1 
hereof; but if said rights are waived or not exercised by September 
30, 1958, the tribe, through the tribal council, may, prior to January 
Ly 1959, exercise the rights. The Secretary of the Army shall permit 
the individual Indians and the tribe to retain timber and improve- 
ments previously removed from the lands acquired in the aforemen- 
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tioned condemnation proceedings without charge therefor: Provided, 
That the salvage previously accomplished or permitted by this section 
shall not be construed to be double compensation.’ ”’ 

After section 6 insert: 


‘For THE DEPARTMENT OF THE ARMY: 


“While the Department of the Army has not acquired any lands 
for the Big Bend Dam and Reservoir project, South Dakota, it is 
possible that the privileges proposed to be granted by this section 
might involve lands of the Big Bend project. If the committee 
determines it to be in the public interest to permit grazing, hunting, 
and fishing by the Indians, the Department of the Army would have 
no objection to the langua e proposed by the Department of the 
Interior if the section is modified to assure that there is no claim for 
future interference with or limitation of grazing, hunting, and fishing 
by reason of the Big Bend Dam and Reservoir. To accomplish this 
it is suggested that the following be added to section 6: ‘Provided, 
however, That the permission granted by this section shall not be 
construed to create any right which, if interfered with or limited as 
required by an walliarual flood control project, would entitle the 
tribe or its members to compensation therefor.’ ”’ 

After section 7, insert ‘“The Department of the Army has no com- 
ment on this section.” 

After section 8, insert “The Department of the Army has no com- 
ment on this section.” 

After section 9, insert “The Department of the Army agrees in the 
language but expresses no view as to the dollar figures.” 

After section 10, insert ‘““The Department of the Army agrees.” 

After section 11, insert ““The Department of the Army has no com- 
ment on this section.” 

The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 12670. 

Oo 
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AUTHORIZING CIVILIAN PERSONNEL OF THE DEPART- 
MENT OF DEFENSE TO CARRY FIREARMS 


Juuty 1, 1958.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Becker, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 11700] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 11700) to authorize civilian personnel of the Department of 
Defense and certain personnel of the National Advisory Committee 
for Aeronautics to carry firearms, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendments are as follows: 

On page 2, strike all of section 2. 

Amend the title so as to read: 

A bill to authorize civilian personnel of the Department 
of Defense to carry firearms. 


EXPLANATION OF THE AMENDMENTS 


Section 2 of the bill which was stricken by the committee would 
contain authority for officers and employees of the National Advisory 
Committee for Aeronautics to carry firearms or other appropriate 
weapons. The authority sought by section 2 is now contained in 
other pending legislation and is, therefore, unnecessary. This also 
explains the change in the title of the bill. 


AMENDING LEGISLATION 


This bill amends existing legislation. 








2 AUTHORIZE DEFENSE PERSONNEL TO CARRY FIREARMS 


PURPOSE OF THE BILL 


The purpose of this proposal is to authorize the carrying of firearms 
or other appropriate weapons by civilian personnel of the Department 
of Defense. “Department of Defense,” as used in this proposal, has 
the same meaning as that contained in title 10, United States Code, 
section 101 (5). The carrying of firearms would be authorized for 
those persons who are engaged in investigative duties or for carriers of 
classified information. 


BACKGROUND OF THE BILL 
Existing authority 

Limited numbers of authorized civilian personnel of the Depart- 
ment of Defense, specially trained and properly designated, have the 
duty of conducting investigations within the jurisdiction of the De- 
partment of Defense in such fields as espionage, sabotage, and sub- 
version. Investigations also are made in connection with major 
violations of the Uniform Code of Military Justice, such as murder, 
manslaughter, rape, larceny, robbery, perjury, mayhem, sodomy, 
arson, mutiny, sedition, extortion, burglary, and certain conduct 
punishable under articles 133 and 134 of the Uniform Code of Military 
Justice, such as smuggling, trafficking in narcotics, black market 
activities, and violations of customs, postal, and currency regulations. 


Felonies 

Most of the offenses cited above are felonies which are frequently 
committed by desperate and dangerous persons. Agents come into 
direct contact with such persons in the course of these investigations 
and are often exposed to considerable personal risk. Although they 
are thoroughly trained in the use of firearms, they are not specifically 
authorized by law to carry them. The proposed legislation would 
afford to these agents, under secretarial regulations, the reasonable pro- 
tection of firearms which is now provided for agents in other branches 
of the Government who have similar duties (18 U.S. C. 3050, Bureau 
of Prisons: 3052, FBI: 3053, United States marshals). 
Military personnel 

The historic right of military personnel, whether in uniform or 
civilian clothing, to carry firearms when authorized by competent 
authority is too well settled to be a cause of concern. The chance 
that they will be challenged in exercising this right is so remote that 
it is not deemed necessary or advisable to include military personnel 
in this proposal. 


Need to remove doubt 


It is also felt that civilian personnel in the Department of Defense 
have implied administrative authority to carry firearms where there is 
reasonable necessity therefor in the performance of official duties. 
The protection of clear legislation is desirable, however, to avoid 
misunderstandings with local State law enforcement agents. It 
might be pointed out that similar clarifying legislation has been 
enacted not only in the case of the Department of Justice, but also 
as to certain agents of the Departments of State oo Law 104, 
84th Cong.; 69 Stat. 188) and Treasury (18 U.S. C. 3056) 





NITE 


DEPOSITED BY THE 
ED STA @pHoRWE DEFENSE PERSONNEL TO CARRY FIREARMS 3 


FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 


COMMITTEE POSITION 


The Armed Services Committee recommends that this measure be 
enacted into law in order to provide clear and unequivocal authority 
for civilian employees of the Department of Defense to carry firearms 
under conditions where such is deemed necessary. The vote of the 
committee was unanimous. 


DEPARTMENTAL DATA 


This measure is a part of the legislative program of the Department 
of Defense as is evidenced by letter dated February 5, 1958, from 
Secretary of Defense Neil McElroy. which letter is set out below and 
made a part of this report. 


Tue SEcRETARY OF DEFENSE, 
Washington, February 5, 1958. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is enclosed a draft of proposed legis- 
lation to authorize civilian personnel of the Department of Defense 
and certain personnel of the National Advisory Committee for Aero- 
nautics to carry firearms. 

This proposal is part of the Department of Defense legislative 
program for 1958 and the Bureau of the Budget has advised that 
there would be no objection to the presentation of this proposal for 
the consideration of the Congress. The Department of the Navy 
has been designated as the representative of the Department of 
Defense for this proposal. It is recommended that it be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposal is to authorize the carrying of firearms 
or other appropriate weapons by civilian personnel of the Department 
of Defense and officers and employees of the National Advisory 
Committee for Aeronautics. ‘‘Department of Defense,” as used in 
this proposal, has the same meaning as that contained in title 10, 
United States Code, section 101 (5). The carrying of firearms would 
be authorized for those persons who are engaged in investigative duties 
or for carriers of classified information. 

Limited numbers of authorized civilian personnel of the Depart- 
ment of Defense, specially trained and properly designated, have 
the duty of conducting investigations within the jurisdiction of the 
Department of Defense in such fields as espionage, sabotage, and 
subversion. Investigations also are made in connection with major 
violations of the Uniform Code of Militar y Justice, such as murder, 
manslaughter, rape, larceny, robbery, perjury, mayhem, sodomy, 
arson, mutiny, sedition, extortion, burglary, and certain conduct 
punishable under articles 133 and 134 of the Uniform Code of Military 
Justice, such as smuggling, trafficking in narcotics, black market 
activities, and violations of customs, postal, and currency regulations. 
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Most of the offenses cited above are felonies which are frequently 
committed by desperate and dangerous persons. Agents come into 
direct contact with such persons in the course of these investigations 
and are often exposed to considerable personal risk. Although they 
are thoroughly trained in the use of firearms, they are not specifically 
authorized by law to carry them. The proposed legislation would 
afford to these agents, under secretarial regulations, the reasonable 
protection of firearms which is now provided for agents in other 
branches of the Government who have similar duties (18 U. S. C. 
3050, Bureau of Prisons; 3052, FBI; 3053, United States marshals). 

The historic right of military personnel, whether in uniform or 
civilian clothing, to carry firearms when authorized by competent 
authority is too well settled to be a cause of concern. The chance 
that they will be challenged in exercising this right is so remote that 
it is not deemed necessary or advisable to include military personnel 
in this proposal. 

It is also felt that civilian personnel in the Department of Defense 
have implied administrative authority to carry asain where there 
is reasonable necessity therefor in the performance of official duties. 
The protection of clear legislation is desirable, however, to avoid 
misunderstandings with local State law enforcement agents. It might 
be pointed out that similar clarifying legislation has been enacted 
not only in the case of the Department of Justice, but also as to certain 
agents of the Departments of State (Public Law 104, 84th Cong.; 69 
Stat. 188) and Treasury (18 U.S. C. 3056). 

The National Advisory Committee for Aeronautics desires the 
clarification of authority for the carrying of firearms in order to dispel 
any question of the propriety of arming security guards who protect 
NACA property at various aeronautical research centers. NACA 
further has the need to arm couriers carrying highly classified infor- 
mation. Section 2 of the proposed legislation would confer on NACA 
the authority to arm such persons. 


COST AND BUDGET DATA 


Enactment of this proposed legislation would cause no increase in 
budgetary requirements of the Department of Defense. 
Sincerely yours, 


SUMMARY 


This bill would authorize certain civilian personnel of the Depart- 
ment of Defense to carry firearms. 

The bill is sponsored by the Department of Defense and has the 
approval of the Bureau of the Budget. 

It does not involve the expenditure of any Federal funds. 

The Armed Services Committee recommends that this measure 
be enacted into law. 

The vote of the committee was unanimous. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in ifalic; existing 
law in which no change is proposed is shown in roman): 


TITLE 10, UNITED STATES CODE 


SusTitLE A—GENERAL Miuitary Law 
*K * ox < tk 


CHAPTER 81.—CIVILIAN EMPLOYEES 


+ * * * *x x * 
Sec. 


1584. Laws relating to employment of non-citizens: not applicable to research 
and development activities. 


1585. Carrying of firearms. 
* * 
2001. Reserve components. 


* * * * x * * 


§ 1584. Laws relating to employment of non-citizens: not applicable 
to research and development activities 

Laws prohibiting the employment of, or payment of compensation 
or expenses to, a person who is not a citizen of the United States do 
not apply to any expert, scientist, technician, or professional person 
whose employment in connection with the research and development 
activities of a military department is determined to be necessary by 
the Secretary of that department. 


§ 1585. Carrying of firearms 

Under regulations to be prescribed by the Secretary of Defense, civilian 
officers and employees of the Department of Defense may carry firearms or 
other appropriate weapons while assigned investigative duties or such other 
duties as the Secretary may prescribe. 


* * * * 


§ 2001. Reserve components 


As prescribed by the Secretary concerned, each reserve component 
except the Army National Guard of the United States and the Air 
National Guard of the United States shall be divided into training 
categories according to the kinds and degrees of training, includin 
the number and duration of drills or equivalent duties to be com leted 


in stated periods. The designation of training categories shall be the 
same for all armed forces and the same within the Ready Reserve and 


the Standy Reserve. 


O 
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AUTHORIZING THE CONVEYANCE OF CERTAIN LANDS 
TO THE STATE OF FLORIDA 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Duruam, from)jthe Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 9932] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 9932) to provide for the conveyance of certain land of the 
United States to the State Board of Education of the State of Florida, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

On page 1, line 7, insert a period after the word “Act’”’ and strike 
the rest of that section, inserting in lieu thereof the following: 


The deed effecting the conveyance authorized by this 
section shall provide— 

(a) that the State Board of Education of the State of 
Florida agrees to use the property only for recreational 
camp or other public purposes and in the event that such 
lands cease to be used for such purposes, all right, title, 
and interest therein shall immediately revert to and 
revest in the United States; 

(b) that during any state of war or national emer- 
gency and for six months thereafter, if the Secretary of 
Defense determines that such lands are useful or neces- 
sary for national defense purposes the United States 
may, without payment therefor, reenter such lands and 
use all or any part thereof (including improvements 
thereon), but upon the termination of such use such 
lands shall revert to the State of Florida; 

(c) that no structure, the height of which is in excess 
of 75 feet above the low water level, shall be constructed 
upon the property; 
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(d) that the State of Florida shall waive any and all 
claim for damages which may result to the property 
from Air Force operations. 


EXPLANATION OF THE AMENDMENTS 


The purpose of the amendments is to insert in the bill language 
protective of the interests of the United States. Insertion of protec- 
tive language is normal in land conveyances of this kind. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Air Force 
to convey all right, title, and interest of the United States to certain 
described lands (approximately 11 acres within the boundaries of 
Eglin Air Force Base, Fla.) to the State Board of Education of the 
State of Florida, subject to the condition that said land be used as a 
recreational camp or for other public purposes and if not so used to 
revert to the United States. 


NEW LEGISLATION 
This is new legislation and does not amend existing law. 


BACKGROUND OF THE BILL 


The land described in H. R. 9932 was set apart from the public 


domain by proclamation of the President on November 27, 1908 
(35 Stat. 2208). It was originally a portion of the Choctawhatchee 
National Forest and was transferred with other land by the Forest 
Service of the Department of Agriculture to the War Department un- 
der the act of June 27, 1940 (54 Stat. 628, 655). This latter act 
provides, among other things, that if the property described in H. R. 
9932 ceases to be needed for military purposes, it may, by proclama- 
tion or order of the President, be restored to a national forest status. 

The proclamation and act referenced above are deemed significant 
in determining the method of disposal of this particular property. 
It is also pointed out that if the land is not restored to national forest 
status and is not available for disposal in accordance with the general 
public land laws, it could also be considered for disposal under the 
provision of the Federal Property and Administrative Services Act of 
1949, as amended. However, in view of the above-cited proclamation 
and acts, there is some doubt as to which act would apply in the trans- 
fer of this property, therefore, enactment of legislation similar to 
H. R. 9932 would correct the area of doubt. 


PRESENT USE OF PROPERTY 


Subject land is being used by the United States Department of 
Agriculture Extension Service for a 4-H Club recreational camp. 


COMMITTEE POSITION 


The Committee on Armed Services recommends that this bill be 
enacted into law in view of the productive use to which the property 
would be put. The vote of the committee was unanimous. 
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FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 


DEPARTMENTAL DATA 


The Department of the Air Force on behalf of the Department of 
Defense interposes no objection to this bill, as amended. The letter 
from Secretary. of the Air Force James H. Douglas dated June 26, 
1958, is set out below and made a part of this report. 


DeEPARTMENT OF THE AiR Force, 
OFFICE OF THE SECRETARY, 
Washington, June 26, 1958. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 


Dear Mr. CHarrMaN: Reference is made to your request for the 
views of the Department of Defense with respect to H. R. 9932, a 
bill to provide for the conveyance of certain land of the United States 
to the State Board of Education of the State of Florida. The Secretary 
of Defense has delegated to this Department the responsibility for 
expressing the views of the Department of Defense. 

H. R. 9932, if enacted, would authorize the Secretary of the Air 
Force to convey all right, title, and interest of the United States to 
certain described lands (approximately 11 acres within the boundaries 
of Eglin Air Force Base, Fla.) to the State Board of Education of 
the State of Florida, subject to the condition that said land be used as 
a recreational camp or for other public purposes and if not so used 
to revert to the United States. 

The land described in H. R. 9932 was set apart from the public 
domain by proclamation of the President on November 27, 1908 
(35 Stat. 2208). It was originally a portion of the Choctawhatchee 
National Forest and was transferred with other land by the Forest 
Service of the Department of Agriculture to the War Department 
under the act of June 27, 1940 (54 Stat. 628, 655). This latter act 
provides, among other things, that if the property described in H. R. 
9932 ceases to be needed for military purposes, it may, by proclamation 
or order of the President, be restored to a national forest status. 

The proclamation and act referenced above are deemed significant 
in determining the method of disposal of this particular property. It 
is also pointed out that if the land is not restored to national forest 
status and is not available for disposal in accordance with the general 
public land laws, it could also be considered for disposal under the 
provision of the Federal Property and Administrative Services Act of 
1949, as amended. However, in view of the above-cited proclamation 
and acts, there is some doubt as to which act would apply in the trans- 
fer of this property, therefore, enactment of legislation similar to 
H. R. 9932 would correct the area of doubt. 

Subject land is being used by the United States Department of 
Agriculture Extension Service for a 4-H Club recreational camp. 

In the event H. R. 9932 should meet with favorable consideration, 
it is recommended that it be amended to provide for the return of said 
property to the United States if required in the event of a national 
emergency at no cost except for improvements constructed by the 
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State; that no structure, the height of which is in excess of 75 feet 
above the low water level, shall be constructed upon the property; and 
that the State of Florida waive any and all claims for damages which 
may result to said property from Air Force operations. 

The Department of Defense has no objection to H. R. 9932 if the 
Congress deems it advisable to convey the property described therein 
to the State Board of Education, State of Florida, subject to the 
proposed amendments. 

Enactment of H. R. 9932 would not involve the expenditure of any 
Department of Defense appropriations. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The following advice has been received from the Bureau of the 
Budget 

“The Bureau of the Budget advises that while there is no objection 
to the submission of this report, it believes that the committee should 
consider the comments which the Department of the Interior expects 
to submit directly on H. R. 9932.” 

Sincerely yours, 
James H. Dovetas. 
SUMMARY 


This bill would authorize the conveyance of approximately 11 acres 
of land within the Eglin Air Force Base, Fla., to the State Board 
of Education of Florida. 

The bill was amended by the insertion of appropriate language 
protecting the interests of the United States. 


The Department of Defense interposes no objection to the bill, 
as amended. 


The bill does not involve the expenditure of any Federal funds. 


O 
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AREA REDEVELOPMENT ACT 


Juty 1, 1958.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currencyy pub- 
mitted the following ae MICHIGAN 


REPORT JUL 22 1950 


[To accompany 8. 3683] MAIN 
READING ROOM 


The Committee on Banking and Currency, to whom was referred the 
bill (S. 3683) to establish an effective program to alleviate conditions 
of substantial and persistent unemployment and underemployment 
in certain economically depressed areas, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 

The amendments, as they appear in the reported bill, are as follows: 

1. Page 2, line 24, strike out ‘‘ ‘Commissioner’ ” and insert “ ‘Com- 
missioner’ )’’. 

2. Page 5, line 25, and page 6, line 1, strike out “(not exceeding 
at any time three hundred counties in the United States)’. 

3. Page 8, line 13, strike out ‘‘Except as provided in subsection (c), 
such” and insert “Such’’. 

4. Page 9, line 6, strike out “section 12 (5)’’ and insert “section 
11 (5)”’. 

5. Page 9, line 21, strike out “section 9’ and insert ‘‘section 8’’. 

6. Page 11, strike out line 13 and all that follows down through 
line 5 on page 12. 

7. Page 12, line 6, strike out ‘‘(d)” and insert ‘‘(c)’’. 

8. Page 12, beginning in line 6, strike out “section 9” and insert 
“section 8”’. 

9. Page 12, strike out line 14 and all that follows down through 
line 17 on page 14. 

10. Page 14, line 19, strike out “8” and insert ‘‘7”’. 

11. Page 16, beginning in line 15, strike out “(including a loan 
under section 7 of this Act)’’. 

12. Page 17, beginning in line 1, insert the following: 

(e) No financial assistance shall be extended under this 
section with respect to any public facility which would com- 
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pete with an existing privately owned public utility rendering 
a service to the public at rates or charges subject to regulation 
by a State regulatory body, unless the State regulatory body 
determines that in the area to be served by the public facility 
for which the financial assistance is to be extended there is a 
need for an increase in such service (taking into consideration 
reasonably foreseeable future needs) which the existing 
public utility is not able to meet through its existing facilities 
or through an expansion which it is prepared to undertake. 


13. Page 17, line 13, strike out ‘9’ and insert “8”’. 

14. Page 17, line 17, strike out ‘$300,000,000” and insert 
“*$200,000,000”’. 

15. Page 18, line 18, strike out “10” and insert “9”’. 

16. Page 19, line 10, strike out “11” and insert ‘10’. 

17. Page 19, line 15, strike out ‘‘may” and insert “shall’’. 

18. Page 19, beginning in line 16, strike out “or through the em- 
ployment of private individuals, partnerships, firms, corporations, or 
suitable institutions, under contracts entered into for such purpose” 
and insert ‘‘, including persons whose services are procured under 
section 11 (10)”’. 

19. Page 19, line 24, strike out “12” and insert ‘11’. 

20. Page 22, line 21, strike out “sections 6 and 7” and insert ‘‘sec- 
tion 6”. 

21. Page 23, line 24, strike out ‘13’ and insert ‘12’. 

22. Page 24, line 19, strike out “14” and insert ‘137’. 

23. Page 25, line 1, immediately after “municipality” insert “or 
part thereof”. 

24. Page 26, line 22, strike out “‘Act.’’”’ and insert ‘“Act.’’. 

25. Page 26, strike out line 23 and all that follows down through 
line 2 on page 27 and insert the following: 


(f) Not more than 10 per centum of the funds authorized 
for capital grants under section 103 after June 1, 1958, 
shall be available to provide financial assistance under 
this section. 


26. Page 27, line 8, strike out “15” and insert ‘14’’. 

27. Page 27, line 15, strike out “16” and insert “15”. 

28. Page 28, line 18, strike out “17” and insert “16”. 

29. Page 29, line 10, strike out “18” and insert “17”. 

30. Page 30, line 20, strike out “19” and insert ‘18”’. 

31. Page 31, line 15, strike out “20” and insert “19”, 

32. Page 32, line 4, strike out ‘‘21” and insert ‘20’’. 

33. Page 32, line 21, strike out ‘‘22” and insert ‘‘21”’. 

34. Page 33, line 2, strike out “23” and insert ‘22’’. 

35. Page 33, immediately after line 14, insert the following: 


RECORDS AND AUDIT 


Src. 23. (a) Each recipient of assistance under section 6 or 
7 of this Act shall keep such records as the Commissioner shall 
prescribe, including records which fully disclose the amount 
and the disposition by such recipient of the proceeds of such 
assistance, the total cost of the project or undertaking in 
connection with which such assistance is given or used, and 
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the amount and nature of that portion of the cost of the 
project or undertaking supplied by other sources, and such 
other records as will facilitate an effective audit. 

(b) The Commissioner and the Comptroller General of the 
United States, or any of their duly authorized representatives, 
shall have access for the purpose of audit and examination to 
any books, documents, papers, and records of the recipient 
that are pertinent to assistance received under section 6 or 7 
of this Act. 

Wuat tHE Buu Wovutp Do 


Many industrial and rural areas throughout the United States have 
suffered from a high level of unemployment and underemployment, 
year after year, in good times and bad. 

S. 3683 is designed to help these areas lift themselves out of this 
situation, to transform themselves into productive communities 
enjoying the American high standard of living. 

An Area Redevelopment Administration, headed by an Area 
Redevelopment Commissioner, would be created as a constituent 
agency of the Housing and Home Finance Agency. 

The Commissioner would designate as industrial redevelopment 
areas, those areas suffering from substantial and persistent unem- 
ployment, and as rural redevelopment areas, those areas with a large 
number and percentage of low-income families and substantial and 
persistent unemployment and underemployment. An overall program 
for the economic development of each area would then be prepared 
and approved by the Commissioner. This program would be pre- 
pared by the leaders of the area with the advice and assistance of the 
appropriate State and local authorities and the Area Redevelopment 
Administration. 

The Commissioner could make loans for industrial projects in 
industrial redevelopment areas out of a revolving fund of $100 million. 
He could make loans for industrial projects in rural redevelopment 
areas out of another $100 million revolving fund. These funds would 
be obtained by borrowing from the Treasury. The Commissioner 
could also make grants for public facilities from appropriated funds of 
$75 million a year. 

The Commissioner could give information and technical assistance 
to redevelopment areas. Financial assistance under the urban re- 
development program under the Housing Act of 1949 could be given 
in redevelopment areas. The Secretary of Labor and the Secretary 
of Health, Education, and Welfare could provide information and 
financial assistance in connection with vocational training programs 
and the Secretary of Labor would be authorized to arrange for sub- 
sistence payments up to 13 weeks to persons receiving such vocational 
training, but not then receiving unemployment compensation. 


BACKGROUND OF THE Bru 


The problems which S. 3683 is designed to meet are not new. The 
provisions in S. 3683 have been considered in one form or another over 
and over again. 

The Joint Economic Committee was the first congressional group 
in the 84th Congress to call for Federal action to help chronically 
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distressed communities. In its 1955 report, the Joint Economic 

Committee urged that the public-works program should be speeded 
up, and that loans and technical assistance should be extended to 
_ these distressed communities to improve their economic con- 
itions. 

Later, in the same year, the Joint Economic Committee made a 
careful study of low-income families in the United States and in its 
report the committee called attention not only to the problems of 
depressed industrial areas but also to the persistence of low income in 
various rural areas in the country, particularly in the South. The 
committee favored a comprehensive Federal program which would 
combat the basic causes of economic distress both in depressed in- 
dustrial areas and in regions where low incomes prevailed. 

In 1956, the committee reiterated its conclusion that a Federal 
program to aid chronically depressed areas is desirable and the 
majority of the committee endorsed a comprehensive program which 
was embodied in a bill introduced by the then chairman of the com- 
mittee, Senator Paul Douglas, S. 2663, 84th Congress. 

S. 2663, 84th Congress, designed to alleviate conditions of per- 
sistent unemployment and underemployment in distressed areas, 
was the subject of long hearings. It was passed by the Senate on 
July 26, 1956. The companion House measure, H. R. 11811, intro- 
duced by Hon. Brent Spence, the chairman of the Banking and Cur- 
rency Committee, was reported by that committee on June 29, 1956, 
but the House failed to act upon it before the 84th Congress adjourned. 

Both major parties in their respective 1956 platforms called for 
Federal legislation to aid economically depressed areas. 

Many bills, including that of the chairman of the Banking and 
Currency Committee, Hon. Brent Spence, which aim at alleviating 
conditions of unemployment and underemployment in depressed 
areas have been introduced in the 85th Congress. 

S. 3683, as reported, is a product of careful study and deliberation 
by your committee. It was one of the major pieces of legislation con- 
sidered during hearings on legislation to relieve unemployment which 
began on April 14 and concluded on May 22. 


Curonic LocaLtizED DrepRESSION—WuHY AND WHERE 
(1) TECHNOLOGICAL CHANGE 


The key to the increasing prosperity of the American economy has 
been productivity, which in turn stems from technological progress. 
The economy as a whole benefits from such technological change, 
but some of the workers displaced by innovations or technological 
shifts are not readily reabsorbed into the ranks of the employed. 

One community thus affected is Altoona, Pa. Until recently, 
Altoona was the largest steam locomotive repair center in the United 
States. The rapid dieselization of railways since the end of World 
War IT has changed the pattern of skills required by locomotive 
repairmen. A large number of fairly spegalized mechanics were 
formerly employed in Altoona in the repair shops. But as railroads 
switched from steam to diesel locomotives, their skills were no longer 
required. Diesel locomotives are not repaired by the same type of 
mechanic, nor in the same place, as the older steam locomotives. 
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Technological change has also contributed to the displacement of 
coal miners. Many communities in the coal mining centers of Ken- 
tucky, Pennsylvania, southern Illinois, and West Virginia have wit- 
nessed rising local unemployment which has been partly due to the 
replacement of miners by mechanical cutters. The shift from steam 
to diesel locomotives has also contributed to the unemployment of 
coal miners, but more will be said of this later. 


(2) MIGRATION OF INDUSTRY 


The cotton textile industry of New England began its mass migra- 
tion to the South during the short but sharp depression which fol- 
lowed World War I. This migration continued for the next two 
decades. It was halted by World War II when the cotton mills of 
both the North and the South were operating at or close to capacity. 
Since the end of the war, there has been a further substantial shrinkage 
of the industry in New England. 

Prior to World War II, the woolen and worsted industry remained 
highly localized in New England. But following the war, this in- 
dustry, too, began to move south. Mill after mill in New England was 
liquidated, while new and modern textile mills, in both the cotton- 
synthetic and woolen-worsted industries, were built in the South. 
Thousands of textile workers were left stranded in New England, 
New York, and Pennsylvania. The full-fashioned and seamless 
hosiery industries likewise migrated southward displacing many 
hosiery workers in the North. And there has been some migration 
of the glove and apparel industries to low labor-cost areas. 

A number of communities have been adversely affected by the out- 
migration of industry. Among those have been the Massachusetts 
textile cities of Lawrence, Lowell, Fall River, and New Bedford; 
Manchester, N. H.; the Utica-Rome area in New York; Philadelphia 
and Reading in Pennsylvania; Providence, R. I.; and to a lesser extent 
Paterson, N. J. Other communities, such as Brockton, Mass. have 
experienced a high level of localized unemployment due to the migra- 
tion of shoe factories. 

A community does not recover easily from the sudden impact of 
the liquidation of a large mill or factory. The textile industry is labor 
intensive; that is, a large number of workers are employed per dollar 
of capital invested. Many of the New England textile mills which 
have been liquidated in recent years employed 5,000 or more workers. 
These mills were not closed down overnight, but when their manage- 
ments decided to liquidate, thousands of workers were laid off over a 
period of several months, and the displaced workers were not readily 
reabsorbed into new jobs. 

The migration of industry is not new in the United States; indeed, 
it has been going on virtually since the beginning of industrialization 
in this country. Although the statistical evidence on this score is 
scanty, there is a strong presumption that there has been more 
sudden movement of industry during the postwar period than during 
comparable periods in the past. The number of communities which 
have become chronic surplus labor areas due to this cause has been 
large. And the communities which have become depressed areas 
due to the migration of industry have often experienced the greatest 
difficulty in adapting to change. 











6 AREA REDEVELOPMENT ACT 


(3) SHIFTS IN DEMAND 


Although technological change has contributed to the decline of 
employment in coal mining by reducing employment per ton of output, 
an even more important cause has been a shift in demand from coal 
to oil on the railroads, in industry, and in homes. The declining 
consumption of coal has had secondary effects on such communities 
as Cumberland, Md., for example, where railroad manpower require- 
ments have been severely curtailed due to the reduced shipments of 
coal. 

(4) PROTECTED SEASONAL UNEMPLOYMENT 


Some resort communities, such as Atlantic City, N. J., and Ashe- 
ville, N. C., have high levels of employment during the summer 
months, but experience so much unemployment during the remainder 
of the year that they are classified as surplus labor areas. 

Other areas such as Durham, and the Winston-Salem area of North 
Carolina, which are important tobacco manufacturing centers, may 
have a balanced labor supply for about 4 months out of the year 
while tobacco manufacturing is at its seasonal peak. But for the 
remainder of the year, these communities are surplus labor areas. 
These and other communities in the upper South have also felt the 
impact of declining job opportunities in the domestic textile 
industries. 

(5) DEPLETION OF RESOURCES 


Although this has not been a major cause of localized depression, 
a few communities have become surplus labor areas because the basic 
resource which formerly supported employment in these areas has 
been depleted. Tacoma, Wash., was classified as a surplus labor area 
for several years. The primary cause of unemployment in this 
community was the diminishing supply of saw and peeler logs. 

The depletion or exhaustion of high-grade and easily accessible 
seams of coal have contributed to chronic unemployment in the 14 
coal-mining areas which have been classified as surplus labor areas 
for a good ‘part of the time in recent years. Similarly, the exhaustion 
of accessible and high-grade deposits of zinc, lead, and iron ore have 
produced substantial unemployment in a few areas. 

In other areas, the depletion of resources has not been the primary, 
direct cause of unemployment, but has been a contributing factor. 
Iron Mountain, Mich., for example, became a surplus labor area 
when the largest firm in the community, a manufacturer of wooden 
station wagon bodies, closed when adequate supplies of steel sup- 
planted wood in this use in 1953. Conditions in this community 
were further aggravated by the decline in lumbering and iron mining 
due to the gradual depletion of resources. 


(6) OTHER CAUSES 


There are other causes of persistent, localized unemployment. 
Some industrial communities are heavily dependent upon one industry, 
or even a single large firm, for employment. There may be a sub- 
stantial reduction in the scale of operations of this industry or firm 
for a variety of reasons. While such a decline may not be permanent, 
it may last much longer than that associated with a typical cyclical 
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downswing. Local unemployment then rises and remains at a high 
level because of a lack of alternative job opportunities. 

In South Bend, Ind., for einai unemployment increased in 
July of 1953 as automobile production in the Nation began a cyclical 
decline. Production continued to fall off until the third quarter of 
1954. During this period there was a high level of unemployment 
in all auto-manufacturing centers. But automobile production 
increased sharply during the fourth quarter of 1954, and reached 
record levels in 1955. Unemployment declined in the larger auto- 
mobile centers. But while these areas were removed from the surplus 
labor category, South Bend was still classified for a long time as an 
area of very substantial labor surplus. Production and employment 
in the local automobile industry containued to fall off while in Detroit 
and other areas it was increasing. Similarly, the Davenport-Moline- 
Rock Island area of Illinois has experienced a high level of unemploy- 
ment for extended periods due to sustained cutbacks in the production 
of farm machinery. 

Tue Neep For Action 


Your committee is convinced that legislation establishing a com- 
prehensive unified program at the Federal level to attack the many 
problems of continuing low income in depressed areas in a consistent 
and concerted fashion is long overdue. Many localities have long 
been suffering from chronic. unemployment. This unemployment 
presents a double threat to our way of life. It threatens our internal 
development, and it threatens our external security. 

It threatens our internal development because that development 
has been based on a continually growing domestic market. If many 
people, through unemployment, are removed from the market as 
full-scale consumers, our economy will not continue to grow as it 
might. Moreover, a powerful motive force in our economic growth 
has been our acceptance of equality of opportunity as a social goal. 
If opportunity is severely limited in many communities through no 
fault of the communities themselves, faith in our objectives will be 
impaired and the motive force which that faith supplies will be cor- 
respondingly weakened. 

Chronic unemployment threatens our external security both be- 
cause it mars our posture and because it prevents us from realizing 
our full strength. The leaders of many hundreds of millions of the 
world’s people are hostile to us; one of their central doctrines is that 
unemployment is inherent in our system, hence any unemployment 
we experience is a propaganda success for those leaders. But of more 
tangible importance to our security is the loss of production and in- 
come and the dissipation of human effort resulting from our failure 
to utilize our full economic potential. It increases the costs of Gov- 
ernment and the cold war borne by the employed groups. Unem- 
ployed people and unused capacity discourage our friends and en- 
courage our foes. 

Your committee is fully convinced, then, that chronic unemploy- 
ment anywhere in our economy is a matter of national concern. 

Depressed industrial areas have many common characteristics; first, 
they are areas which have lost certain historic locational advantages, 
as discussed above in this report. The newer industries and em- 
ployers have not recognized advantages which would encourage them 
to move into or be established in these areas. The disappearance of 
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these communities’ locational assets may have been beyond their con- 
trol or that of the very employers who were forced to contract or close 
their operations. 

Second, they are areas where local enterprise and initiative have 
usually been smothered and repressed by the existence of persistent 
and chronic unemployment. Areas suffering from prolonged unem- 
ployment are like individuals who have been physically ill or unem- 
ployed. They lose heart and courage. They become resigned and 
discouraged. Their physical energies have been drained. ‘They are 
like unemployed individuals who need the outside help of a profes- 
sional agency dedicated to providing them with specific guidance and 
courage and assistance. Outside assistance, your committee believes, 
can only come from the Federal Government. 

Third, they are areas which have low financial resources and are, 
therefore, least capable of raising the capital required for long-term 
bold programs for rehabilitation. The very fact that unemployment 
has persisted and become chronic has meant that the communities’ 
tax rolls have suffered and their financial resources have been drained. 
They are not as capable of financing their own programs as are the 
more prosperous communities. 

Your committee is firmly convinced that the existence of such in- 
dustrial areas of low economic activity seriously retards the rate of our 
national growth and is in itself a significant cause of self-perpetuation 
of low-income, underemployed groups. Your committee is likewise 
convinced that there exists in many rural areas a degree of under- 
employment which threatens the Nation’s economic welfare. Thirty- 
eight percent of the commercial farms of the United States are classi- 
fied as low-production farms, defined as farms of less than $2,500 
value, gross sales. The percentage of farm families receiving under a 
thousand dollars a year, net money income, is 28 percent, with an 
additional 24 percent receiving between $1,000 and $2,000. The goal 
of achieving full utilization of our national resources—land, labor, and 
capital—will never be attained as long as these geographic pockets of 
continuing economic depression persist. Ours is a dynamic, expand- 
ing economy ; the very process of growth itself, along with the attend- 
ant changes and improvements in technology, now produces and 
inevitably will continue to produce some dislocation and imbalance of 
local resources. Without preventive planning and action, it appears 
inevitable that such temporary dislocation may well cause additional 
areas of chronic depression to develop. We feel most strongly that 
solution of the depressed-area problem is many faceted and requires 
concerted action by all levels of Government in cooperation with labor 
and management and community organizations. 

Your committee believes that, in general terms, programs designed 
to aid depressed areas—those characterized by underemployment and 
misallocation of resources—have much in common, regardless of 
whether they relate to agricultural or industrial areas. Both types of 
areas require additional capital resources, new industrial development 
to absorb labor surpluses, increased availability of credit and tech- 
7 val assistance to the community; expansion of vocational education 

vailable to the local population; and enlarged and improved com- 
aley facilities and services. It was emphasized during your com- 
mittee’s hearings that expansion of economic activity provides the 
only long-run solution to the problems of industrial areas with 
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chronic labor surplus. To achieve this goal, local producers should 
be enabled to take advantage of additional opportunities to expand 
and increase their level of output; surveys are needed to appraise and 
evaluate existing and potential local resources in order to assess the 
area’s capacity for future economic growth; new industries and ex- 
panding industries which can put local resources to economic use must 
be encouraged to establish plants in depressed areas; workers must be 
afforded opportunity for training which will fit them for new jobs; 
and assistance must be given to needy workers while they are under- 
going such training. Your committee is firmly convinced on the basis 
of the testimony it received that all of these programs should be 
administered by a single agency in the Federal Government. 

Placing the major share of the responsibility upon the local com- 
munity would be exceedingly unwise. We have relied upon such 
efforts in the past in most communities now considered distressed 
and they proved to be inadequate. The failure of such local efforts 
is the reason that the distressed areas problem has become a national 
problem. The greater national interest dictates that continued 
economic distress anywhere is destructive of the national well-being 
and at variance with the Employment Act of 1946, which states: 


It is the continuing policy and responsibility of the Federal 
Government * * * to coordinate and utilize all of its plans, 
functions, and resources for the purpose of creating and 
maintaining * * * maximum employment. 


Masor PROVISIONS OF THE BILL 


AREA REDEVELOPMENT ADMINISTRATION 


S. 3683 proposes the establishment of an Area Redevelopment 
Administration, headed by an Area Redevelopment Commissioner, 
appointed by the President with the advice and consent of the Senate. 
The Administration would be a constituent agency of the Housing and 
Home Finance Agency. 

This administrative arrangement is suited to the nature of the 
problems involved and the measures adopted in the bill to solve these 
problems. ‘The problems involve virtually the entire existence of the 
depressed areas, industrial or rural, as the case may be: unemployment 
or underemployment, lack of industry and commerce, lack of credit, 
need for vocational training, need for industrial and community 
facilities. 

The list of agencies whose heads make up the Area Redevelopment 
Advisory Board shows how w idespread is the interest among Govern- 
ment agencies in these problems: The Departments of Agriculture, 
Commerce, Defense, Health, Education, and Welfare, Interior, Labor, 
and Treasury; the Gener al Services Administration, Housing and 
Home Finance Agency, and the Small Business Administration, and 
the Office of Defense Mobilization. 

The Secretary of Agriculture is particularly concerned with rural 
areas, the Secretary of Commerce is particularly concerned with the 
industrial development proposed in the bill; the Secretary of Health, 
Education, and Welfare is concerned with the vocational training pro- 
vided; the Secretary of Labor is interested in the employment ‘prob- 
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lems involved. But each of these agencies represents only one side 
of the overall picture, and to place the administration in any of them 
would result in undue emphasis on that Department’s special interest. 

On the other hand to place the administration of the program in a 
new independent agency, would have the disadvantage of increasing 
the number of agencies reporting directly to the President; it would 
also increase administrative costs. 

The Housing and Home Finance Agency is already administering 
two programs, the communities facilities program and the urban 
renewal program, which, like the area redevelopment program, involve 
a broad consideration of the communities affected ms involve particu- 
lar points of interest in each of several executive departments. The 
area redevelopment program would fit conveniently and appropriately 
within the organization of the HHFA. Areas and communities which 
are already dealing with HHFA in connection with the community 
facilities program and urban renewal program would find it equally 
convenient to concentrate their activities with respect to the area 
redevelopment program with the same single agency. A further 
advantage in making use of an existing independent agency is that a 
new program could be more quickly put into operation through the 
use of many of the existing facilities of the HHFA. The time re- 
quired to find space and staff for a new agency would be appreciably 
reduced. 

REDEVELOPMENT AREAS 


Section 5 of the bil] contains the proposed definitions of redevelop 
ment areas. 

The industrial redevelo ypme nt areas would be those where “there 
has existed substantial and persistent une mployment for an extended 
period of time.” Areas would be designated if they had suffered 12 
percent unemployment during the year preceding the application, or 
9 percent unemployment during 15 out of the preceding 18 months, 
or 6 percent unemployment during 18 out of the preceding 24 months. 
In addition, an area which had suffered 15 percent unemployment 
during the preceding 6 months might be designated if the Commis- 
sioner determined that the principal causes of the unemployment are 
not temporary in nature. 

The definition is intended to direct the benefits of the bill to those 
industrial areas which are suffering from unusual chronic problems, 

rather than areas which are suffering from nationwide temporary un- 
employment resulting from a general ter mporary recession. The pro- 
vision wo! uld give the discretion and flexibility which was recommended 
by a number of the witnesses at the hearing, and at the same time give 
reasonably clear guidelines. 

The Commissioner would define the boundaries of the industrial 
redevelopment area which he designated. These areas might or might 
not be the same as the labor market areas used by the Government for 
other purposes. An industrial redevelopment area might include one 
or more towns or cities, or it might include a part of a county or 
municipality. 

The Commissioner is to designate rural redevelopment areas where 
“there exists the largest number and percentage of low-income families 
and a condition of substantial and persistent unemployment and 
underemployment.” 
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The Commissioner would determine the boundary of each rural 
redevelopment area, which might include one or more counties or 
parts of counties or other areas, or part of a county. The primary 
purpose would be to define the boundary of the redevelopment area 
so as to take account of common economic interests. 

In designating redevelopment areas, both industrial and rural, the 
Commissioner would be guided, but not conclusively governed, by 
studies made or information collected or compiled b Federal agencies, 
State or local governments, universities and colleges, and private 
organizations. The Secretary of Agriculture and the Secretary of 
Labor and the Director of the Bureau of the Census would be author- 
ized on the request of the Commissioner to conduct studies and obtain 
information, and to furnish information to the Commissioner for the 
purpose of helping him make the determinations involved in designat- 
ing redevelopment areas. 

As passed by the Senate, the bill placed a limit of 300 on the number 
of counties which could be designated as rural redevelopment areas. 
Your committee voted to strike this limit from the bill. -The Com- 
missioner should be free to exercise sound judgment in designating 
rural areas under the bill, as in the case of industrial areas, without 
having to comply with an arbitrary restriction such as the 300-county 
limit. 

LOANS FOR INDUSTRIAL PROJECTS 


Section 6 of the bill would provide two $100 million revolving 
funds, one for industrial projects in industrial redevelopment areas, 
the other for industrial projects in rural redevelopment areas. The 
provision of suitable plant facilities is a vital element in a program 
to create employment opportunities, as has been shown by the ex- 
perience of a number of local communities. This may be done in a 
variety of ways, but the basic purpose is to take the initiative in 
making suitable sites and buildings readily available for business 
concerns, in order to facilitate the location of their operations in the 
area. This can be approached by acquiring sites and constructing 
buildings for sale or lease to business concerns even in advance of a 
definite agreement for their use by particular concerns, or by assisting 
a specified concern in providing the plant needed for its planned 
operations. In any case, it is still necessary for the business concern 
to make a substantial investment for machinery, equipment, and the 
like. And, of course, the business concern must also pay for the 
use of the land and the plant, either through purchase or lease. But 
the fact of having modern, efficient plant facilities readily available 
and calling them to the attention of potential users often makes the 
difference between success and failure in obtaining or developing new 
industries in the community. 

Section 6 would expressly provide that loans made under it for 
industrial projects must not be granted to assist establishments relo- 
cating from one area to another, when such assistance will result in 
substantial detriment to the area of original location by increasing 
unemployment. This provision reflects the declaration of purpose 
of the act, to create new employment opportunities by developing 
and expanding facilities and resources without substantially reducing 
employment in other areas of the United States. 

If the proposed transfer of a plant from one area to another will 
create as much unemployment in the area it leaves as it absorbs in 
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the area it moves to, nothing has been gained from the point of view 
of the overall economy of the United States. The use of Federal 
funds for a transfer of this sort would not be justified. Expansion of 
existing firms and the creation and development of new businesses or 
new branches of firms in business elsewhere, without at the same time 
substantially destroying existing employment opportunities, is the 
aim of this Federal assistance. In an expanding economy ample 
opportunities should be found to assist the depressed areas without 
injury to other areas of the country. 

Loans could be made only to applicants approved by a State or 
local agency directly concerned with economic development in the 
area. ‘The Senate bill provided that in the absence of such an agency 
the Commissioner could appoint a local redevelopment committee 
for the purpose. Your committee voted to strike this authority from 
the bill because it would constitute needless Federal intervention in 
a situation where the State or community had failed to act. 


GRANTS FOR PUBLIC FACILITIES 


S. 3683 would authorize grants to assist redevelopment areas in pro- 
viding the public utility services that are necessary for the operation 
of industrial plants and facilities of the type which would be attracted 
to such areas under the other programs of assistance provided for in 
the bill. Appropriate safeguards are provided to existing privately 
owned utilities that are subject to State regulation. No. competing 
public facility could be built with assistance furnished under the bill 
unless a State regulatory agency finds that there is a need for an 
increase in such services, taking into consideration reasonably fore- 
seeable future needs, which the existing utility is not prepared to 
meet. 

Public-works facilities to serve industrial and commercial installa- 
tions directly and to provide support in the surrounding area are fre- 
quently even more important to locational decisions of business than 
the availability of building sites. The rehabilitation of many de- 
pressed areas will require new public-works facilities. Existing pub- 
lic-works facilities may require alteration, expansion or repair. It is 
often necessary to construct new public works or expand existing ones 
before new industries can be attracted or existing ones encouraged to 
expand. 

Section 7 of S. 3683 would authorize appropriations of $75 million 
a year for grants to States or their subdivisions, Indian tribes, or 
public or private organizations representing redevelopment areas for 
land acquisition or ‘developme nt for public facilities usage, or con- 
struction or alteration of public facilities in the area, if the project 
will improve the opportunities in the area for the establishment or 
expansion of industrial or commercial plants or facilities. 

Some redevelopment areas have inadequate economic resources, 
either because of chronic unemployment or underemployment or a 
generally low aaa of economic development, to borrow money to 
develop public facilities which would make the areas attractive to 
new industry. For this reason, the bill provides for grants to improve 
public facilities. 

The organization requesting the grant would have to contribute to 
the cost of the project in proportion to its ability to contribute. The 
grant would be limited to the amount necessary to assure completion 
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of the project. The amounts appropriated would be subject to further 
scrutiny by the Congress at the time appropriations are requested. 

Your committee struck from the Senate passed bill a provision 
which would have authorized loans for public facilities, As your 
committee has already reported S. 3497, the Community Facilities 
Act of 1958, which would authorize $2 billion in 50-year Tease at an 
interest rate of 2% percent, it felt that the public facility loan provision 
of S. 3683 would have been a needless duplication. 


TECHNICAL ASSISTANCE 


The Commissioner would be authorized to provide technical assist- 
ance to the redevelopment areas, including studies evaluating the 
needs of and developing potentials for economic growth for such areas. 
Appropriations up to $4.5 million annually are authorized for this 
program. 

The sound redevelopment of a depressed area should be based on 
careful planning. Early in the program, a technological audit should 
be made to determine the types of economic activity which would 
contribute to sound and lasting growth. 

A well-planned and carefully executed technological audit should 
show how the resources of an area could be put to their optimum use. 
The audit would not be limited to natural resources, although the 
best use of these should be carefully explored. Recent experiments in 
the use of coal as a raw material for the chemical industry and in the 
development of synthetic fuels hold much promise for a revival of 
the coal industry in some areas currently depressed. Instead of min- 
ing coal to be shipped to industrial centers as fuel, however, various 
types of chemical plants could be attracted to the coal fields since 
there would be substantia] weight loss in the extraction of synthetic 
gases and chemicals from coal. Experimental work along these lines 
is now in progress. It could be hastened, however, by financial and 
technical] assistance to labor surplus coal areas. 

Some depressed areas are poorly endowed with natural resources, 
however, and in others basic resources have been largely depleted. 
How would a technological audit benefit these areas? Hero the 
problem would be to discover the locational advantages of these com- 
munities for various types of processing, fabricating, and research 
activities. Specialists in industrial location could help determine 
the advantages which such locations have to offer to expanding in- 
dustries. Their analysis would be based on long-term fundamental 
advantages, and not short-term inducements, often artificially created. 

Other specialists could help discover local entrepreneurial talent, 
and assist in the development of new indigenous economic activities. 
In areas formerly dominated by a single firm or industry it might have 
been difficult for new, smaller enterprises to become established. 
Indeed, in some one-company towns the growth of new businesses 
was often discouraged since the dominating firm wished to protect 
its labor supply. Although this obstacle may have long since dis- 
appeared with the liquidation of the dominant firm, old habits of 
thought persist and the development of new enterprises will require 
encouragement and assistance. 

Businesses now operating in depressed areas could be encouraged 
to expand. Many types of specialists could assist in this. Industrial 
engineers, cost accountants, marketing specialists and others could 
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assist small firms to increase their efficiency and to develop new 
products and services. 

Your committee struck from the Senate-passed bill a provision 
authorizing contracts with private groups for technical assistance. 
Such assistance should be provided by personnel of the new adminis- 
tration, including any experts or consultants whose services may be 
procured on a temporary basis under paragraph (10) of section 11. 


URBAN RENEWAL AND PLANNING AID 


Sections 13 and 14 of the bill would make available certain Federal 
aids under existing programs administered by the Housing and Home 
Finance Administrator in order to facilitate the industrial development 
of communities in areas of substantial and persistent unemployment. 

Section 13 would amend title I of the Housing Act of 1949, as 
amended, by adding a new section 112 which would make available 
urban-renewal benefits under that act to a community when the 
Administrator designates the area in which the community is located 
as an industrial redevelopment area, and certifies that there is a 
reasonable probability that with the assistance provided under the 
bill and other aids, the area will be able to achieve more than tem- 
porary improvement in its economic development. 

The addition of this new section 112 is necessary to eliminate certain 
restrictive provisions in the urban-renewal program which would 
otherwise impede efforts to improve the economic development of the 
locality. For example, under section 110 (c) of the Housing Act 
of 1949, as amended, it is required that project areas be predominantly 
residential in character or be redeveloped for predominantly residential 
uses. This limitation would be removed under the new proposed 
section 112 by making financial assistance available under the act for 
industrial development or redevelopment in project areas notwith- 
standing residential limitations in section 110 (c) of the act. The 
amendment would also authorize financial assistance to industrial 
redevelopment areas by making eligible for rehabilitation a project 
area involving primarily industrial or commercial structures suitable 
for rehabilitation under the urban-renewal plan for the area. As 
thus amended, title I of the Housing Act of 1949 would authorize 
financial assistance, in appropriate cases, to make available suitable 
cleared sites for industrial and commercial development and to permit 
industrial and commercial rehabilitation. The availability of good 
building sites at reasonable prices is a prime consideration in business 
decisions to locate or expand in an area. Under this amendment 
private enterprise would have an opportunity to acquire building 
sites for industrial development at their fair value. Coupled with 
the other benefits provided in this bill, the financial assistance made 
possible by the amendment to title I of the Housing Act of 1949, should 
materially assist in the establishment of stable and diversified local 
economies and help to create new employment in industrial redevelop- 
ment areas, 

This section of the bill would also provide for two other amendments 
to the existing provisions of title I of the Housing Act to adopt more 
effectively the benefits of that act to the broad purposes of this bill. 
At present, land acquired for a project area must be disposed of for 
immediate development. Under the provisions of section 13 of the 
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bill this requirement for disposition for immediate development 
would be changed so that land designated for industrial use could be 
conveyed to any public agency or nonprofit corporation at fair value 
and the public agency or nonprofit corporation could hold the land 
for subsequent disposition as promptly as possible in accordance 
with the urban-renewal plan. The purchaser or lessee from the 
public agency or nonprofit corporation would however be required 
to use the land solely for the uses approved in the hannaual plan 
in conformity with the requirements of section 105 (b) of the act. 
This amendment should provide greater flexibility to the locality to 
obtain the type of industries which would best serve its purposes. 

Once a contract is executed under the new section 112 the contract 
would remain in force until completion of the project even if it is later 
determined that the area may no longer be an industrial redevelop- 
ment area. This amendment would insure continuity of the develop- 
ment of the project area without fear that a later change in cireum- 
stances would make Federal financial assistance unavailable. 

Up to 10 percent of the funds authorized for capital grants under 
title I of the Housing Act of 1949 after June 1, 1958, could be made 
available for projects in industrial redevelopment areas as defined in 
this bill. 

Section 14 of the bill would make the planning advances provided 
by section 701 of the Housing Act of 1954 available to all counties, 
cities, or other municipalities in industrial redevelopment areas 
without regard to the population limitation otherwise applicable. 
That section of the 1954 act now generally excluc es the larger com- 
munities, i. e., those over 25,000 population. 


WORKER RETRAINING 


In areas where the principal industry has left or is obsolete, or 
where the area never reached an advance state of development, it 
will be important to provide vocational training and retraining for 
the people of the area. Developing new industries in the area will 
anon little, and will, in fact, be impossible, unless the available 
labor can meet the needs of the industry. Accordingly, the bill 
provides that the Secretary of Labor shall determine the needs of 
the area for vocational training and shall cooperate with the Secretary 
of Health, Education, and Welfare and existing State and local 
agencies to make these services available to the area. And in areas 
where additional facilities are needed, the Secretary of Health, Educa- 
tion, and Welfare is to provide assistance, including financial assistance 
where necessary, to the appropriate State vocational educational 
agencies or through educational institutions if the State agency is 
unable to do so. 

In order to enable unemployed persons to get the benefits of this 
training the bill also provides that the Sec retary of Labor may make 
weekly retraining payments, through State agencies, to unemployed 
persons in the redevelopment areas, of 13 weeks at the average weekly 
unemployment compensation rate in that State, but limited to those 
not receiving unemploy ment compensation. 

Your committee believes that the cost of retraining payments should 
be borne by the Federal Government because the local communities 
in depressed areas are financially unable to shoulder this burden. 
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DIFFERENCES BETWEEN THE BILL AS PASSED THE SENATE AND THE 
BILL AS REPORTED IN THE HOUSE 


The following is a list of the differences of substance between the 
bill as passed the Senate and the bill as reported in the House: 


1. Rural redevelopment areas 


As passed the Senate, the bill provided that areas designated as 
rural redevelopment areas could not at any time exceed 300 counties 
in the United States. As reported in the House, the bill contains 
no such provision. 

2. Loans and participations 

As passed the Senate, the bill required the Commissioner to appoint 
local redevelopment committees for redevelopment areas to approve 
applicants for financial assistance in cases where the State or political 
subdivision concerned has no agency or instrumentality qualified to 
approve such applicants. As reported in the House, the bill contains 
no such requirement. 


Q 


8. Loans for public facilities 


As passed the Senate, the bill authorized the Commissioner to 
make loans, from a revolving fund of $100 million established with 
funds borrowed from the Treasury, for the purpose of financing the 
purchase or development of land for public facility usage, and for 
the construction, rehabilitation, alteration, expansion, or improve- 
ment of public facilities within redevelopment areas. As reported 
in the House, the bill contains no provision for public facility loans. 
4. Grants for public facilities 

As reported in the House, the bill prohibits a grant with respect 
to any public facility which would compete with an existing privately 
owned public utility rendering a service to the public at rates or 
charges subject to regulation by a State regulatory body, unless the 
State regulatory body determines that there is a need for an increase 
in such service, in the area to be served by the public facility for which 
the grant is requested, which such existing public utility cannot meet 
through its existing facilities or through an expansion it is willing to 
undertake. As passed the Senate, the bill did not contain this 
provision. 


5. Technical assistance 


As passed the Senate, the bill provided that the Commissioner 
could offer technical assistance to redevelopment areas either through 
members of his staff or through contracts with private individuals 
partnerships, firms, corporations, or institutions. As reported in the 
House, the bill provides that the Commissioner may offer such assist- 
ance only through members of his staff (including experts and con- 
sultants employed on a temporary basis). 

6. Urban renewal 


As passed the Senate, the bill provided that nonresidential projects 
in municipalities situated in industrial redevelopment areas could re- 
ceive assistance under the urban-renewal program contained in title 
I of the Housing Act of 1949; assistance given to such projects would 
be taken into account in determining the aggregate amount (10 per- 
cent of the total capital grants authorized by such title) available for 
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all nonresidential projects under such title. As reported in the House, 
the bill (1) adds new language making it clear that such assistance 
may also be extended to any municipality only a part of which is 
situated in an industrial redevelopment area, and (2) provides that 
such assistance shall be available only from funds authorized for 
capital grants under such title after June 1, 1958 (and would not be 
taken into account in determining the aggregate amount available for 
other nonresidential projects), with the total of such assistance being 
limited to 10 percent of the funds so authorized. 

7. Reports and audit 


As reported in the House, the bill contains a provision requiring each 
recipient of financial assistance under the bill to keep such records as 
the Commissioner shall prescribe, including records disclosing the 
amount and disposition of such assistance by such recipient, the total 
cost of the project undertaken with such assistance, the amount and 
nature of any part of the cost of the project supplied by other sources, 
and such other records as will facilitate an effective audit; it also vers 
the Commissioner and the Comptroller General of the United States 
access, for the purpose of making an audit, to any records of a recipient 
per tinent to assistance received under the bill. “As passed the Senate, 
the bill contained no such provisions. 


SECTION-BY-SECTION SUMMARY OF THE BiLut As REPORTED 


Section 1. Short title 


This section would provide that the act may be cited as the “Area 
Redevelopment Act.”’ 


Section 2. Declaration of purpose 


This section would declare it to be the purpose of the bill to provide 
Federal help for areas needing economic redevelopment so that they 
can expand their economic activities and alleviate the substantial 
unemployment and underemployment that prevail within such areas. 
This would be accomplished by assisting communities, industries, 
enterprises, and individuals to create new employment opportunities 
by developing and expanding new and existing facilities and resources, 


without substantially reducing employment in other areas of the 
United States. 


Section 3. Area Redevelopment Administration 


This section would establish the Area Redevelopment Administra- 
tion as a constituent agency of the Housing and Home Finance Agency. 
The Administration would be headed by a Commissioner appointed 
by the President and subject to confirmation by the Senate. The 
Commissioner would receive the same compensation (presently 
$20,000) as that received by the heads of other constituent agencies 
of the Housing and Home Finance Agency. 


Section 4. Advisory Board 


Subsection (a) would create an Area Redevelopment Advisory 
Board to advise the Commissioner in the performance of his functions 
under the bill. The Board would be composed of the Commissioner, 
as Chairman, and 11 other department and agency heads whose 
functions are related to (or could assist in) the improvement of 
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economic conditions in redevelopment areas. Any member of the 
Board could designate an officer of his agency to act for him as a 
member of the Board. The Chairman could invite other interested 
officials in the executive branch to participate in the functions of the 
Board. 

Subsection (b) would require the Commissioner to appoint a 25- 
member National Public Advisory Committee on Area Redevelop- 
ment, to be composed of representatives of labor, management, 
agriculture, and the general public, one of whom would be designated 
as Chairman by the Commissioner. This Committee would be 
required to meet twice a year and to make recommendations to the 
Commissioner, from time to time, to assist him in carrying out his 
duties under the bill. 

Subsection (c) would authorize the Commissioner to call together, 
confer with, and receive recommended plans and programs from, 
representatives of any industry in which employment has dropped 
substantially over an extended period of years and which in conse- 
quence has been a primary source of high levels of unemployment in 
several areas designated by the Commissioner as redevelopment areas. 
The Commissioner would also be authorized to call upon representa- 
tives of interested governmental agencies, together with representa- 
tives of transportation and other industries, to participate in any 
conference called under this subsection. 


Section 5. Redevelopment areas 


This section would authorize the Commissioner to designate two 
types of redevelopment areas—industrial and rural—in the United 
States. The designation of an area as a redevelopment area under 
this section would be necessary before such area could receive any 
of the forms of assistance provided for under the bill. 

Subsection (a) would authorize the Commissioner to designate as 
an “industrial redevelopment area’”’ any industrial area in the United 
States in which he determines that there has existed substantial and 
persistent unemployment over an extended period of time. The 
Commissioner would be required to designate as an “industrial re- 
development area’’ any industrial area in which there has existed un- 
employment of not less than (1) 12 percent of the labor force during 
the 12-month period immediately preceding the date on which applica- 
tion for assistance is made under the bill, (2) 9 percent of the labor 
force during at least 15 months out of the 18-month period immedi- 
ately preceding such date, or (3) 6 percent of the labor force during 
at least 18 months out of the 24-month period immediately preceding 
such date. This subsection would also authorize him to so designate 
any such area in which there has existed unemployment of not less 
than 15 percent of the labor force during the 6-month period immedi- 
ately preceding the date on which application is made for assistance 
under the bill, if he determines that the principal causes of such un- 
employment are not temporary in nature. 

Subsection (b) would require the Commissioner to designate as 
“rural redevelopment areas” those rural areas in the United States in 
which he determines that there exists the largest number and per- 
centage of low-income farm families, and a condition of substantial 
and persistent unemployment or underemployment. In making 
these designations the Commissioner would be required to consider, 
among other relevant factors, the number or low-income farm families 
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in the various rural areas in the United States, the ratio of such low- 
income families are to the total farm families of each of such areas, 
the relationship of the income levels of families in each such area 
to the general levels of income in the United States, the current and 
prospective employment opportunities in each such area, and the 
availability of manpower in each such area for supplemental em- 
ployment. 

Subsection (c) would provide that, in determining which areas 
should be designated as redevelopment areas, the Commissioner 
would be guided, but not conclusively governed, by studies made, and 
information compiled, by Federal agencies, State and local govern- 
ments, educational institutions, and private organizations. 

Subsection (d) would authorize the Secretary of Labor, the Secre- 
tary of Agriculture, and the Director of the Bureau of the Census to 
conduct studies, obtain information, and furnish data requested by 
the Commissioner to aid him in the designation of redevelopment 
areas. The Commissioner would be required to reimburse such 
agencies for expenses incurred by them under this subsection. 

Subsection (e) would define the term ‘redevelopment area,’ as 
used in the bill, to mean any area within the United States which has 
been designated by the Commissioner as an industrial redevelopment 
area or a rural redevelopment area. Such areas could include one or 
more counties or municipalities, or a part of a county or municipality. 


Section 6. Loans and participations 


Subsection (a) would authorize the Commissioner to make loans 
(including immediate participations therein) to assist in the purchase 
or development of land and facilities (including machinery and equip- 
ment) for industrial use, or for the construction, rehabilitation, or alter- 
ation of buildings for industrial use. Such assistance could not be 
extended for working capital, or to assist establishments relocating 
from one area to another when such assistance would result in sub- 
stantial detriment to the area of original location by increasing 
unemployment. 

Subsection (b) would impose the following restrictions and limita- 
tions on financial assistance available under this section. 

(1) The total amount of loans and participations outstanding at 
any one time with respect to industrial redevelopment areas could not 
exceed $100 million, and with respect to rural redevelopment areas 
could not exceed $100 million. 

(2) The assistance could be extended only to those applicants ap- 
proved for such assistance by an agency (of the State or political sub- 
division in which the project is located) which is directly concerned 
with problems of economic development in such State or political 
subdivision. 

(3) Such assistance could be extended only if it is not otherwise 
available from private lenders or other Federal agencies on reasonable 
terms. 

(4) No loan could be made if an immediate participation is available. 

(5) Reasonable assurance of repayment would be required. 

(6) No loan could be made for a period exceeding 40 years; but this 
restriction would not apply in certain cases involving the obligor’s 
insolvency, or where an extension or renewal not exceeding 10 years 
would aid in the orderly liquidation of the loan. 
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(7) Such loans would bear interest at a rate equal to that paid by 
the Commissioner on funds obtained from the Secretary of the 
Treasury under section 8, plus one-quarter of 1 percent. 

(8) The assistance could not exceed 65 percent of the total cost of 
any particular project, exclusive of other Federal aid, and the following 
conditions, among others, would be applicable: 

(A) The total of funds available from all sources (including 
assistance under this section) must be sufficient to complete the 
project. 

(B) At least 10 percent of the total cost of the project must 
be supplied by the State, or any agency or subdivision thereof, 
or by a community or area organization, as equity capital, or as a 
loan. 

(C) At least 5 percent of the total cost of any project in an 
industrial redevelopment area must be supplied from nongovern- 
mental sources. 

(D) The assistance extended under this section with respect 
to any project would be repayable only after other loans with 
respect to the same project have been repaid in full. 

(9) No assistance could be extended under this section unless an 
overall program for the economic development of the area has been 
submitted to and approved by the Commissioner, and the project for 
which such assistance is sought is consistent with such program and 
with State and local law. 

Subsection (c) would create one revolving fund of $100 million for 
projects in industrial redevelopment areas and a second revolving 
fund of $100 million for projects in rural redevelopment areas. 


Section 7. Grants for public facilities 


Subsections (a) and (b) would authorize the Commissioner to make 
studies of the needs for public facilities in the various redevelopment 
areas and to make grants for the acquisition or development of land 
for public facility usage in redevelopment areas, and for the construc- 
tion, rehabilitation, or improvement of public facilities in such areas. 
Any such grant could be made only pursuant to a proposal (showing 
the proposed project, its cost, and the proposed local contributions) 
received by the Commissioner from the State or local government, 
Indian tribe, or public or private organization representing the 
redevelopment area (or part thereof) concerned, and only if (1) the 
proposed project will provide more than a temporary alleviation of 
unemployment or underemployment in the area, and will tend to 
promote industrial or commercial development, (2) the entity re- 
questing the grant will contribute to the cost of the project in propor- 
tion to its ability to contribute, and (3) the project is urgently needed 
in the area and could not be undertaken without such a grant. No 
such grant could exceed the difference between the total cost of the 
project and the amount available for it from other sources. 

Subsection (c) would require the Commissioner to issue regulations 
to insure that Federal funds granted under this section are not wasted 
or dissipated. 

Subsection (d) would authorize appropriations not exceeding $75 
million annually for public facility grants under this section. 

Subsection (e) would prohibit a grant under this section with 
respect to any public facility which would compete with an existing 
privately owned public utility rendering a service to the public at 
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rates or charges subject to regulation by a State regulatory body, 
unless such State regulatory body determines that there is a need for 
an increase in such service, in the area to be served by the public 
facility for which the grant is requested under this section, which such 
existing public utility is unable to meet through its existing facilities or 
through any expansion it is prepared to undertake. 


Section 8. Funds for loans 


This section would authorize the Commissioner to obtain funds for 
making loans under section 6 of the bill by borrowing from the 
Treasury in amounts not exceeding $200 million outstanding at any 
onetime. The interest rate on the notes and obligations issued by the 
Commissioner for purchase by the Secretary of the Treasury would be 
determined by the Secretary of the Treasury at a rate not greater than 
the current average yield on outstanding marketable obligations of the 
United States of comparable maturities as of the last day of the month 
preceding the issuance of such notes or other obligations by the 
Commissioner. Amounts thus obtained from the Treasury would be 


used pe establish the revolving funds provided for by section 6 (c) of 
the bill. 


Section 9. Information 


This section would require the Commissioner to aid redevelopment 
areas by furnishing to individuals, communities, industries, and 
enterprises in such areas any form of assistance, information, or advice 
obtainable from Federal agencies which would be useful in alleviating 
conditions of unemployment or underemployment in such areas. 
In addition, the Commissioner would be required to furnish the 
procurement divisions of Federal agencies with the names and ad- 
dresses of business firms (located in redevelopment areas) which are 
desirous of obtaining Government contracts to furnish supplies or 
services, and designating the supplies or services such firms are 
engaged in providing. 

Section 10. Technical assistance 


This section would authorize the Commissioner to provide technical 
assistance to redevelopment areas, including studies evaluating the 
needs of, and developing potentialities for, economic growth of such 
areas. Such assistance would be provided through members of the 
Commissioner’s staff, including experts and consultants whose services 
are procured under section 11 (10). Appropriations of not to exceed 
$4,500,000 annually would be authorized to carry out this section. 


Section 11. Powers of Commissioner 


This section would provide the Commissioner with the adminis- 
trative powers needed to carry out the area redevelopment program 
under the bill. The Commissioner would be authorized to appoint 
and compensate officers and employees (including experts and con- 
sultants for periods of up to 6 months) and procure the services of 
attorneys by contract; to hold hearings; to secure needed information 
from other Federal agencies; to engage in such business transactions, 
and to take such action to acquire, dispose of, and otherwise deal 
with both real and personal property and to enforce any rights, claims, 
and obligations, as may be necessary or appropriate in connection 
with the performance of his duties under the bill; and to establish 
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such rules and regulations as may be appropriate in carrying out the 
provisions of the bill. 


Section 12. Termination of eligibility for further assistance 


This section would require the Commissioner to terminate the 
eligibility for assistance under the bill of any area previously desig- 
nated by him as a redevelopment area when he finds that the economic 
conditions within such area no longer warrant such assistance. Such 
area could be redesignated as a redevelopment area whenever the 
Commissioner finds that economic conditions within such area again 
warrant such assistance. No action by the Commissioner in termi- 
nating such eligibility would affect the validity or any contract entered 
into before such termination. The Commissioner would be required 
to keep interested Federal, State, and local agencies advised of any 
changes with respect to the designation of any area under this section. 


Section 13. Urban renewal 


This section would amend title I of the Housing Act of 1949, as 
amended, by adding at the end thereof a new section 112 which would 
permit the use of the slum clearance and urban redevelopment pro- 
visions of that title (without regard to certain limitations which 
would otherwise be applicable) to assist in the establishment or im- 
provement of industrial plants and facilities in areas designated as 
industrial redevelopment areas under section 5 (a) of the bill. 

Subsection (a) of the new section 112 would provide that financial 
assistance under title I for slum clearance and urban redevelopment 
activities could be provided in any area certified by the Area Redevel- 
opment Commissioner to the Housing and Home Finance Adminis- 
trator as an industrial redevelopment area which is reasonably likely 
to achieve more than temporary improvement in its economic devel- 
opment with assistance provided under the bill and pursuant to 
other undertakings. 

Subsection (b) of the new section 112 would provide that financial 
assistance could be furnished under title I without regard to the 
existing requirement that the project area be predominantly residen- 
tial in character and that it be redeveloped for predominantly resi- 
dential uses; but such assistance could not be provided to relocate 
business operations from one area to another when such assistance 
would result in substantial detriment to the area of original location 
by increasing unemployment. 

Subsection (c) of the new section 112 would permit such assistance 
for any project in an area which includes primarily industrial or 
commercial structures suitable for rehabilitation under the urban 
renewal plan for the area. 

Subsection (d) of the new section 112 would provide that such 
assistance could be furnished without regard to the existing require- 
ment that any land acquired in the project area be disposed of for 
immediate development; under this subsection such land could be 
conveyed to any public agency or nonprofit corporation for disposi- 
tion and development at an indefinite later date (but as promptly as 
practicable). The bill would provide that the initial conveyance, to 
= public agency or nonprofit corporation, shall be at fair market 
value. 

Subsection (e) of the new section 112 would permit such assistance 
to be continued until the completion of the project even though the 
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SS Goce ceases to be an industrial redevelopment area under 
the bill. 

Subsection (f) of the new section 112 would make available for 
assistance under that section up to 10 percent of the funds authorized 
after June 1, 1958, for capital grants under section 103 of titleI. This 
would prevent projects receiving assistance under the new section 112 
from competing for assistance with projects seeking assistance under 
the other exemptions from the predominantly residential requirement 
provided for by the next to the last paragraph of section 110 (¢) of 
title I, with respect to which the total amount available for assistance 


is now limited to 10 percent of the total amount of capital grants 
authorized under such title. 


Section 14. Urban planning grants 


This section would amend section 701 of the Housing Act of 1954 
to make planning grants available under that section to counrties, 
cities, and other municipalities having a population of 25,000 or more, 


which are situated in areas designated as industrial redevelopment 
areas under section 5 (a) of the bill. 


Section 15. Vocational training 


This section would provide that the Secretary of Labor determine 
the training or retraining needs of the labor force in a redevelopment 
area, and that he arrange to provide any necessary technical assist- 
ance for setting up apprenticeship, journeyman, and other job training 
needed in the area. The Secretary of Health, Education, and Welfare 
would assist State vocational-education agencies in providing the 
facilities and services necessary for vocational training or retraining. 
Section 16. Retraining subsistence payments 

This section would require the Secretary of Labor to enter into 
agreements with States in which redevelopment areas are located 
whereby such States (as agents of the United States) would make 
weekly retraining payments to unemployed individuals in such areas 
who are not entitled to unemployment compensation and who are 
undergoing training for new jobs. Such payments could not be made 
to any individual for more than 13 weeks, and each such payment 
would be equal in amount to the average weekly unemployment- 
compensation payment payable in the State concerned. 


Section 17. Penalties 


Subsection (a) makes it a crime to make a false statement or will- 
fully overvalue a security for the purpose of obtaining a loan, or of 
influencing any action of the Commissioner, or to obtain money, 
property, or anything of value under the bill. 

Subsection (b) makes it a crime for any employee or agent of the 
Commissioner to embezzle or misapply any money or securities, or 
make any false entries, or (with intent to defraud) to issue or assign 
notes or other documents or participate or share in any loan or con- 
tract made by the Commissioner, or to give out any unauthorized 
information about the actions or plans of the Commissioner, or to 
invest or speculate in the securities of a company receiving assistance 
from the Commissioner. 


Section 18. Employment of expediters and administrative employees 


This section would provide that the Commissioner could not make 
a loan to a business enterprise unless the names of the attorneys and 
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agents expediting the application and the fees paid to them are cer- 
tified to the Commissioner, and unless an agreement is executed 
requiring the firm to refrain from employing or offering to employ 
or retain the professional services of any employee of the Commis- 
sioner who exercised discretionary power, with respect to the granting 
of assistance under the bill, at the time such firm was granted assist- 
ance, or during the preceding year. Such agreement would be bind- 
ing on the firm for a period of 2 years after receiving any assistance 
from the Commissioner. 
Section 19. Prevailing rate of wage and 40-hour week 

This section would require the Commissioner to insure that all 
laborers and mechanics employed by contractors and subcontractors 
on projects undertaken by public applicants assisted under the bill 
(1) be paid wages at rates no less than those prevailing on the same 
type of work on similar construction in the immediate locality, as 
determined by the Secretary of Labor under the Davis-Bacon Act, and 
(2) receive time and one-half for hours worked during a week in 
excess of 40. 


Section 20. Annual report 


This section would require the Commissioner to submit a compre- 
hensive and detailed annual report to the Congress, beginning with 
the fiscal year ending June 30, 1959. The report would show, among 
other things, the number and size of Government contracts placed 
with business firms located in redevelopment areas, and the amount 
and duration of employment resulting from such contracts. The 
various Federal agencies would be required to furnish the Commis- 
sioner such information as he may request to enable him to carry out 
his duties under this section. 


Section 21. Appropriation 


This section would authorize the appropriation of such sums as may 
be necessary to carry out the provisions of the bill. 
Section 22. Use of other facilities 

This section would require the Commissioner to use, to the extent 
practicable, services and facilities available from other Federal 
agencies (with their consent and on a reimbursable basis) in order to 
avoid duplication of activities and minimize the expense of carrying out 
the provisions of the bill. This section would also require other 
Federal agencies to exercise their powers, duties, and functions so as 
to assist in carrying out the objectives of the bill. 


Section 23. Records and audit 


Subsection (a) would require each recipient of assistance under the 
bill to keep such records as the Commissioner shall prescribe, includ- 
ing records which disclose the amount and disposition of such assist- 
ance, the total cost of the project, the amount and nature of that 
portion of such cost supplied by other sources, and such other records 
as would facilitate an effective audit. 

Subsection (b) would give the Commissioner and the Comptroller 
General of the United States access, for the purpose of audit and 
examination, to any records of the recipient pertinent to assistance 
received under the bill. The Commissioner would be primarily respon- 
sible for auditing the books of recipients of assistance under this 
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section, leaving to the General Accounting Office the task of auditing 
as many recipients each year as determined necessary by the Comp- 
troller General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
passed by the Senate, are shown as follows (new matter is printed in 
italic, existing law in which no change is proposed is shown in roman): 


Titte I or tHe Hovusine Act or 1949 
TITLE I—SLUM CLEARANCE AND URBAN RENEWAL 
URBAN RENEWAL FUND 


Sec. 100. The authorizations, funds, and appropriations available 
pursuant to sections 102 and 103 hereof shall constitute a fund, to be 
known as the “Urban Renewal Fund,” and shall be available for ad- 
vances, loans, and capital grants to local public agencies for urban 
renewal projects in accordance with the provisions of this title, and 
all contracts, obligations, assets, and liabilities existing under or pur- 
suant to said sections prior to the enactment of the Housing Act of 
1954 are hereby transferred to said Fund. 


LOCAL RESPONSIBILITIES 


Src. 101. (a) In entering into any contract for advances for sur- 
veys, plans, and other preliminary work for projects under this title, 
the Administrator shall give consideration to the extent to which 
appropriate local public bodies have undertaken positive programs 
(through the adoption, modernization, administration, and enforce- 
ment of housing, zoning, building and other local laws, codes and regu- 
lations relating to land use and adequate standards of health, sani- 
tation, and safety for buildings, including the use and occupancy of 
dwellings) for (1) preventing the spread or recurrence in the com- 
munity of slums and blighted areas, and (2) encouraging housing cost 
reductions through the use of appropriate new materials, techniques, 
and methods in land and vuttilnatial Gini x, design, and construc- 
tion, the increase of efficiency in residential construction, and the 
elimination of restrictive practices which unnecessarily increase hous- 
ing costs. 

(b) In the administration of this title, the Administrator shall 
encourage the operations of such local public agencies as are established 
on a State, or regional (within a State), or unified metropolitan basis 
or as are established on such other basis as permits such agencies to 
contribute effectively toward the solution of community development 
or redevelopment problems on a State, or regional (within a State), or 
unified metropolitan basis. 

(c) No contract shall be entered into for any loan or capital grant 
under this title, or for annual contributions or capital grants pursuant 
to the United States Housing Act of 1937, as amended, for any project 
or projects not constructed or covered by a contract for annual contri- 
butions prior to August 1, 1956, and no mortgage shall be insured, and 
no commitment to insure a mortgage shall be issued, under section 220 
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or 221 of the National Housing Act, as amended, unless (1) there is pre- 
sented to the Administrator by the locality a workable program (which 
shall include an official plan of action, as it exists from time to time, for 
effectively dealing with the problem of urban slums and blight within 
the community and for the establishment and preservation of a well- 
planned community with well-organized residential neighborhoods of 
decent homes and suitable living environment for adequate family life) 
for utilizing appropriate private and public resources to eliminate, and 
prevent the development or spread of, slums and urban blight, to 
encourage needed urban rehabilitation, to provide for the redevelop- 
ment of blighted, deteriorated, or slum areas, or to undertake such of 
the aforesaid activities or other feasible community activities as may 
be suitably employed to achieve the objectives of such a program, 
and (2) on the basis of his review of such program, the Administrator 
determines that such program meets the requirements of this subsec- 
tion and certifies to the constituent agencies affected that the Federal 
assistance may be made available in such community: Provided, That 
this sentence shall not apply to the insurance of, or commitment to 
insure, a mortgage under section 220 of the National Housing Act, as 
amended, if the mortgaged property is in an area referred to in clause 
(A) (i) of paragraph (1) of section 220 (d), or under section 221 of the 
National Housing Act, as amended, if the mortgaged property is in a 
community referred to in clause (2) of section 221 (a) of said Act: 
And provided further, That, notwithstanding any other provisions of 
law which would authorize such delegation or transfer, there shall not 
be delegated or transferred to any other official (except an officer or 
employee of the Housing and Home Finance Agency serving as Acting 
Administrator during the absence or disability of the Administrator 
or in the event of a vacancy in that office) the final authority vested 
in the Administrator (i) to determine whether any such workable 
program meets the requirements of this subsection, (ii) to make the 
certification that Federal assistance of the types enumerated in this 
subsection may be made available in such community, (ili) to make 
the certifications as to the maximum number of dwelling units needed 
for the relocation of families to be displaced as a result of govern- 
mental action in a community and who would be eligible to rent or 
purchase dwelling accommodations in properties covered by mortgage 
insurance under section 221 of the National Housing Act, as amended, 
or (iv) to determine that the relocation requirements of section 105 (c) 
of this title have been met. 

(d) The Administrator is authorized to establish facilities (1) for 
furnishing to communities, at their request, an urban renewal service 
to assist them in the preparation of a workable program as referred to 
in the preceding subsection and to provide them with technical and 
professional assistance for planning and developing local urban re- 
newal programs, and (2) for the assembly, analysis and reporting of 
information pertaining to such programs. 


LOANS 


Src. 102. (a) To assist local communities in the elimination of slums 
and blighted or deteriorated or deteriorating areas, in preventing the 
spread of slums, blight or deterioration, and in providing maximum 
opportunity for the redevelopment, rehabilitation, and conservation 
of such areas by private enterprise, the Administrator may make 
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temporary and definitive loans to local public agencies in accordance 
with the provisions of this title for the undertaking of urban renewal 
projects. Such loans (outstanding at any one time) shall be in such 
amounts not exceeding the estimated expenditures to be made by the 
local public agency as part of the gross project cost, bear interest at 
such rate (not less than the applicable going Federal rate), be secured 
in such manner, and be repaid within such period (not exceeding, in 
the case of definitive loans, forty years from the date of the bonds or 
other obligations evidencing such loans), as may be deemed advisable 
by the Administrator. 

(b) In connection with any project on land which is open or pre- 
dominantly open, the Administrator may make temporary loans to 
municipalities or other public bodies for the provision of public build- 
ings or facilities necessary to serve or support the new uses of such 
land in the project area. Such temporary loans shall be in such 
amounts not exceeding the expenditures to be made for such purpose, 
bear interest at such rate (not less than the applicable going Federal 
rate), be secured in such manner, and be repaid within such period 
(not exceeding ten years from the date of the obligations evidencing 
such loans), as may be deemed advisable by the Administrator. 

(c) Loans made pursuant to subsection (a) or (b) hereof may be 
made subject to the condition that, if at any time or times or for any 
period or periods during the life of the loan contract the local public 
agency can obtain loan funds from sources other than the Federal 
Government at interest rates lower than provided in the loan contract, 
it may do so with the consent of the Administrator at such times and 
for such periods without waiving or surrendering any rights to loan 
funds under the contract for the remainder of the life of such contract, 
and, in any such case, the Administrator is authorized to consent to 
a pledge by the local public agency of the loan contract, and any or 
all of its rights thereunder, as security for the repayment of the fides 
funds so obtained from other sources. 

(d) The Administrator may make advances of funds to local public 
agencies for surveys of urban areas to determine whether the un- 
dertaking of urban renewal projects therein may be feasible and 
for surveys and plans for urban renewal projects which may be 
assisted under this title, including, but not limited to, (i) plans for 
carrying out a program of voluntary repair and rehabilitation of build- 
ings and improvements, (ii) plans for the enforcement of State and 
local laws, codes, and regulations relating to the use of land and the 
use and occupancy of buildings and improvements, and to the com- 
pulsory repair, rehabilitation, demolition, or removal of buildings and 
improvements, and (iii) appraisals, title searches, and other prelimin- 
ary work necessary to prepare for the acquisition of land in connection 
with the undertaking of such projects. The contract for any such 
advance of funds shall be made upon the condition that such advance 
of funds shall be repaid, with interest at not less than the applicable 

oing Federal-rate, out of any moneys which become available to the 
fecal public agency for the undertaking of the project involved. No 
contract for any such advances of funds for surveys and plans for urban 
renewal projects which may be assisted under this title shall be made 
unless the governing body of the locality involved has by resolution or 
ordinance approved the undertaking of such surveys and plans and 
the submission by the local public agency of an application for such 
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advance of funds. Notwithstanding section 110 (h) or the use in any 
other provision of this title of the term ‘local public agency” or 
“local public agencies” the Administrator may make advances of funds 
under this subsection for surveys and plans for an urban renewal 
project (including General Neighborhood Renewal Plans as herein- 
after defined) to a single local public body which has the authority to 
undertake and carry out a substantial portion, as determined by the 
Administrator, of the surveys and plans or the project respecting which 
such surveys and plans are to be made: Provided, That the application 
for such advances shows, to the satisfaction of the Administrator, that 
the filing thereof has been approved by the public body or bodies 
authorized to undertake the other portions of the surveys and plans 
or of the project which the applicant is not authorized to undertake. 

In order to facilitate proper preliminary planning for the attain- 
ment of the urban renewal objectives of this title, the Administrator 
may also make advances of funds (in addition to those authorized 
above) to local public agencies for the preparation of General Neigh- 
borhood Renewal Plans (as herein defined) for urban renewal areas of 
such scope that the urban renewal activities therein may have to be 
carried out in stages, consistent with the capacity and resources of the 
respective local public agency, over an estimated period of not more 
than ten years. No contract for advances for the preparation of a 
General Neighborhood Renewal Plan may be made unless the Adminis- 
trator has determined that: 

(1) in the interest of sound community planning, it is desirable 
that the urban renewal area be planned for urban renewal pur- 
poses in its entirety; 

(2) the local public agency proposes to undertake promptly an 
urban renewal project embracing at least 10 per centum of such 
area, upon completion of the General Neighborhood Renewal Plan 
and the preparation of an urban renewal plan for such project; and 

(3) the governing body of the locality has by resolution or 
ordinance (i) approved the undertaking of the General Neighbor- 
hood Renewal Plan and the submission of an application for such 
advance and (ii) represented that such plan will be used to the 
fullest extent feasible as a guide for the provision of public im- 
provements in such area and that the plan will be considered in 
formulating codes and other regulatory measures affecting prop- 
erty in the area and in undertaking other local governmental activ- 
ities pertaining to the development, redevelopment, rehabilitation, 
and conservation of the area. 

The contract for any such advance of funds for a General Neighbor- 
hood Renewal Plan shall be made upon the condition that such ad- 
vance shall be repaid, with interest at not less than the applicable 
going Federal rate, out of any moneys which become available to the 
local public agency for the undertaking of the first urban renewal 
project in such area: Provided, That in the event of the undertaking 
of any other project or projects in such area an appropriate allocation 
of the amount of the advance, with interest, may be effected to the 
end that each such project may bear its proper allocable part, as 
determined by the Administrator, of the cost of the General Neighbor- 
hood Renewal Plan. As used herein, a General Neighborhood Re- 
newal Plan means a preliminary plan (conforming, in the determina- 
tion of the governing body of the locality, to the general plan of the 
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locality as a whole and to the workable program of the community 
meeting the requirements of section 101) which outlines the urban 
renewal activities proposed for the area involved, provides a frame- 
work for the preparation of urban renewal plans and indicates gener- 
ally, to the extent feasible in preliminary planning, the land uses, 
population density, building coverage, prospective requirements for 
rehabilitation and improvement of property, and any portions of the 
area contemplated for clearance and redevelopment. 

(e) To obtain funds for loans under this title, the Administrator, on 
and after July 1, 1949, may, with the approval of the President, 
issue and have outstanding at any one time notes and obligations for 
purchase by the Secretary of the Treasury in an amount not to exceed 
$25,000,000, which limit on such outstanding amount shall be in- 
creased by $225,000,000 on July 1, 1950, and by further amounts of 
$250,000,000 on July 1 in each of the years 1951, 1952, and 1953, 
respectively: Provided, That (subject to the total authorization of 
not to exceed $1,000,000,000) such limit, and any such authorized 
increase therein, may be increased, at any time or times, by additional 
amounts aggregating not more than $250,000,000 upon a determina- 
tion by the President, after receiving advice from the Council of 
<conomic Advisers as to the general effect of such increase upon the 
conditions in the building industry and upon the national economy, 
that such action is in the public interest. 

(f) Notes or other obligations issued by the Administrator under 
this title shall be in such forms and denominations, have such maturi- 
ties, and be subject to such terms and conditions as may be prescribed 
by the Administrator, with the approval of the Secretary of the 
Treasury. Such notes or other obligations shall bear interest at a rate 
determined by the Secretary of the Treasury, taking into consideration 
the current average rate on outstanding marketable obligations of the 
United States as of the last day of the month preceding the issuance of 
such notes or other obligations. The Secretary of the Treasury is 
authorized and directed to purchase any notes and other obligations of 
the Administrator issued under this title and for such purpose is 
authorized to use as a public debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as 
amended, and the purposes for which securities may be issued under 
such Act, as amended, are extended to include any purchases of such 
notes and other obligations. The Secretary of the Treasury may at 
any time sell any of the notes or other obligations acquired by him 
under this section. All redemptions, purchases, and sales by the 
Secretary of the Treasury of such notes or other obligations shall be 
treated as public debt transactions of the United States. 

(g) Obligations, including interest thereon, issued by local public 
agencies for projects assisted pursuant to this title, and income derived 
by such agencies from such projects, shall be exempt from all taxation 
now or hereafter imposed by the United States. 


CAPITAL GRANTS 


Sec. 103. (a) The Administrator may make capital grants to local 
public agencies in accordance with the provisions of this title for urban 
renewal projects: Provided, That the Administrator shall not make any 
contract for capital grant with respect to a project which consists of 
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openland. The aggregate of such capital grants with respect to all the 
eee of a local public agency on which contracts for capital grants 

ave been made under this title, exclusive of projects referred to in the 
proviso hereto, shall not exceed two-thirds of the aggregate of the net 
project costs of such nonexcluded projects: Provided, That the aggre- 
gate of such capital grants may exceed two-thirds but not three-fourths 
of the aggregate net project costs of those projects which the Adminis- 
trator, at the request of a local public agency, may approve on such 
a three-fourths capital grant basis. A capital grant with respect to any 
individual project shall not exceed the difference between the net proj- 
ect cost and the local grants-in-aid actually made with respect to the 
project. 

(b) The Administrator, on and after July 1, 1949, may, with the 
approval of the President, contract to make capital grants, with re- 
spect to projects assisted under this title, aggregating not to exceed 
$900,000,000, which limit shall be increased by $350,000,000 on the 
date of the enactment of the Housing Act of 1957: Provided, That 
such limit, and any such authorized increase therein, may be increased, 
at any time or times, by additional amounts aggregating not more than 
$100,000,000 upon a determination by the President, after receiving 
advice from the Council of Economic Advisers as to the general effect 
of such increase upon the conditions in the building industry and upon 
the national economy, that such action is in the public interest. The 
faith of the United States is solemnly pledged to the payment of all 
capital grants contracted for under this title, and there are hereby 
authorized to be appropriated, out of any money in the Treasury not 
otherwise appropriated, the amounts necessary to provide for such 
payments. 

REQUIREMENTS FOR LOCAL GRANTS-IN-AID 


Sec. 104. Every contract for capital grants under this title shall 
require local grants-in-aid in connection with the project involved. 
Such local grants-in-aid, together with the local grants-in-aid to be 
provided in connection with all other projects of the local public 
agency on which contracts for capital grants have theretofore been 
made, shall not be required in excess of one-third of the aggregate net 
project costs of all projects of the local public agency on which con- 
tracts for capital grants have been made on the two-thirds basis, or in 
excess of one-fourth of the aggregate net project costs of all projects 
of the local public agency on which contracts for capital grants have 
been made on the three-fourths basis. 


LOCAL DETERMINATIONS 


Sec. 105. Contracts for loans or capital grants shall be made only 
with a duly authorized local public agency and shall require that— 

(a) The urban renewal plan for the urban renewal area be approved 
by the governing body of the locality in which the project is situated, 
and that such approval include findings by the governing body that 
(i) the financial aid to be provided in the contract is necessary to 
enable the project to be undertaken in accordance with the urban 
renewal plan; (ii) the urban renewal plan will afford maximum 
opportunity, consistent with the sound needs of the locality as a whole, 
for the rehabilitation or redevelopment of the urban renewal area by 
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private enterprise; and (iii) the urban renewal plan conforms to a 
general plan for the development of the locality as a whole; 

(b) When real property acquired or held by the local public agency 
in connection with the project is sold or leased, the purchasers or 
lessees and their assignees shall be obligated (i) to devote such property 
to the uses specified in the urban renewal plan for the project area; 
(ii) to begin within a reasonable time any improvements on such 
property required by the urban renewal plan; and (iii) to comply 
with such other conditions as the Administrator finds, prior to the 
execution of the contract for loan or capital grant pursuant to this 
title, are necessary to carry out the purposes of this title: Provided, 
That clause (ii) of this subsection shall not apply to mortgagees and 
others who acquire an interest in such property as the sont of the 
enforcement of any lien or claim thereon: 

(c) There be a feasible method for the temporary relocation of 
families displaced from the urban renewed area, and that there are or 
are being provided, in the urban renewal area or in other areas not 
generally less desirable in regard to public utilities and public and 
commercial facilities and at rents or prices within the financial means 
of the families displaced from the urban renewal area, decent, safe, and 
sanitary dwellings equal in number to the number of and available 
to such displaced families and reasonably accessible to their places of 
employment. 

(d) No land for any project to be assisted under this title shall be 
acquired by the local public agency except after public hearing follow- 
ing notice of the date, time, place, and purpose of such hearing. 


GENERAL PROVISIONS 


Sec. 106. (a) In the performance of, and with respect to, the func- 
tions, powers, and duties vested in him by this title, the Administrator, 
notwithstanding the provisions of any other law, shall— 

(1) appoint a ispaten to administer the provisions of this title 
under the direction and supervision of the Administrator and 
the basic rate of compensation of such position shall be the same as 
the basic rate of compensation established for the heads of the 
constituent agencies of the Housing and Home Finance Agency; 

(2) prepare annually and submit a budget program as provided 
for wholly owned Government corporations he the Government 
Corporation Control Act, as amended; 

(3) maintain an integral set of accounts which shall be audited 
annually by the General Accounting Office in accordance with the 
principles and procedures applicable to commercial transactions 
as provided by the Government Corporation Control Act, as 
amended, and no other audit shall be required: Provided, That 
such financial transactions of the Administrator as the making of 
advances of funds, loans, or capital grants and vouchers approved 
by the Administrator in connection with such financial transac- 
tions shall be final and conclusive upon all officers of the Govern- 
ment. 

(b) Funds made available to the Administrator pursuant to the 
provisions of his title shall be deposited in a checking account or 
accounts with the Treasurer of the United States. Receipts and assets 
obtained or held by the Administrator in connection with the perform- 
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ance of this functions under this title shall be available for any of the 
purposes of this title (except for capital grants pursuant to section 103 
hereof), and all funds available for carrying out the functions of the 
Administrator under this title (including appropriations therefor, 

which are hereby authorized), shall be available, in such amounts as 
may from year to year be authorized by the Congress, for the adminis- 
trative expenses of the Administrator in connection with the per- 
formance of such functions: Provided, That necessary expenses of 
inspections and audits, and of providing representatives at the site, of 
projects being planned or undertaken by local public agencies pur- 
suant to this title shall be compensated by such agencies by the pay- 
ment of fixed fees which in the aggregate will cover the costs of render- 
ing such services, and such expenses shall be considered nonadminis- 
trative; and for the purpose of providing such inspections and audits 
and of providing representatives at the sites, the Administrator may 
utilize any agency and such agency may accept reimbursement or 
payment for such services from such local public agencies or the 
Administrator, and credit such amounts to the appropriations or funds 
against which such charges have been made. 

(c) In the performance of, and with respect to, the functions, 
powers, and duties vested in him by this title, the Administrator, not- 
withstanding the provisions of any other law, may— 

(1) sue and be sued; 

(2) foreclose on any property or commence any action to pro- 
tect or enforce any right conferred upon him by any law, contract, 
or other agreement, and bid for and purchase at any foreclosure or 
any other sale any project or part thereof in connection with 
which he has made a loan or capital grant pursuant to this title. 
In the event of any such acquisition, the Administrator may, not- 
withstanding any other provision of law relating to the acquisition 
handling, or disposal of real property by the United States, com- 
plete, administer, dispose of, and otherwise deal with, such project 
or part thereof: Provided, That any such acquisition of real 
property shall not deprive any State or political subdivision 
thereof of its civil jurisdiction in and over such property or impair 
the civil rights under the State or local laws of the inhabitants on 
such property ; 

(3) enter into agreements to pay annual sums in lieu of taxes 
to any State or local taxing authority with respect to any real 
property so acquired or owned, and such sums shall approximate 
the taxes which would be paid upon such property to the State 
or local taxing authority, as the case may be, if such property were 
not exempt from taxation; 

(4) sell or exchange at public or private sale, or lease, real or 
personal property, and sell or exchange any securities or obliga- 
tions, upon such terms as he may fix; 

(5) obtain insurance against loss in connection with property 
and other assets held; 

(6) subject to the specific limitations in this title, consent to 
the modification, with respect to rate of interest, time of payment 
of any installment of principal or interest, security, amount of 
capital grant, or any other term, of any contract or ‘agreement to 
which he is a party or which has ‘been transferred to him pursuant 
to this title; 
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(7) include in any contract or instrument made pursuant to 
this'title such other covenants, conditions, or provisions (including 
such covenants, conditions, or provisions as, in the determination 
of the Administrator, are necessary or desirable to prevent the 
payment of excessive prices for the acquisition of land in con- 
nection with projects assisted under this title) as he may deem 
necessary to assure that the purposes of this title will be achieved. 
No provision of this title shall be construed or administered to 
permit speculation in land holding; and 

(8) make advance or progress payments on account of any 
capital grant contracted to be made pursuant to this title, notwith- 
standing the provisions of section 3648 of the Revised Statutes, 
as amended, or any other provisions of this title. 

(d) Section 3709, as amended, of the Revised Statutes shall not 
apply to any contract for services or supplies on account of any property 
acquired pursuant to this title if the amount of such contract does not 
exceed $1,000. 

(e) Not more than 12% per centum of the funds provided for in this 
title, either in the form of loans or grants, shall be expended in any 
one State: Provided, That the Administrator, without regard to such 
limitation, may enter into contracts for capital grants aggregating not 
to exceed $100,000,000 (subject to the total authorization provided in 
section 103 (b) of this title) with local public agencies in States where 
more than two-thirds of the maximum capital grants permitted in the 
respective State under subjection has been obligated. 

(f) (1) Notwithstanding any other provision of this title, an urban 
renewal project respecting which a contract for a capital grant is 
executed under this title may include the making of relocation pay- 
ments (as defined in paragraph (2)); and such contract shall provide 
that the capital grant otherwise payable under this title shall be in- 
creased by an amount equal to such relocation payments and that no 
part of the amount of such relocation payments shall be required to 
be contributed as part of the local grant-in-aid. 

(2) As used in this subsection, the term “relocation payments” 
means payments by a local public agency, in connection with a project, 
to individuals, families, and business concerns for their reasonable and 
necessary moving expenses and any actual direct losses of property 
except goodwill or profit (which are incurred on and after the date of 
the enactment of the Housing Act of 1956, and for wuich reimburse- 
ment or compensation is not otherwise made) resulting from their 
displacement by an urban renewal project included in an urban renewal 
area respecting which a contract for capital grant has been executed 
under this title. Such payments shall be made subject to such rules 
and regulations as may be prescribed by the Administrator, and shall 
not exceed $100 in the case of an individual or family, or $2,500 in 
the case of a business concern. Such rules and regulations may include 
provisions authorizing payment to individuals and families of fixed 
amounts (not to exceed $100 in any case) in lieu of their respective 
reasonable and necessary moving expenses. 

(3) Any contract with a local public agency which was executed 
under this title before the date of the enactment of the Housing Act of 
1956 may be amended to provide for payments under this subsection 
for expenses and losses incurred on or after such date. 
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PAYMENT FOR LAND USED FOR LOW-RENT PUBLIC HOUSING 


Sec. 107. If the land for a low-rent housing project assisted under 
the United States Housing Act of 1937, as amended, is made available 
from a project assisted under this title, payment equal to the fair value 
of the land for the uses specified in accordance with the urban renewal 
plan shall be made therefor by the public housing agency undertaking 
the housing project, and such amount shall be included ‘as part of the 
development cost of the low-rent housing project. 


SURPLUS FEDERAL REAL PROPERTY 


c. 108. The President may at any time in his discretion, transfer, 
or cause to be transferred, to the Administrator any right, title, or 
interest held by the Federal Government or any department or agency 
thereof in any land (including buildings thereon) which is surplus to 
the needs of the Government and which a local public agency certifies 
will be within the area of a project being planned by it. When such 
land is sold to the local public agency by the Administrator, it shall 
be sold at a price equal to its fair market value, and the proceeds from 
such sale shall be covered into the Treasury as miscellaneous receipts. 


PROTECTION OF LABOR STANDARDS 


Sec. 109. In order to protect labor standards— 

(a) any contract for loan or capital grant pursuant to this title shall 
contain a provision requiring that not less than the salaries prevailing 
in the locality, as determined or adopted (subsequent to a determina- 
tion under applicable State or local law) by the Administrator, shall be 
paid to all architects, technical engineers, draftsmen, and technicians 
employed in the development of the project involved and shall also 
contain a provision that not less than the wages prevailing in the 
locality, as predetermined by the Secretary of Labor pursuant to the 
Davis-Bacon Act (49 Stat. 1011), shall be paid to all laborers and 
mechanics, except such laborers or mec kseailen who are employees of 
municipalities or other local public bodies, employed in the develop- 
ment of the project involved for work financed in whole or in part with 
funds made available pursuant to this title; and the Administrator 
shall require certification as to compliance with the provisions of this 
paragraph prior to making any payment under such contract; and 

(b) the provisions of title 18, United States Code, section 874, and of 
title 40, United States Code, section 276c, shall apply to work financed 
in whole or in part with funds made available for the development of a 
project pursuant to this title. 


DEFINITIONS 


Sec. 110. The following terms shall have the meanings, respectively, 
ascribed to them below, and, unless the context clearly indicates other- 
wise, shall include the plural as well as the singular number: 

(a) “Urban renewal area’”’ means a slum area or a blighted, deterio- 
rated, or deteriorating area in the locality involved which the Admin- 
istrator approves as appropriate for an urban renewal project. 

(b) “Urban renewal plan’ means a plan, as it exists from time to 
time, for an urban renewal project, which plan (1) shall conform to 
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the general plan of the locality as a whole and to the workable pro- 
gram referred to in section 101 hereof and shall be consistent with 
definite local objectives respecting appropriate land uses, improved 
traffic, public transportation, public utilities, recreational and com- 
munity facilities, and other public improvements; and (2) shall be 
sufficiently complete to indicate such land acquisition, demolition and 
removal of structures, redevelopment, improvements, and rehabilita- 
tion as may be proposed to be carried out in the urban renewal area, 
zoning and planning changes, if any, land uses, maximum densities, 
and building requirements. 

(c) ‘Urban renewal project” or “project”? may include undertak- 
ings and activities of a local public agency in an urban renewal area for 
the elimination and for the prevention of the development or spread of 
slums and blight, and may involve slum clearance and redevelopment 
in an urban renewal area, or rehabilitation or conservation in an urban 
renewal area, or any combination or part thereof, in accordance with 
such urban renewal plan. Such undertakings and activities may 
include— 

(1) acquisition of (i) a slum area or a deteriorated or deterio- 
rating area, or (ii) land which is predominantly open and which 
because of obsolete platting, diversity of ownership, deterioration 
of structures or of site improvements, or otherwise, substantially 
impairs or arrests the sound growth of the community, or (iii) 
open land necessary for sound community growth which is to be 
developed for predominantly residential uses: Provided, That the 
requirement in paragraph (a) of this section that the area be a 
slum area or a blighted, deteriorated or deteriorating area shall 
not be applicable in the case of an open land projec ts 

(2) demolition and removal of buildings and improvements; 

(3) installation, construction, or reconstruction of streets, utili- 
ties, parks, playgrounds, and other improvements necessary for 
carrying out in the urban renewal area the urban renewal objec- 
tives of this title in accordance with the urgan renewal plan; 

(4) disposition of any property acquired in the urban renewal 
area (including sale, initial leasing or retention by the local public 
agency itself) at its fair value for uses in accordance with the 
urban renewal plan; 

(5) carrying out plans for a program of voluntary repair and 
rehabilitation of buildings or other improvements in accordance 
with the urban renewal plan; and 

(6) acquisition of any other real property in the urban renewal 
area where necessary to eliminate unhealthful, insanitary or unsafe 
conditions, lessen density, eliminate obsolete or other uses detri- 
mental to the public welfare, or otherwise to remove or prevent the 
spread of blight or deterioration, or to provide land for needed 
public facilities. 

For the purposes of this title, the term ‘‘project’’ shall not include 
the construction or improvement of any building, and the term “‘re- 
development” and derivatives thereof shall mean development as well 
as redevelopment. For any of the purposes of section 109 hereof, the 
term ‘‘project”’ shall not include any donations or provisions made as 
local grants-in-aid and eligible as such pursuant to clauses (2) and (3) 
of section 110 (d) hereof. 
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Financial assistance shall not be extended under this title with 
respect to any urban renewal area which is not clearly predominantly 
residential in character unless such area will be a predominantly resi- 
dential area under the urban renewal plan therefor: Provided, That, 
where such an area which is not clearly predominantly residential in 
character contains a substantial number of slum, blighted, deterio- 
rated, or deteriorating dwellings or other living accommodations, the 
elimination of which would tend to promote the public health, safety, 
and welfare in the locality involved and such area is not appropriate for 
predominantly residentiai uses, the Administrator may extend financial 
assistance for such a project, but the aggregate of the capital grants 
made pursuant to this title with respect to such projects (including 
projects assisted under section 112 of this title) shall not exceed 10 per 
centum of the total amount of capital grants authorized by this title. 

In addition to all other powers hereunder vested, where land within 
the purview of clause 1 (ii) or (1) (iii) of the first paragraph of this 
subsection (whether it be predominantly residential or nonresidential 
in character) is to be redeveloped for predominantly nonresidential 
uses, loans and advances under this title may be extended therefor if 
the governing body of the local public agency determines that such re- 
development for predominantly nonresidential uses is necessary and 
appropriate to facilitate the proper growth and development of the 
community in accordance with sound planning standards and local 
community objectives and to afford maximum opportunity for the 
redevelopment of the project area by private enterprise: Provided, 
That loans and outstanding advances to any local public agency pur- 
suant to the authorization of this sentence shall not exceed 2% per 
centum of the estimated gross project costs of the projects undertaken 
under other contracts with such local public agency pursuant to this 
title. 

(d) ‘Local grants-in-aid” shall mean assistance by a State, munici- 
pality, or other public body, or (in the case of cash grants or donations 
of land or other real property) any other entity, m connection with 
any project on which a contract for capital grant has been made under 
this title, in the form of (1) —_ grants to defray expenditures within 
the purview of section 110 (e) (1) hereof; (2 ) donations, at cash value, 
of land or other real property te xclusive of land i in streets, alleys, and 
other public rights-of-way which may be vacated in connection ‘with 
the project) in the urban renewal area, and demolition, removal, or 
other work or improvements in the urban renewal area, at the cost 
thereof, of the types described in clause (2) and clause (3) of the 
second sentence of section 110 (c); and (3) the provision, at their 
cost, of public buildings or other public facilities (other than publicly 
owned housing and revenue producing public utilities the capital 
cost of which is wholly financed with local bonds or obligations 
payable solely out of revenues derived from service charges) which 
are necessary for carrying out in the area the urban renewal ob- 
jectives of this title in accordance with the urban renewal plan: 
Provided, That in any case where, in the determination of the 
Administrator, any park, aivomeanl public building, or other public 
facility is of direct benefit both to the urban renewal area and to other 
areas, and the approximate degree of the benefit to such other areas is 
estimated by the Administrator at 20 per centum or more of the 
total benefits, the Administrator shall provide that, for the purpose 
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of computing the amount of the local grants-in-aid for the project, 
there shall be included only such portion of the cost of such facility 
as the Administrator estimates to be proportionate to the approximate 
degree of the benefit of such facility to the urban renewal area: And 

rovided further, That for the purpose of computing the amount of 
focal grants-in-aid under this section 110 (d) with respect to any proj- 
ect covered by a Federal-aid contract under this title, the estumated 
cost (as determined by the Administrator) of parks, playgrounds, 
public buildings, or other public facilities may be deemed to be the 
actual cost thereof if (i) the construction or provision thereof is not 
completed at the time of final disposition of land in the project to be 
acquired and disposed of under the urban renewal plan, and (ii) the 
Administrator has received assurances satisfactory to him that such 
park, playground, public building, or other public facility will be con- 
structed or completed when needed and within a time prescribed by 
him: And provided further, That in any case where a public facility 
furnished as a local grant-in-aid is financed in whole or in part by 
special assessments against real property in the project area acquired 
by the local public agency as part of the project, an amount equal to the 
total special assessments against such real property (or, in the case of 
a computation pursuant to the proviso immediately preceding, the 
estimated amount of such total special assessments) shall be deducted 
from the cost of such facility for the purpose of computing the amount 
of the local grants-in-aid for the project. With respect to any demoli- 
tion or removal work, improvement or facility for which a State, 
municipality, or other public body has received or has contracted 
to receive any grant or subsidy from the United States, or any agency 
or instrumentality thereof, the portion of the cost thereof defrayed 
or estimated by the Administrator to be defrayed with such subsidy 
or grant shall not be eligible for inclusion as a local grant-in-aid. 

(e) “Gross project cost’”’ shall comprise (1) the amount of the 
expenditures by the local public agency with respect to any and all 
undertakings necessary to carry out the project (including the pay- 
ment of carrying charges, but not beyond the point where the project 
is completed), and (2) the amount of such local grants-in-aid as are 
furnished in forms other than cash: Provided, That with respect to a 
project for which a contract for capital grant has been executed on a 
three-fourths basis pursuant to the proviso in the second sentence of 
section 103 (a), gross project cost shall include, in lieu of the amount 
specified in clause (1), the amount of the expenditures by the local 
public agency with respect to the following undertakings and activities 
necessary to carry out such project: 

(i) acquisition of land (but only to the extent of the considera- 
tion paid to the owner and not title, appraisal, negotiating, legal, 
or any other expenditures of the local public agency incidental 
to acquiring land), disposition of land, demolition and removal of 
buildings and improvements, and site preparation and improve- 
ments, all as provided in paragraphs (1), (2), (3), (4), and (6) of 
section 110 (c); and 

(ii) the payment of carrying charges related to the under- 
takings in clause (i), exclusive of taxes and payments in lieu of 
taxes, but not beyond the point where such a project is completed; 

but not the cost of any other undertakings and activities (including, 
but without being limited to, the cost of surveys and plans, legal 
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services of any kind, and all administrative and overhead expenses of 
the local public agency) with respect to such project. Where real 
property in the project area is acquired and is owned as part of the 
project by the local public agency and such property is not subject to 
ad valorem taxes by reason of its ownership by the local public agency 
and payments in lieu of taxes are not made on account of such property, 
there may (with respect to any project for which a contract of Federal 
assistance under this title is in force or is hereafter executed, other 
than a project on which a contract for capital grant is made on a three- 
fourths basis pursuant to the proviso in the second sentence of section 
103 (a)) be included, at the discretion of the Administrator, in gross 
project cost an amount equal to the ad valorem taxes which would have 
been levied upon such property if it had been subject to ad valorem 
taxes, but in all cases prorated for the period during which such prop- 
erty is owned by the local public agency as part of the project, and such 
amount shall also be considered a cash local grant-in-aid within the 
purview of section 110 (d) hereof. Such amount, and the amount of 
taxes or payments in lieu of taxes included in gross project cost, shall 
be subject to the approval of the Administrator and such rules, regula- 
tions, limitations, and conditions as he may prescribe. 

(f) “Net project cost” shall mean the difference between the gross 
project cost and the aggregate of (1) the total sales prices of all land 
or other property sold, and (2) the total capital values (i) imputed, 
on a basis approved by the Administrator, to all land or other prop- 
erty leased, and (ii) used as a basis for determining the amounts to 
be transferred to the project from other funds of the local public 
agency to compensate for any land or other property retained by it 
for use in accordance with the urban renewal plan. 

(g) “Going Federal rate’’ means (with respect to any contract for 
a loan or advance entered into after the first annual rate has been 
specified as provided in this sentence) the annual rate of interest 
which the Secretary of the Treasury shall specify as applicable to 
the six-month period (beginning with the six-month period ending 
December 31, 1953) during which the contract for loan or advance is 
approved by the Administrator, which applicable rate for each six- 
month period shall be determined by the Secretary of the Treasury 
by estimating the average yield to ‘maturity, on the basis of daily 
closing market bid quotations or prices during the month of May or 
the month of November, as the case may be, next preceding such six- 
month period, on all outstanding marketable obligations of the United 
States having a maturity date of fifteen or more years from the first 
day of such month of May or November, and by adjusting such esti- 
mated average annual yield to the nearest one-eighth of 1 per centum. 
Any contract for loan made may be revised or superseded by a later 
contract, so that the going Federal rate, on the basis of which the 
interest rate on the loan is fixed, shall mean the going Federal rate, 
as herein defined, on the date that such contract 1s revised or super- 
seded by such later contract. 

(h) ‘Local public agency” means any State, county, municipality, 
or other governmental entity or public body, or two or more such 
entities or bodies, authorized to undertake the project for which assist- 
ance is sought. ‘“‘State’’ includes the several States, the District of 
Columbia, the Commonwealth of Puerto Rico, and the Territories and 
possessions of the United States. 
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(i) “Land” means any real property, including improved or unim- 
proved land, structures, improvements, easements, incorporeal here- 
ditaments, estates, and other rights in land, legal or equitable. 

(j) “Administrator” means the Housing and Home Finance Ad- 
ministrator. 


DISASTER AREAS 


Sec. 111. Where the local governing body certifies, and the Admin- 
istrator finds, that an urban area is in need of redevelopment or 
rehabilitation as a result of a flood, fire, hurricane, earthquake, storm 
or other catastrophe which the President, pursuant to section 2 (a) of 
the Act entitled ““An Act to authorize Federal assistance to States and 
local governments in major disasters, and for other purposes” (Public 
Law 875, Eighty-first Congress, approved September 30, 1950), as 
amended, has determined to be a major disaster, the Administrator is 
authorized to extend financial assistance under this title for an urban 
renewal project with respect to such area without regard to the 
following: 

(1) the ‘‘workable program” requirement in section 101 (e), 
except that any contract for temporary loan or capital grant 
pursuant to this section shall obligate the local public agency to 
comply with the ‘‘workable program”’ requirement in section 101 
(c) by a future date determined to be reasonable by the Adminis- 
trator and specified in such contract; 

(2) the requirements in section 105 (a) (iii) and section 110 (b) 
(1) that the urban renewal plan conform to a general plan of the 
locality as a whole and to the workable program referred to in 
section 101 (ce); 

(3) the “relocation” requirements in section 105 (¢): Provided, 
That the Administrator finds that the local publie agency has pre- 
sented a plan for the encouragement, to the maximum extent 
feasible, of the provision of dwellings suitable for the needs of 
families displaced by the catastrophe or by redevelopment or 
rehabilitation activities; 

(4) the “‘public hearing’ requirement in section 105 (d); 

(5) the requirements in sections 102 and 110 that the urban 
renewal area be a slum area or a blighted, deteriorated, or deterio- 
rating area; and 

(6) the requirements in section 110 with respect to the predomi- 
nantly residential character or predominantly residential re-use of 
urban renewal areas. 

In the preparation of the urban renewal plan with respect to a project 
aided under this section, the local public agency shall give due regard to 
the removal or relocation of dwellings from the site of recurring floods 
or other recurring catastrophes in the project area. 


INDUSTRIAL REDEVELOPMENT AREAS UNDER THE AREA 
REDEVELOPMENT ACT 


Sec. 112. (a) When the Arca Redevelopment Commissioner certifies 
to the Administrator (1) that any county, city, or other municipality (in 
this section referred to as a “‘municipality’’) is situated in an area desig- 
nated under section 5 (a) of the Area Redevelopment Act as an industrial 
redevelopment area, and (2) that there is a reasonable probability that with 
assistance provided under such Act and other undertakings the area will 
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be able to achieve more than temporary improvement in its economic 
development, the Administrator is authorized to provide financial assist- 
ance to a local public agency in any such municipality under this title 
and the provisions of this section. 

(b) The Administrator may provide such financial assistance under 
this section without regard to the requirements or limitations of section 
110 (ce) that the project area be clearly predominantly residential in char- 
acter or that it be redeveloped for predominantly residential uses; but no 
such assistance shall be provided in any area if such Administrator 
determines that it will assist in relocating business operations from one 
area to another when such assistance will result in substantial detriment 
to the area of original location by increasing unemployment. 

(ec) Financial assistance under this section may be provided for any 
project involving a project area including primarily industrial or com- 
mercial structures suitable for rehabilitation under the urban renewal 
plan for the area. 

(d) Notwithstanding any other provision of this title, a contract for 
financial assistance under this section may include provisions permitting 
the disposition of any land in the project area designated under the 
urban renewal plan for industrial or commercial uses to any public 
agency or nonprofit corporation for subsequent disposition as promptly 
as practicable by such public agency or corporation for the redevelopment 
of the land in accordance with the urban renewal plan: Provided, That 
any disposition of such land under this section shall be made at not less 
than its fair value for uses in accordance with the urban renewal plan: 
And provided further, That the purchasers from or lessees of such public 
agency or corporation, and their assignees, shall be required to assume 
the obligations imposed under section 105 (b). 

(e) Following the execution of any contract for financial assistance 
under this section with respect to any project, the Administrator may 
exercise the authority vested in him under this section for the completion 
of such project, notwithstanding any determination made after the exe- 
cution of such contract that the area in which the project is located may 
no longer be an industrial redevelopment area under the Area Redevelop- 
ment Act. 





Section 701 or tHe Hovusine Act or 1954 
URBAN PLANNING 


Sec. 701. To facilitate urban planning for smaller communities 
lacking adequate planning resources, the Administrator is authorized 
to make planning grants to State planning agencies for the provision 
of planning assistance (including surveys, land use studies, urban 
renewal plans, technical services and other planning work, but ex- 
cluding plans for specific public works) to cities and other munici- 
palities having a population of less than 25,000 according to the latest 
decennial census. The Administrator is further authorized to make 
planning grants for similar planning work (1) in metropolitan and 
regional areas to official State, metropolitan, or regional planning 
agencies empowered under State or local laws to perform such plan- 
ning; (2) to cities, other municipalities, and counties having a popu- 
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lation of twenty-five thousand or more according to the latest decennial 
census which (2) are situated in areas designated by the Area Redevelop- 
ment Commissioner under section 5 (a) of the Area Redevelopment Act 
as industrial redevelopment areas, or (ri) have suffered substantial 
damage as a result of a flood, fire, hurricane, earthquake, storm, or 
other catastrophe which the President, pursuant to section 2 (a) of 
the Act entitled “An Act to authorize Federal assistance to States 
and local governments in major disasters, and for other purposes” 
(Public Law 875, Eighty-first Congress, approved September 30, 1950), 
as amended, has determined to be a major disaster; (3) to official 
governmental planning agencies for areas threatened with rapid 
urbanization as a result of the establishment or rapid and substantial 
expansion of a Federal installation; and (4) to State planning agencies, 
to be used for the provision of planning assistance to the cities, other 
municipalities, and counties referred to in clause (2) hereof and to the 
areas referred to in clause (3) hereof. Any grant made under this 
section shall not exceed 50 per centum of the estimated cost of the 
work for which the grant is made and shall be subject to terms and 
conditions prescribed by the Administrator to carry out this section. 
The Administrator is authorized, notwithstanding the provisions of 
section 3648 of the Revised Statutes, as amended, to make advance or 
progress payments on account of any planning grant made under 
this section. There is hereby authorized to be appropriated not 
exceeding $10,000,000 to carry out the purposes of this section, and 
any ainounts so appropriated shall remain available until expended. 


O 





